LI A S & F Pt B Lo ACCOUNTABLLILITY
Daris Flares Brooks, CPA, CGFM
Public Auditor

February 21, 2014

Honorable Judith T. Won Pat, Bd.D.
Speaker

I MinaTrentai Dos Na Lihestaturan Gudhan
155 Hesler Place

Hagatna, Guam 96910

Dear Speaker Won Pat:

Hafa Adai! Transmitted herewith is the Guam Preservation Trust’s (GPT) Fiscal Year
{FY} 2013 audited Financial Statements, Report on Compliance and Internal Control,
Management Letter, and Letter 1o Those Charged with Governance. Attached are our
highlights of the audit report.

For your convenience, you may also view and download the reports in their entirety at
WWIW. CHAMOoNa.org.
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Guam Preservation Trust
FY 2013 Financial Highlights

February [8, 2014

The Guam Preservation Trust (GPT) closed Fiscal Year (FY) 2012 with an increase in net position
of $142 thousand (K), compared to a $4.7 million (M) increase in FY 2012, Unlike in FY 2012,
GPT did not have the benefit of recovering $4.3M past due building permit fees paid from the
Hotel Occupancy Tax Bond Series 201 1.

GPT received an unmoditied (clean) opinion from its independent auditors, EY. In order to receive
the clean opinion, two audit adjustments were made that cumulatively reduced GPT's net position
by S30K. Similar to prior fiscal vears, despite the fact that GPT’s accounting services are
outsourced to a reputable firm, GPT’'s management has not built up its internal accounting
mfrastructure and relies extensively on the auditors.

GPT is to be commended for its second year of not having material weaknesses or significant
deficiencies in its Reports on Comphiance and Internal Control. However, GPT's long outstanding
encumbrances continues to be a management letter comment.

Increased Revenues and Expenditures

GPT is primarily funded from building permit fees collected by the Department of Public Works
(DPW). These fees consist of building permit fees, re-inspection fees, and fines for vandalism and
theft of historic properties. Building permit fees increased by 7.9% from $1.09M in FY 2012 to
$1.18M in FY 2013. This increase was attributed to the rise in Guam’s construction activity and
improvements in DPW’s permit collection and control procedures.

While revenues increased by 13.5% or $151K, expenditures increased by 35.1% or $273K. The
increase in expenditures was mainly attributed to the increase in grant expenditures, which
accounted for 51% of GPT’s total revenues in FY 2013.

GPT7s expenditures can be classified into two major categories: Program Services (projects/grants)
and Supporting Services. GP17s projects and grants expenditures increased by 69% from $383K
in FY 2012 to $648K in FY 2013. Meanwhile, GPT’s supporting services increased by 2.2% from
FY 2012.

Increase in Supporting Services

Supporting Services are costs associated with GPT’s administration of its grants and projects, and
made up 38% of total expenditures in FY 2013, Over a five-year period, Supporting Services
increased by 16% or S56K from $349K in FY 2009 to $405K in FY 2013. Personnel is the largest
Supporting Services expenditure. GP1’s personnel composition changed with the loss of its
Program Officer and Development Officer. and with the addition of three Special Projects

Page 1 of 2
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Report of Independent Auditors

The Board of Directors
Cruam Preservation Trust

Report on the Financial Statements

We have audited the accompanying governmental funds balance sheet/statement of net position
of the Guam Preservation Trust (the Trust), a component unit of the Government of Guam, as of
September 30, 2013, and the related statement of governmental fund revenues, expenditures and
changes in fund balance/statement of activities for the vear then ended, and the related notes to
the financial statements, which collectively comprise the Guam Preservation Trust's basic
financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in conformity with U.S. generally accepted accounting principles; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free of material misstatement, whether due to fraud
OF TTOr.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States and the standards applicable to financial audits contained in Govermment Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances. but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position and governmental activities and the general fund of the Guam
Preservation Trust as of September 30, 2013, and the respective changes in financial position
and, where applicable, cash flows thereof for the year then ended in conformity with U.S.
generally accepted accounting principles.

Required Supplementary Information

U.S. generally accepted accounting principles require that the Management’s Discussion and
Analysis on pages 4 through 14 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board which considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States, which
consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion

or provide any assurance.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Guam Preservation Trast’s basic financial statements. The
supplementary comparative financial statement information included in pages 28 and 29 and the
Schedule of Grant Projects Reserved for Encumbrances included in pages 30 through 32 are
presented for purposes of additional analysis and are not a required part of the basic financial

statements.

Such supplementary comparative financial statement information and the Schedule of Grant
Projects Reserved for Encumbrances are the responsibility of management and were derived
from and relate directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United
States. In our opinion, the comparative financial statement information and the Schedule of
Grant Projects Reserved for Encumbrances are fairly stated, in all material respects, in relation to

the basic financial statements as a whole.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we also have issued our report dated
February 13, 2014 on our consideration of the Guam Preservation Trust’s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the Guam Preservation Trust’s internal control over financial

reporting and compliance

This report is intended solely for the information and use of the Board of Directors, the
Management of the Guam Preservation Trust, the Office of Public Accountability and others
within the entity and is not intended to be and should not be used by anyone other than those
specified parties. However, this report is also a matter of public record.

émzf ¥ LLP

February 13, 2014



Guam Preservation Trust
(A Component Unit of the Government of Guam)

Management’s Discussion and Analysis

Year ended September 30, 2013

The Management's Discussion and Analysis (MD&A) of the Guam Preservation Trust’s
financial performance provides an overall review of the Trust's financial activities for the fiscal
year ended September 30, 2013. This presentation is provided to better understand the Trust and
its financial status in accordance with the United States generally accepted accounting principles
promulgated by the Standards of the Government Accounting Standards Board (GASB).

Introduction

The Guam Preservation Trust (the Trust) was created in 1990 as a non-profit, public corporation
governed by a Board of Directors. It is dedicated to preserving Guam’s historic sites and culture
as well as educating the public about those issues. Although primarily tasked with restoring
historic structures, which are listed in the Guam Register of Historic Places and/or the National
Register of Historic Places, the Guam Preservation Trust also supports various types of heritage

projects.

Management

The Trust is a 501(c) 3 Non-profit Corporation comprised of ten board members representing
five disciplines (Archaeology, Architecture, Chamorro Culture, Community Planning, and
History). Each discipline is represented by a primary and an alternate Board Member. Board
Members appointed by the Governor and approved by the Legislature to the Historic Review
Board of the Guam Department of Parks and Recreation, automatically sit on the Trust Board.
The Board of Directors conduets its regular monthly meeting on the second Wednesday of the
month at 3:30pm. In Fiscal Year 2013, a total of five (5) Trust Board of Directors meetings were
conducted and a total of fifty-six (56) board resolutions were made. Attendance of Board
Members representing four of the five disciplines constitutes a quorum.
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Guam Preservation Trust
(A Component Unit of the Government of Guam)

Management’s Discussion and Analysis, continued

Management, continued
The Trust Board Members by discipline are:

e  Architecture — Primary: Michael Makio, AIA (Board Chair) Alternate: (vacant)
Archacology — Primary: Richard Olmo Alternate: {(vacant)
¢ Chamorro Culture — Primary: Rebecca Duefias (Board Vice-Chair) Alternate:

Marilyn Salas, Ph.D.
« History — Primary: Helen Bordallo (Board Secretary and Treasurer) Alternate: {vacant)

s Planning - Primary: Dave Lotz Alternate: (vacant)

The frust is currently staffed by Joseph Quinata, Chief Program Officer; Ruby Santos,
Administrative Services Coordinator; Nicole Calvo, Special Projects Coordinator; Angelica
Okada Roscoe, Specials Projects Coordinator; and Andrew Tenorio, Special Projects
Coordinator. The Trust personnel are non-government employees and are governed by the
Trust’s personnel handbook. Legal and accounting services are contracted by the Trust. The

Trust maintains its own procurement regulations and procedures.

The Trust Vision

Historic Preservation on Guam is a public responsibility that is shared through education,
cooperation, and advocacy all linking to Guam’s Cultural Heritage.

The Trust Mission

The Trust will preserve and protect Guam's historic sites, culture, and perspectives for the

benefit of our people and our future.

2013 Highlights
Guam Preservation Trust Five-Year Strategic Plan

Focus group sessions to develop the Trust’s next five-year strategic plan were conducted in 2013
and the final draft is before the Trust Board for approval. The five-year strategic plan involves
engagements and dialogue with community stakeholders to bring about the best possible way to
advance preservation on Guam. Four focus group sessions involving over 95 stakeholders were
conducted to provide the Trust with innovative and creative ideas to advance preservation
through preservation projects, education awareness and outreach, capacity building, and resource

development.
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Guam Preservation Trust
(A Component Unit of the Government of Guam)

Management’s Discussion and Analysis, continued

2013 Highlights, continued

Hotel Occupancy Tax Bond

In our effort to advance historic preservation on Guar, the Guam Visitor's Bureau, with
consultation from the Trust, mandated (P.L. 30-228) by the Guam Legislature, and signed into
Jaw by the Governor of Guam, the Hotel Occupancy Tax Bond (HOT Bond) which was issued to
fund the rehabilitation and restoration of some of Guam’s most important iconic and historical
places (Plaza de Espafia’s Azotea, Chocolate House, Garden House, and the plaza’s pillars and
walls; Inarajan Community Center; Merizo Bell Tower; and Magellan Monument in Umatac).
Part of this effort is the reimbursement of $4.7 million to the Guam Preservation Trust for
doubtful account receivables of the Government of Guam. This reimbursement will provide the
Guam Preservation Trust the means to complete pending projects such as the rehabilitation of the
Guam Legislature building, the Historic Structures Report and Structural Assessment of the
Plaza de Espafia, the repair of three historic Inarajan District homes, the Umatac OQutdoor
Library, and the repair of F.Q. Sanchez School. To date, the rehabilitation of the Plaza de
Espafia was completed and a ribbon cutting ceremony was held on December 30, 2013; The
rehabilitation of Inarajan homes of Juan S. N. Flores, Doris Flores Lujan, and Antonia
Chargualaf, are currently undergoing the Architectural and Engineering Design Phase. The
Structural Assessment and Historie Structures Report for the F. Q. Sanchez School facility in

Umatac is currently underway.

Talaifak Bridge Ribbon Cutting Ceremony

The Trust, with funding partnership from the Federal Highway Administration (FHWA),
completed the rehabilitation and restoration of the Historic Talaifak Bridge in Agat and a ribbon
ceremony was held on May 23, 2013. Over $600,000 was invested by the Trust fo preserve one

of Guam’s iconic historic sites.

Capacity Building

The Trust, in its effort to build the capacity of the community to advance historic preservation,
co-sponsored conferences, fairs, scholarship programs, and educational series. Over $100,000
was invested in co-sponsoring capacity building programs such as the 2" Marianas History
Conference, Guam History Day Competition, Chamorro Language Competition, Micronesian
Endowment for Historic Preservation, Guam Humanities Council I Tano yan I Tasi Program
Series, Guam/Micronesia Island Fair, Pagat Educational Series, Talaifak Bridge Interpretive
Signage, University of Guam Micronesian Studies Scholarship Program, and historic sites’
educational posters (Talaifak Bridge and Lujan House).



Guam Preservation Trust
(A Component Unit of the Government of Guam)

Management’s Discussion and Analysis, continued

Community Partnerships and Investments

In 2013, the Trust partnered with over 50 public and private organizations, and individuals from
the community to oversee 17 grants and projects to accomplish our proposed outcomes (Goals)
for the year. All have been successful in their respective delivery to the community for their

benefit and appreciation.

- The Trust Board approved about $473,000 for grants and projects for this fiscal year. The total
o grants and projects decrcased to 17 submissions as compared to last year’s total of 19

submissions. The 17 grants and projects contributed an estimated total of $750,000 (in-kind and
% cash contributions) as our partners” share to advance preservation on Guam.

Regional and National Support

. The Trust made strides in developing partnerships with technical and professional resources in
the preservation arena. These resources are invaluable and contribute to the capacity building of
our community in advancing preservation on Guam. The following are preservation partners in

the region and the nation:

- Australasian Institute of Maritime Archaeology (AIMA), Flinders University,
- Adelaide, South Australia; Nautical Archaeology Society (NAS) in association
with Centre for International Heritage Activities, Netherlands (CIE); Spanish
Programs for Cultural Cooperation (SPCC); University of San Carlos, Cebu,
Philippines; Asian & Pacific Islanders American Caucus for Historic Preservation
(APIA); National History Day, Inc. (NHD); The National Trast for Historic
% Preservation (NTHP), Western Division; SNR Denton US LLP; University of
: Hawaii; National Park Service; and Association for Preservation Technologies
International (APT); Asian and Pacific Islander Americans Forum for Historic
Preservation; Northem Marianas Humanities Council (NMHC); Northern
Marianas College; National Park Service (NPS); U.S Federal Highway and
Waterways Agency (FHWA); and UNESCO.

Trust Standards of Success (Goals)

In 2006, Guam’s preservation stakeholders presented the Trust Five-Year Historic Preservation
Master Plan (http:/www. ouampreservationtrust.com/images/gpt_master plan.pdf) as a statement
of our community’s bold step towards taking action to preserve and protect our heritage for all to
benefit. Today, the Trust presents its report as a testimony of the diligence and dedication of the

Trust Board of Directors, staff, and the preservation community in accomplishing this year’s
proposed outcomes and achieving the standards of success or goals expected by the community.
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Guam Preservation Trust

{A Component Unit of the Government of Guam)

Management’s Discussion and Analysis, continued

Trust Standards of Success (Goals), continued

Historic Property Documentation and Register Nomination

The Trust will provide opportunities for the documentation of the historic significance of places,
objects, structures, buildings, and sites, and is in the formal process for registration and
nomination for listing on the Guam and/or National Register of Historic Places.

Proposed Qutcomes

Date Balance at
Project Name Approved Amount 09/30/13
Former US District Court of Guam Island
Court of Guam Nomination 06/19/13 $5,000 $1,250
Total $5,000 $1,250

Public Interpretation and Presentation

The Trust will assist historians and other writers in the interpretation and presentation of historic

properties for public education and appreciation.

Proposed Outcomes

Date Balance at
Project Name Approved Amount 09/30/13
Exploring Guam's Heritage™* (y7/08/09 $ 8,290 $ 900
Preserve Micronesia Video** (8/12/09 8,400 8,400
Navigating Cultural Values 05/02/11 5,000 1,034
Plight of Pagat Video 05/02/11 5,000 5,000
House that Jose Built 10/05/11 5,000 -
Micronesian Endowment Historic
Preservation Conference* 02/08/12 4,500 3,703
TASA: Guma Latte Marianas 04/23/12 5,000 5,000
Pagat, Haputo, Hilaan Documentary 07/24/12 5,000 500
I Know Guam (PBS) 07/18/12 5,000 3,000
GPT Desk Audit 07/30/12 6,032 —
George Flores Museum*** Pending 5,000 5,000
Edgar Flores Photo Documentary** 09/27/11 5,000 5,000
Marianas History Conference 07/17/12 1,680 -
GPT Strategic Plan 09/12/12 12,250 10,437
UOG Foundation Sponsorship 03/14/13 5,000 ---
Guam Humanities Council Sponsorship 03/14/13 1,500 o
UOG Chamorro Language Competition 03/14/13 5,000 —
GVB — Guam Micronesian Fair 03/14/13 5,000 —
Subtotal carried forward $97,652 $47,974




Guam Preservation Trust
(A Component Unit of the Government of Guan)

Management’s Discussion and Analysis, continued

Trust Standards of Success (Goals), continued

Public Interpretation and Presentation, continued

Date Balance at
Project Name Approved Amount 09/30/13
Subtotal brought forward $ 97,652 $47,974
o Taleyfak Commemorative Poster 04/17/13 3,000 —
. Taleyfak Commemorative Poster
- {Amendment 1} 04/17/13 10,000 9,785
= Marianas History Conference 11 03/14/13 10,000 —
L Exploring Guam’s Heritage 09/11/13 1,860 .
Across the Water in Time 03/14/13 5,000 -—
= Leblon Amot Famagu’on 03/14/13 5,000 1,250
i Amot Famalao’an: Women’s Holistic Health 03/14/13 5,000 1,250
Haya Foundation: Para Hinemlo 03/14/13 5,000 1,250
A Filin to Document & Promote Guam’s
Cultural Heritage Sites 03/14/13 5,000 1,250
Guam Governance 03/14/13 5,000 —
% Case Study of a Suruhana/u 03/14/13 5,000 1,250
¢ Seabee Marine Park Concept Plan 03/14/13 5,000 2,500
Mitigation Project — Ylig Bridge 06/19/13 14,999 4,999
The Ritidian Story: An Hlustrated History of
Ancient Life & Landscape at Ritidian 06/19/13 5,000 1,250
. Total $182,511 $72,758
% * Unused balances at September 30, 2013 will be reverted back to the Trust.
** This grant has been canceled by the applicant.
*%% This grant has been approved by the Trust Board but is pending a signed contract.

Architectural History

rehabilitation, renovation, restoration, or re-construction.

The Guam Preservation Trust, in collaboration with architectural and engineering organizations,
will develop architectural research and documentation of historic structures for use in




Guam Preservation Trust

(A Component Unit of the Government of Guam)

Management’s Discussion and Analysis, continued

Trust Standards of Success (Goals), continued

Architectural History, continued

Proposed Outcomes

Date Balance at
Project Name Approved Amount 9/30/13
Duenas & Bordallo - Plaza De Ispana
{Amendment 2)* 03/14/12 $ 23,590 $ 3,600
Architect RNK - Guam Legislature 05/11/09 220,000 4.475
Historic Inalahan Revitalization Plan 02/10/10 59,800 14,950
A&E to Rehabilitate 3 Homes — Antonia
Chargualaf, Doris Lujan & Juan SN Flores 09/06/13 215,572 215,572
Structural Assessment for FQ Sanchez 09/06/13 64,018 64,018
Total $582.980 $302,615

* Unused balances at September 30, 2013 will be reverted back to the Trust.

Ethnography and Oral History

The Guam Preservation Trust, in collaboration with organizations involved in ethnography and
oral history, will dedicate resources, to research and document: 1) historic places; and 2)

traditional cultural values and practices significant to Guam.

Proposed Outcomes

Date Balance at

Project Name Approved Amount 09/30/13
National History Day 03/14/13 $65,619 $ -
National History Day (Amendment 1) 05/21/13 1,523 —
Total $67,142 b I —

Repair, Rehabilitation, Restoration or Renovation of Historic Buildings and Structures

The Guam Preservation Trust, in collaboration with other organizations and property owners,

will dedicate resources for the care and treatment of deteriorating historic structures and

buildings.

10
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Guam Preservation Trust
(A Component Unit of the Government of Guam)

Management’s Discussion and Analysis, continued

Trust Standards of Success (Goals), continued

continued

Proposed Outcomes

Repair, Rehabilitation, Restoration or Renovation of Historic Buildings and Structures,

Repair, Rehabilitation, Restoration or Renovation of Historic Buildings and Structures

Date Balance at
Project Name Approved Amount 09/30/13
Fort Nuestra De La Soledad, Umatac 10/01/06 § 8,000 $ 2,050
Historic Inalahan Foundation - Meno House
(Amendment 1) 02/13/08 14,000 14,000
JRN Refrigeration - Lujan House (Change
Orders 13 -14) 07/13/11 17,783 643
JRN Refrigeration - Lujan House (Change
Orders 15) 06/19/13 20,112 14,246
Talayfak Bridge Project 12/16/09 606,198 65,566
Talayfak Bridge Project {(Amendment 1) 08/04/10 80,000 80,000
Talayfak Bridge Project (Supplemental [AR]) (02/01/12 23,721 —-
Rosario House Appraisal* 04/17/13 2,000 180
Total $771,814 $176,685

* Unused balances at September 30, 2013 will be reverted back to the Trust.

Archaeological Research

The Guam Preservation Trust will work with archaeological organizations to provide for
archaeological research to better understand Guam’s history.

Proposed Outcomes

Date Balance at
Project Name Approved Amount 09/36/13
UOG Archaeological Program - Year 3 09/16/09 $ 75,000 $31,961
Historic Structures Report Training Program
(UOG) 09/10/08 25,000 5,000
Mahalac & Litekeyan Pictographs* 04/23/12 4,629 696
Historic Landmark Signs 05/09/12 4,830 525
Margaret Peredo - Archacology Research 09/17/12 5,000 -~
Chemical & Dating Analysis Il of
Pictographs at Mahlac 03/14/13 5,000 1,250
Total $119,459 $39,432

* Unused balances at September 30, 2013 will be reverted back to the Trust.

11
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Guam Preservation Trust

(A Component Unit of the Government of Guam)

Management’s Discussion and Analysis, continued

Trust Standards of Success (Goals), continued

Archival Research

The Guam Preservation Trust, in collaboration

with archival organizations, will develop and

provide archival research that focuses on specific historic places or broad patterns of events
significant in Guam’s history for public education and appreciation.
Proposed Outcomes
Archival Research -
Date Balance at
Project Name Approved Amount 09/30/13
Inventory of Cataloging - Guam Museum
(Amendment 1)* 09/10/08 $36,573 $4,682
Total $36,573 $4,682

% Unused balances at September 30, 2013 will be reverted back to the Trust.

Note: No proposals
Documentation & Register Nomination and therefore no funding was app

were received for the categories of Archival Research and Historic Property
roved for FY 2013.
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Guam Preservation Trust
(A Component Unit of the Government of Guam)

Management’s Discussion and Analysis, continued

Financial Analysis

Our analysis is based on the following condensed financial data for the years ended September

30, 2013, 2012 and 2011.

September 30, September 30, September 30,

2013
Statement of Net Position
Assets:
Cash and cash equivalents $3,501,457
Investments 2,561,238
Receivables:
Building permit fund 1,921,611
Allowance for doubtfut accounts (1,517,137)
Prepaid expenses 8,417
Other assets 2,068
Total assets 6.477.054
Liabilities:
Accrued expenses 47,968
Deposits payable - grants 8,000
Total Liabilities 55.968
Net Position:
Invested in capital assets 2,068
Unrestricted 6.419,618
Total net position $6,421,68

2012 2011
$4,024,170  $1,204,116
1,780,695 344,439
2,179,821 5,861,411
(1,517,137 (5,806,688)
13,413

2.787 2.980
6,483.749 1,606,258
196,238 67,327
8.000 8,000
204,238 75.327
2,787 2,980
6.276.724 1,527.951
$6.279,511  $1.530,931

2013 %
increase
{(decrease)

from 2012

( 13.00%
43.8%

( 11.8)%

- %
( 37.2)%
( 25.8)%
( 0.0)%
( 75.6)%

— %
( 72.6)%
( 25.8)%

2.3 %

2.3 %

13
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Guam Preservation Trust
(A Compenent Unit of the Government of Guam)

Management’s Discussion and Analysis, continued

Financial Analysis, continued

Statement of Activities
Building permit fees
Interest income

Total revenues
Expenditures
Recovery of bad debt
Gain (loss) on sale of investment
Unrealized gain (loss)
on investments
Increase (decrease) in net position

Net position at beginning of year

Net position at end of year

Revenues

Year ended
September 30,
2013

$1,181,790
87,735
1,269,525

(1,052,969)

(..74381)

142,175

6,279,511

$6,421,686

Year ended

September 30, September 30,

Year ended

2012 2011
$1,094,760  $ 698,967
23.368 10.231
1,118,128 709,198
( 779,657)  (1,105,732)
4,289,551
400 ( 8,918)
120,158  (__167.494)
4748,580  ( 572,946)
1.530,931 2,103,877
$6279,511  $1,530,93]

2013 %
ncrease
(decrease)

from 2012

7.9 %
2754 %

13.5 %

35.1%
(100.0)%
(100.0)%
(161.9)%
( 97.0)%
310.2 %

23%

The Trust receives most of its revenues from the Building Permit Fees administered by the Guam
Department of Public Works. A compilation is conducted every quarter by our accounting
services provider and compared to totals listed on the Trust’s Special Accounts with the Guam
Department of Administration. For fiscal year (FY) 2013, a total of $1,181,790 was collected
from building permit fees, which resulted in a slight increase of 7.9% from the 2012 total of
$1,094,760. The increase is a result of increase in construction activity on Guam for that period,
as well as the revamping of permit collection and control procedures as pointed out by the Office
of Public Accountability’s Performance Audit of the Guam Department of Public Works
Building Permits and Inspection Section conducted in 2011.

14
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(GGuam Preservation Trust
(A Component Unit of the Government of Guam)

Management’s Discussion and Analysis, continued

Financial Analysis, continued

Investments
[nterest income on investments increased between FY 2013 and FY 2012, In FY 2013, $87,735
23.36% in Fiscal Year 2012. The 275.4% increase

was earned on interest income, compared to b
nvestment accounts. For FY 2012, there was a

is due to the increase in cash equivalents and 1

change in the Asset Allocation Rates of the Trust Investment Policy. The new Asset Allocation
rates are 80% investment on cash equivalents and 20% on equity investments. Previous
Investment Policy Asset Allocation Rates were 60% cash cquivalents and 40% equity
investments. This policy change is a result of indicators of decreasing retams and therefore,

Investment Managers were required to align their strategies to adhere to the change in policy
within the fiscal period.

Receivables
Receivables from the General Fund as of September 30, 2013 totaled $404,474, a decreasc as

compared to the fiscal year 2012 total of $662,684.

Liabilities

The only leasehold interest is the lease of the Rosario House, a historic home in Hagétfia. In
1999, due to the decrease in revenucs, {he Trust Board issued a request for a mutual termination
agreement with the owners of the property, the estate of Louis and Rose Patton. The Trust has

made an offer to purchase the property and the heirs to the estate initially agreed to the purchase.

15
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Guam Preservation Trust

(A Component Unit of the Government of Guam)

Governmental Funds Balance Sheet/Statement of Net Position

September 30, 2013
General Statement of
Fund Adjustments  Net Position
Assets:
Cash and cash equivalents (Note 3) 3,501,457 § - $ 3,501.457
Investments (Note 3) 2,561,238 - 2,561,238
Due from Government of Guam
Building Permit Fund, net (Note 4) 404,474 e 404,474
Prepaid expenses 8,417 o 8,417
Property and equipment, at cost,
net (Note 5) —— 2,068 2,068
Total assets 6,475,586 2,068 6,477,654
Liabilities and Net Position:
Accrued expenses 47,968 --- 47,968
Grant deposit 8,000 -—- 8,000
Total liabilities 55,968 - 55,968
Commitments and contingencies (Note 6 )
Fund balances - assigned (Note 2) 6,419,618 6,419,618 ) ---
Total fund balances 6,419,618 6,419,618 ) e
Total libilities and fund balances $ 6,475,586
Net position:
Invested in capital assets 2,068 2,068
Unrestricted 6,419,618 6,419,618
Total net position 6,421,686 § 6,421,686

See accompanying noltes.

16



Guam Preservation Trust
(A Component Unit of the Government of Guam)

Statement of Governmental Fund Revenues, Expenditures and Changes in Fund
Balance/Statement of Activities

w

Year ended September 30, 2013

General Staternent of
;% Fund Adjustments Activities
Revenues:
o Building permit fees $ 1,181,790 § - $ 1,181,790
- Interest income 87,735 - 87,735
% Total revenues 1,269,525 - 1,269,525
. Fxpenditures:
= Program services - projects/grants 648,066 o 648,066
\ Supporting services:
Personnel (Note 7) 276,854 - 276,854
Contractual 44,937 - 44,937
Trust fund and investment fees 25,313 o 25,313
% Supplies and equipment rental 19,735 e 19,735
. Travel 18,911 18,911
5 Utilities 5,199 - 5,199
| Conumunication 4,509 — 4,509
Miscellaneous 3,935 - 3,935
Advertising 3,841 —em 3,841
Stipend 950 - 950
Depreciation expense - 719 719
404,184 719 404,903
o Total expenditures/ expenses 1,052,250 719 1,052,969
@ Unrealized loss on investments ( 74,381 ) o ( 74,381 )

Excess of revenues, recoveries and unrealized .

i loss on investments over eXpenses 142,894 ( 142,894 } -
Increase in net position 142,175 142,175
Fund balance/net position:
Beginning of year 6,276,724 e 6,279,511
End of year $ 6419618 § e $ 6,421,686

See accompanying noies.




Guam Preservation Trust
(A Component Unit of the Government of Guam)

Notes to Financial Statements

Year ended September 30, 2013

1. Organization

- The Guam Preservation Trust (the Trust), is an expendable trust fund that was established by
o Public Law 20-151 dated March 21, 1990 (as amended by Public Law 21-07 on April 19, 1991

and amended by Public Law 27-89 on May 6, 2004).

The Trust is a component unit of the Government of Guam. The Trust is governed by a Board of
Directors, who shall be appointed by the Governor of Guam with the advice and consent of the
Guam Legislature. Employees of the Trust are not Government of Guam employees and,
accordingly, do not participate in the Government of Guam’s retirement system.

Z
B

The Trust was created for the following purposes:

e To seek grants and donations;
o To acquire title to threatened Guam properties for the preservation of their value whether

in fee simple, leasehold, or by easement, through donation, transfer, dedication, purchase

and eminent domain;

To award grants for archaeological investigations;

o To prepare a Guam Preservation Trust Master Plan (the Plan) identifying by order of
priority, the buildings, structures and sites which in the opinion of the Trust are deserving
of preservation and which shall be preserved. The Trust shall hold a public hearing on
the proposed plan and shall transmit the Plan to I Liheslaturan Guahan sixty (60) days
prior to its implementation; and

o To support other activities directly related to increasing public appreciation of and benefit

from historical places.

»

.
2

7

i

2. Summary of Significant Accounting Policies

The Trust’s basic financial statements consist of government-wide statements, including a
statement of net position and a statement of activities, and fund financial statements which

provide a more detailed level of financial information.

o
E
|

The financial statements of the Trust are prepared in accordance with U.S. generally accepted
accounting principles (GAAP). The Governmental Accounting Standards Board (GASB) is the
recognized standard-setting body for establishing Governmental Accounting and Financial

Reporting Principles.

E
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Guam Preservation Trust
(A Component Unit of the Government of Guam)

Notes to Financial Statements, continued

7. Summary of Significant Accounting Policies, continued

Government-wide Financial Statements

resents the non-fiduciary financial condition of the Trust’s assets
1) assets invested in capital asscts net of
duced by liabilities and deferred inflows of

The statement of net position p
after liabilities are deducted and consists of (
accumulated depreciation, (2) restricted assets re
resources related to those assets and (3) unrestricted assets.

Assets are reported as restricted when constraints are imposed by third parties or enabling

legislation. All other assets are unrestricted.

Measuremernt Foeus/Government-wide and Fund Financial Statements

@

.
oy

epared using a flow of eCconomic resources
sociated with the operation of the Trast are

7

The government-wide financial statements are pr
measurement focus. All assets and all liabilities as
included on the statement of net position.

. The governmental fund financial statements of the Trust are accounted for using a flow of
% current financial resources measurement focus. The statement of governmental fund revenues,
ance reports on the sources (i.e., revenues and other

- expenditures and changes in fund bal
i ditures and other financing uses) of current financial

financing sources) and uses (i.e., expen
resources. This approach differs from the manner in which the governmental activities of the

government-wide financial statements are prepared.

The modified accrual basis of accounting is used by governmental funds. Under the modified
accrual basis of accounting, revenues are recognized when susceptible to accrual (i.e., when they

become both measurable and available). «“Measurable” means that the amount of the transaction
can be determined and “available”™ means that the amount of the transaction is collectible within
¢ used to pay liabilities of the current period. A

the current period or soon enough thereafter to b
one-year availability period is used for revenue recognition for all governmental fund type

reveniues. Bxpenditures are recorded when the related fund liability is incurred.

.

T

Fund Financial Statements

the Trust accounted for its financial activities in a single governmental
fund. A fund is defined as a fiscal and accounting entity with a self balancing set of accounts.
Governmental funds are those through which most governmental functions are financed.
Governmental fund reporting focuses on the sources, uses and balances of current financial
resources. The difference between governmental fund assets and liabilities is reported as fund
balance. The ending fund balance on the balance sheet is reconciled to the ending net position.

During 2013 and 2012,

S
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Guam Preservation Trust
(A Component Unit of the Government of Guam)

Notes to Financial Statements, continued

2. Summary of Significant Accounting Policies, continued
Fund Financial Statements, continued

Adjustments required to reconcile total governmental fund balance to net position of
governmental activities in the Statement of Net Position as of September 30, 2013 is as follows:

Fund balance ~ governmental funds $6,419,618

Amounts reported for governmental activities in the
Balance Sheet differ from the amounts reported in
the Statement of Net Position because:

Capital asscts used in the governmental activities are
not financial resources and, therefore, are not

reported in the funds 2.068
Net position of governmental activities $6.421,686

Adjustments required to reconcile net change in total governmental fund balance to change in net
position of governmental activities in the Statement of Activities for the year ended September
30, 2013 is as follows:

Net change in fund balances - governmental funds $142.894

Amounts reported for governmental activities in the Statement
of Government Fund Revenues, Expenditures and Changes in
Fund Balance differ from the amounts reported in the
Statement of Activities because:

Governmental funds report capital outlays as expenditures.
However, in the Statement of Activities, the costs of those
assets are allocated over their estimated useful lives as
depreciation expense. This is the amount by which the

depreciation exceeded capital outlays (719
Change in net position of governmental activities $142.175

20
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Guam Preservation Trust
(A Component Unit of the Government of Guam)

Notes to Financial Statements, continued

2. Summary of Significant Accounting Policies, continued

Cash and Cash Equivalents

overnmental Funds balance sheet/statement of net

For the purpose of presentation in the G
t of cash balances deposited in banks and money

position, cash and cash equivalents consis
market accounts.

Investments

recorded at fair value. Fair value is the amount
anged in a cutrent transaction between willing
primarily determined based on quoted

Investments and related investment earnings are
at which a financial instrument could be exch
parties, other than in a forced or liquidation sale and are

market values.

Capital Assets

Property and equipment are stated at cost at the date of acquisition. The costs of normal
maintenance and repairs that do not add to the asset value or materially extend the useful life of
the assets are expensed. Capital assets are depreciated over a period of 3 to 5 years using the

straight-line method.

Revenue Recognition

Revenues are recorded upon notification of receipt of building permit fees by the Government of
Guam’s Department of Administration.

Revenues of the Trust are comprised of building permit fees and interest earned on cash and

investment balances. Public Law 20-151, Section 13, provides that the Trust will receive
puilding permit fees and re-inspection fees collected by the Department of Public Works of the

Government of Guam and fines for vandalism and unlawful taking of historic properties.

Income Taxes

The Trust is exempt from Guam ncome taxes under Section 501(c)(3) of the Guam Territorial

Income Tax Laws.

21



Guam Preservation Trust
(A Component Unit of the Government of Guam)

Notes to Financial Statements, continued

2. Summary of Significant Accounting Policies, continued

Compensated Absences

GASB Statement No. 16, Accounting for Compensated Absences, provides that liabilities for
vacation leave and other compensated absences, excluding sick leave, will be accrued provided

the leave is attributable to past service.
The Trust compensates its employees for annual leave as follows:

e One half day (4 hours) for each full biweekly pay period in the case of employees with
less than (1) to five (5) years of service;

« Three-fourths day (6 hours) for each biweekly pay period except that for accrual for the
last full biweekly pay period in the year shall be one and one-forth (10 hours) in the case

of employees with six (6) to ten (10} years of service;

e One day (8 hours) for each full biweekly pay period in the case of employees with eleven
(11) or more years of service.

Employees entitled to annual leave may accumulate up to four hundred eighty (480) hours
thereof. Any annual leave earned by eligible employees in excess of four hundred eighty (480)
hours shall be automatically credited to such employee’s accumulated sick leave, provided, that
not more than one hundred (100) hours shall be credited to said sick leave.

Fund Balances - Assigned

Assigned fund balances for governmental funds represent the amount available for funding
historical preservation projects as determined by the Board of Directors of the Trust.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosures of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

22
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Guam Preservation Trust
(A Component Unit of the Government of Guam)

Notes to Financial Statements, continued

2. Summary of Significant Accounting Policies, continued
Recently Adopted Accounting Pronouncements

In June 2011, GASB issued Statement No. 63, Financial reporting of Deferred Outflows of
Resources, Deferred Inflows of Resources, and Net Position, effective for periods beginning after
December 15, 2011. The Statement provides financial reporting guidance for deferred outfiows
of resources and deferred inflow of resources. Deferred outflows is defined as the consumption
of net assets by the government that is applicable to a future reporting period and deferred
inflows is defined as the acquisition of net assets by the government that is applicable to a future
reporting period. GASB No. 63 also amends the net asset reporting requirement by incorporating
deferred outflows of resources and deferred inflow of resources into the definitions of the
required components of the residual measure and by renaming that measure as net position,
cather than net assets. The Trust’s adoption of GASB No. 63 in 2013 resulted in a change in the
presentation of the statements of net assets to what is now referred to as the statements of net
position and the term “net assets” was changed to “net position” throughout the financial

statements.

‘The implementation of GASB No. 63 did not have a material effect on the financial statements

of the Trust.

Upcoming Accounting Pronouncements

In March 2012, GASB issued Statement No. 65, ltems Previously Reported as Assets and
Liabilities, effective for periods beginning after December 15, 2012, This Statement establishes
accounting and financial reporting standards that reclassify, as deferred outflows of resources or
deferred inflows of resources, certain items that were previously reported as assets and liabihties
and recognizes, as outflows of resources or inflows of resources, certain items that were

previously reported as assets and liabilities.

In March 2012, GASB issued Statement No. 66, Technical Corrections — 2012, an amendment of
GASB Statements No., 10 and No. 62, effective for periods beginning after December 15, 2012.
The objective of this Statement is to improve accounting and financial reporting by state and
local governmental entities by resolving conflicting guidance that resulted from the issuance of
two pronouncements- Statement No. 54, Fund Balance Reporting and Governmental Fund Type
Definitions, and No. 62, Codification of Accounting and Financial Reporting Guidance

Contained in Pre-November 3 0, 189 FASB and AICPA Pronouncemenis.
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Guam Preservation Trust
(A Component Unit of the Government of Guam)

Notes to Financial Statements, continued

7. Summary of Significant Accounting Policies, continued

Upcoming Accounting Pronouncements

sued Statement No. 67, Financial Reporting for Pension Plans, an
25, effective for periods beginning after June 15, 2013, This

Statement establishes financial reporting, standards for state and local governmental pension
plans, defined benefit pension plans and defined contribution pension plans that are administered

through trusts or equivalent arrangements that meet certain criteria.

In June 2012, GASB 13
amendment of GASB Statement No.

In June 2012, GASB issued Statement No. 68, Accounting and Financial Reporting for
Pensions, an amendment of GASB Statement No. 27, effective for periods beginning after June

15, 2014. This Statement establishes accounting and financial reporting requirements related to
pensions for governments whose employees are provided with pensions through pension plans

that are covered by the scope of this Statement, as well as for nonemployer governments that
have a legal obligation to contribute to those plans.

In January 2013, GASB jssued Statement No. 69, Government Combinations and Disposals of
for periods beginning after December 15, 2013. This

Government Operations, effective
Statement establishes accounting and financial reporting standards related to government
combinations and disposals of government operations. In addition, this Statement provides

specific accounting and financial reporting guidance for combinations in the governmental
environment and also improves the decision usefulness of financial reporting by requiring that

disclosures be made by governments about combination arrangements in which they engage and
for disposals of government operations.

In April 2013, GASB issued Statement No. 70, Accounting and Financial Reporting Jor
Nonexchange Financial Guarantees, effective for periods beginning after June 15, 2013. The
objective of this Statement is to improve accounting and financial reporting by state and local
governments that extend and receive nonexchange financial guarantees. This Statement requires
a government that extends a nonexchange financial guarantee to recognize a liability when
qualitative factors and historical data, if any, indicate that it is more likely than not that the

government will be required to make a payment on the guarantee.

The Trust is currently evaluating the effects the above upcoming accounting pronouncements

might have on its financial statements.
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Guam Preservation Trust
(A Component Unit of the Government of Guam})

Notes to Financial Statements, continued

3. Cash and Cash Equivalents and Investments

In accordance with GASB Statement No. 40, Deposit and Investment Risk Disclosures, the Trust
has assessed the custodial credit risk, interest rate risk, credit risk, and concentration of credit
risk of its cash and cash equivalents, and investments.

Cash and cash equivalents and investments as of September 30, 2013 is classified in the
statement of net position as follows:

Cash and cash equivalents $3.501.457
Investments $2.561,238

The Trust uses market quotations to measure fair value of investments.

Custodial Credit Risk

Custodial credit risk for cash and cash equivalents is the risk that in the event of a bank failure,
the Trust’s deposits may not be returned to it. The Trust does not have a deposit policy for
custodial credit risk. As of September 30, 2013, cash and cash equivalents were held by
depositories and amounted to $3,501,457 of which $553,187 were insured and $2,948,270 were
uninsured and uncollateralized. Based on negotiated trust and custody contracts, all of the
investments were held in the Trust’s name by the Trust’s custodial financial institution at
September 30, 2013.

As of September 30, 2013, the Trust also had $1,476,254 deposited in an interest bearing money
market account which can be liquidate{_d within 24 hours notice to the bank. The account is
backed by short term U.S. treasury securities but is not insured by the Federal Deposit Insurance

Corporation. ‘

For an investment, custodial credit risk is the risk that, in the event of the failure of the
counterparty, the Trust will not be able to recover the value of its investments or collateral
securities that are in the possession of an outside party. The Trust does not have an investment

policy for custodial credit risk.

Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an
investment. To minimize interest rate risk, the maturities of investments are limited to one year
or less. This reduces the impact of interest rate movements seen with longer maturity

investments.

25
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Guam Preservation Trust
(A Component Unit of the Government of Guam)

Notes to Financial Statements, continued

3. Cash and Cash Equivalents and Investments, continued
Coneentration of Credit Risk

Concentration of credit risk for investments is the risk of loss attributed to the magnitude of an
entity’s investment in a single issuer. The Trust minimized credit risk losses by limiting
investments to low risk securities. The following represents the Trust’s investments as of
September 30, 2013:

Type Amount % of Portfolio
ETFs/Mutual Funds $2,561,238 100%
As of September 30, 2013 and 2012, the Trust had a formal investment policy adopted.
4. Due from Government of Guam Building Permit Fund

The due from Government of Guam Building Permit Fund balance represents accumulated
building permit fees and re-inspection fees collected and deposited with the Treasurer of Guam
by the Government of Guam’s Department of Public Works but not yet transferred to the Trust.
Management of the Trust is of the opinion that such balances are due and payable to the Trust.

On December 30, 2010, Public Law 30-228 was signed into law, which authorizes the issuance
of Government of Guam limited obligation bonds for the purpose of acquiring, constructing and
equipping an educational cultural facility and certain other projects that benefit Guam’s tourism
industry. Section 1(i)(2)(c) noted a portion of the proceeds will be used for reimbursements to
the Trast for past failures to deposit into and transfer out of the Trust’s fund.

In September 2012, the Trust received approximately $4.3 million relating to this bond issue.

The Trust recorded an allowance for uncollectible receivables totaling $1,517,137 as of
September 30, 2013.
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Guam Preservation Trust
(A Component Unit of the Government of Guam)

Notes to Financial Statements, continued

5. Property and Equipment

The following is a summary of the changes in capital assets for the year ended September 30,

2013:
Beginning Transfers
Balance and Ending Balance
October 1. 2012 Additions  Deletions September 30, 2013
Fumniture, fixtures, and equipment  $18,649 3 - § - $18,649
Less accumulated depreciation (15,862) (719) e (16,581)
$.2.787 5(119) Sz $.2,008

Invested in capital assets

6. Commitments and Contingencies

In 1991, the Trust acquired a leasehold interest in 2 Guam property of historical significance.
The lease agreement, which expires on December 31, 2037, calls for the Trust to remit monthly
payments totaling $798 up to 2012 and will increase every ten years thereafter.

nation dated December 10, 1998. Rental payments have not

The Trust issued a letter of termi
s of September 30, 2013.

been remitted since September 1999 and total approximately $134,000 a
The Jessor has not taken efforts to collect.

The Trust, as a component unit of the Government of Guam, is covered under the Government of
Guam Claims Act. This act prohibits the lessor from pursuing collection of outstanding rents
beyond the past 18 month period. Accordingly, the Trust believes its maximum obligation as of
September 30, 2013 will not exceed approximately $14,000. Because the lessor has not pursued

collection, the Trust has not recorded any accrued liability.
Future rental payments as of September 30, 2013, are as follows:

Year ending September 30,

2014 $ 10,536
2015 10,536
2016 10,536
2017 10,536
2018 10,536
Thereafter 221,933
§274.613




i
=
=3
.

e

e

P

]

-

sz

Guam Preservation Trust
(A Component Unit of the Government of Guam)

Notes to Financial Statements, continued

6. Commitments and Contingencies, continued

Subsequent to September 30, 2013, the Trust and the heirs to the aforementioned property
reached an agreement whereby the Trust will purchase the property. A petition to approve the
purchase and sale is pending filing with the probate court.

In December 2010, the Trust entered into a memorandum of agreement with the Guam
Department of Parks and Recreation and the State Historic Preservation office regarding the
obligations and rights with respect to the occupancy and the maintenance of the Jose P. Lujan
House (“Lujan House™). In exchange of using the Lujan House for office space at no cost, the
Trust is to pay for certain costs, including utilities and insurance for the building. The terms of
the agreement will be for 25 years with a 5 year option to renew at the end of the term.

The Trust has commitments to pay $565,261 to fund grants approved as of September 30, 2013.
The Trust will release the funds to the grantees only upon satisfactory performance by the
grantees of requirements called for in their respective grant agreements.

7. Employee’s Retirement Plan

Employees of the Trust are not classified as Government of Guam employees and do not
participate in the Government of Guam Employees’ Retirement System. Instead, the Trust’s
Board of Directors, through Resolution 0806-31, approved the adoption of a Simple IRA

Retirement Plan.

Employees can contribute up to the maximum allowable limit and the Trust offers a matching
contribution of up to three percent (3%) of the gross annual salary of employees. To qualify,
employees must complete one year of service with the Trust.

For the year ended September 30, 2013, the retirement contribution amounted to $5,406 which is
included as a component of personnel services in the accompanying Statements of Government
Fund Revenues, Expenditures and Changes in Fund Balance/Statements of Activities.
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Guam Preservation Trust
(A Component Unit of The Government of Guam)

Governmental Funds
Balance Sheet/Statement of Net Position
As of September 30, 2013
(With comparative totals as of September 30, 2012)

General General Statement of Statement of
Fund Fund Net Posttion Net Posttion
= 2013 2012 2013 2012
. Assets:
;“%é Cash and cash equivalents $ 3501457 $ 4,024,170 § 3,501,457 § 4,024,170
Investments (Nole 3 2,561,238 1,780,695 2,561,238 1,780,695
% Due from Government of Guam
. Building Permit Fund, net 404,474 662,684 404,474 662,684
Prepaid expenses 8417 13,413 8,417 13,413
| Property and equipment, nct " e 2,068 2,787
Total assets 6,475,586 6,480,962 6,477,654 6,483,749
Liabilities and Net Position:
Accrued expenses 47,968 196,238 47,968 196,238
Grant depostt 8,000 8,000 8,000 8,000
Total kabilitics 55,968 204,238 55,968 204,238
% Fund Balances - assigned 6,419,618 6,276,724 - -
) Total fimd balances 6,419,018 6,276,724 - -
Total liabilities and fund
= balances $ 6,475,586 § 6,480,962
Net Position:
Invested in capital assets 2,068 2,787
Unrestricted 6,419,618 6,276,724
Total net position 6,421,686 $ 6,279,511
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Guam Preservation Trust
(A Component Unit of The Government of Guam)

Staternent of Governmental Fund Revenues, Expenditures and
Changes in Fund Balance /Schedule of Activities

Year ended September 30, 2013

(With comparative totals for the year ended September 30, 2012)

Revenues:
Builkdmg permit fees
Interest mcome

Total revenues

Expendiures:
Program services - projects/grants

Supporting services:
Personnel
Contractual
Trust fimd and nvestment fees
Supplies and equipment rental
Travel
Utilities
Commumication
Miscellaneous
Advertising
Stipend
Deprecition expense
Capital outlays

Total expenditures/expenses

Recovery of bad debt
(Gam on sale of mvestments
Unrealized (loss) gain on mvestments

Excess of revenues, recoveries and
gain on investments over expenses

Increase in net position

Fund balance/net position:
Beginning of year

End of year

General General Statement of Statement of
Fund Fund Activities Activities
2013 2012 2013 2002
$ 1,181,790 § 1,094,760 § 1,181,790 § 1,064,760
87,735 23,368 87,735 23,368
1,269,525 1,118,128 1,269,525 1,118,128
648,066 383,361 648,066 383,361
276,854 297.708 276,854 297,708
44,937 50,676 44,637 50,676
25,313 5,114 25313 5,114
19,735 13,188 19,735 13,188
18,911 12,999 18,011 12,999
5,199 4,647 5,199 4,647
4,509 4,191 4,509 4,191
3,935 2,027 3,935 2,027
3,841 3,012 3,841 3,012
950 1,800 950 1,800
—— — 719 934
- 741 —— —
404,184 396,103 404,903 396,296
1,052,250 779,464 1,052,969 779,657
— 4,289,551 o 4,289,551
— 400 - 400
( 74,381 ) 120,158 ( 74381 )} 120,158
142,894 4,748,773 —— -
142,175 4,748,580
6,276,724 1,527,951 6,279,511 1,530,931
£ 6419618 % 6,276,724 § 6,421,686 % 6,279,511
30
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Report of Independent Auditors on Internal Control Over Financial Reporting and
on Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

The Board of Directors
Guam Preservation Trust

We have audited, in accordance with auditing standards generally accepted in the United States
and the standards applicable to financial audits contained in Government Audiring Standards
issued by the Comptroller General of the United States, the financial statements of the Guam
Preservation Trust (the Trust), which comprise the statement of net position as of September 30,

2013, and the related statement of activities for the vear then ended. and the related notes to the
financial statements, and have issued our report thereon dated February 13, 2014,

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Trust’s
internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Trust’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Trust’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timelv basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged by governance.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider 1o be material weaknesses.
However, material weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Trust’s financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and
material cffect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

Purpese of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the result of that testing, and not to provide an opinion on the entity’s internal
control over compliance. This report is an integral part of an audit performed in accordance with

Government Auditing Standards in considering the entity’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

Sant ¥ LLP

February 13, 2014
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February 13, 2014

The Board of Directors
Cruam Preservation Trust

In planning and performing our audit of the financial statements of the Guam Preservation Trust
(the Trust) as of and for the year ended September 30, 2013, in accordance with auditing
standards generally accepted in the United States, and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroiler General of the United
States, we considered its internal control over financial reporting (internal control) as a basis for
designing our auditing procedures for the purpose of expressing our opinion on the financial
statements. but not for the purpose of expressing an opinion on the effectiveness of the Trust’s
internal control.  Accordingly, we do not express an opinion on the effectiveness of the Trust’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough 0 merit attention by those charged with governance.

During our audit, we noted the following deficiencies in internal control (as described above)
and other matters:

Outstanding Encumbrances
The Trust has certain outstanding encumbrances that are over one vear old. We recommend that

the Trust revisit these outstanding encumbrances to ensure the projects are still active and in
compliance with the terms of the grant agreement.




The Board of Directors Page 2
Guam Preservation Trust
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This communication is intended solely for the mformation and use of Management and the
Board of Directors of the Trust, others within the organization, and the Office of the Public
Accountability, and is not intended to be and should not be used by anvone other than these
specified parties. However, this report is also a matter of public record.

We would be pleased to discuss the above matters or to respond to any questions, at your
convenience,

Srnat + LLP

b

February 13, 2014
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Statement of Auditing Standards No. 114
The Auditor’s Communication with Those Charged
with Governance
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February 13, 2014

The Board of Directors
(Guam Preservation Trust
P.O. Box 3036

Hagatna, Guam 96932

Dear Members of the Board:

We have performed an audit of the financial statements of the Guam Preservation Trust (the
Trust), a component unit of the Government of Guam, as of and for the year ended September 30,
2013, in accordance with auditing standards generally accepted in the United States and the
standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States, and have issued our report thercon dated February
13,2014

This report summarizes our communications to the board of directors required by our
professional standards to assist you in fulfilling your obligation to oversee the financial reporting
and disclosure process for which the management of the Trust is responsible.

Required Communications

Statement on Auditing Standards No. 114, The Auditor's Communication With Those Charged
With Governance, and other professional standards require the auditor to provide the Board of
Directors (the Board or those charged with governance) with additional information regarding
the scope and results of the audit that may assist the Board (or those charged with governance) in
overseeing the financial reporting and disclosure processes which the management of the Trust is
responsible. We summarize these required communications as follows:

Auditor’s Responsibilities under Auditing Standards Generally Accepted in the United
States (US GAAS) and Generally Accepted Government Auditing Standards (GAGAS)

The financial statements are the responsibility of the Trust’s management. Our audit was
designed in accordance with the auditing standards generally accepted in the United States and
the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States, to obtain reasonable, rather than absolute,
assurance that the financial statements are free of material misstatement. We were not engaged
to perform an audit of the Trust’s internal control over financial reporting.
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The Board of Directors
Guam Preservation Trust

Auditor’s Responsibilities US GAAS and GAGAS, continued

Our audit included consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Trust’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis.
evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, and evaluating the
overall financial statement presentation.

As part of our audit, we considered the Trust’s internal control over financial reporting as a basis
for designing audit procedures that were appropriate in the circumstances.

The Adoption of, er a Change in Significant Accounting Policies

We determined that the Board is informed about the initial selection of, and any changes 1n
significant accounting principles or their application when the accounting principle or its
application, including alternative methods of applying accounting principles, has a material
effect on the financial statements.

In fiscal year 2013, the Corporation adopted Government Accounting Standards Board
(GASB) Statement No. 63 GASB issued Statement No. 63, Financial Reporting of Deferred
Qutflows of Resources, Deferred Inflows of Resources and Net Position.

Auditor’s Judgments about the Quality of the Trust’s Accounting Principles

We discussed our judgments about the quality, not just the acceptability, of the Trust’s
accounting principles as applied in its financial reporting, including the consistency of the
accounting policies and their application and the clarity and completeness of the financial
statements and related disclosures.

The Trust has consistently applied accounting principles generally accepted in the United States
(US GAAP) and adequately disclosed required US GAAP disclosures in the financial statements.

Sensitive Accounting Estimates

The preparation of financial statements in conformity with US GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities, and
disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates. Certain estimates are particularly sensitive due to their significance
to the financial statements and the possibility that future events may differ significantly from
management’s expectations.

We determined that the Board is informed about management’s process for formulating
particularly sensitive estimates and about the basis to our conclusions regarding the
reasonableness of those estimates.



—

st

EneEE

SR

The Board of Directors
Guam Preservation Trust

Sensitive Accounting Estimates, continued
Management’s judgment is called upon in:

Preparing budgets used to determine how tunds will be used in the Trust’s operations
Determining the valuation of investments

Determining the adequacy of the recorded valuation of recetvables, including the need for
any reserve

Significant Audit Adjustments

We proposed two adjusting journal entries, which the Trust subsequently agreed to be reflected
in the financial statements (see Appendix A — Adjusting Journal Entries).

Uncorrected Misstatements Considered by Management to be Immaterial

Certain uncorrected misstatements accumulated by us (i.e. adjustments either identified by us or
brought to our attention by management) were identified during the audit and pertaining to the
latest period presented, which were determined by the Trust’s management to be immaterial,
both individually and in the aggregate, to the financial statements as a whole (see Appendix B —
Summary of Uncorrected Misstatements).

Additionally, we noted that the management of the Trust had not remitted payments to the
owners of the Rosario Estate. Unpaid amounts total approximately $134,000 since the Trust’s
last payment in September 1999. As a component of the Government of Guam, the Trust 1s
covered under the Government Claims Act and accordingly, past due rentals for the 18 month
period totals approximately $14,000. Management of the Trust believes this 1s the maximum
exposure under the Government of Guam Claims Act. Furthermore, it is the Trust’s position that
no liability exists as the lessors have not pursued collections of the past due amount since 1999
and the Trust is attempting to terminate the lease.

Other Information in Documents Containing the Audited Financial Statements

We reviewed the Management’s Discussion and Analysis and the Schedule of Grant Projects
Reserved for Encumbrances in the financial statements to ensure consistency with the audited
financial statements.

Consultation with Other Accountants

We are not aware of any consultations that management may have had with other accountants
regarding any significant auditing and accounting matters during the fiscal year ended September
30, 2013.
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The Board of Directors
Guam Preservation Trust

Disagreements with Management on Financial Accounting and Reporting Matters

There were no disagreements with the Trust’s management on financial accounting and reporting
matters,

Major Issues Discussed with Management Prior to Retention
There were no major issues discussed with the Trust’s management prior to our retention.

Methods of Accounting for Significant Unusual Transactions and for Controversial or
Emerging Issues

We are not aware of any significant unusual transactions recorded by the Trust or of any significant
accounting policies used by the Trust related to controversial or emerging areas for which there is a
lack of authoritative guidance.

Serious Difficulties Encountered in Dealing with Management in Performing the Audit

There were no serious difficulties encountered in dealing with management in performing the audit.

Fraud and Illegal Acts

We are not aware of any matters that require communication. Furthermore, the Trust’s management
has represented to us that they were not aware of any fraud or illegal acts for the period from October
1, 2012 to February 13, 2014 (see Appendix C — Management s Representation Letter).

Significant Deficiencies and Material Weaknesses in Internal Control

We did not identify any control deficiencies in internal control during the course of our audit.

Independence

We are not aware of any relationships between EY and our related entities, and the Trust, or any
other matters that in our professional judgment, may reasonably be thought to bear on our
independence.

We confirm that we are independent with respect to the Trust within the meaning of the applicable
published rules and pronouncements, its interpretations and rulings.
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The Board of Directors
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This report is intended solely for the use of the Trust’s board of directors and management, the Office
of Public Accountability, and is not intended to be and should not be used by anyone other than these
specified parties. However, this report is also a matter of public record.

We would be happy to discuss the contents of this report and answer any questions you may have
about these or any other audit related matters.

Very truly yours,

St + LLP
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The Board of Directors
Guam Preservation Trust

Appendix A — Adjusting Journal Entries

-
Guam Preservation Trust
Your End: Septambar M, 2043
Adjusting Journat antriss
Cartm: 1010202 To 33MXME
Sumber Onts riame {Acsmmh‘n | Reference | Mmourt Netincomes {Lows}l] Awoust Chg |
Wt come {Loze} Sors Apxunens 182,508 60
AJEET WS Accand Expeart s N {71808
AEM #NATI  Accanting Sevices sEM M1 13730
AT 9313 Lujen Hos Corsnction 6514 M1 555800
8.00 18542000 {7.385.00}
AR WIWNT]  Due from Geosow Fux i = I 25007
AJERZ WIVII  Buldng Peimk Fas gliz} El A3 2950
To recond tw dfwence
mranums, 35 per DOW conlmpetion.
0B 21750 I G0
o0 14 175.08 5042000

Concurrence:

o

o comary 13,2014
Joseph Qw.u‘%z, Chief Program Officer Date

GuaM PRESERVATION TRUST
INANGOKKON INADAH ] GUAHAN

P.C. Box 3036 - Agana, Guam 98910 » Tel: (871) 734- 1102 - Fax: (871) 734-1103

g The above adjustments have been discussed with ns and we agree to recerd thero.
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Appendix C — Management Representation Letter

GUAM PRESERVATION TRUST

INANGOKKON INADAM! GUAHAN

PO, BOX 3098 - Haghtfis, Guam $6532 ’
Tel: (671) 472-9439/30 « Fax; {671} 477-2047 T
. uampreservationirust.com

February 13, 2014

Emnst & Young LLP

Ernst & Young Building
231 Ypao Road, Suite 201
Tamuning, Goam 96931

Tn connection with your andits of the basic financial statements of the Guam Preservation Trust
(the Trust) as of September 30, 2013 and 2012 and for years then ended, we recognize that
obtaining representations from us concerning the information contzined in this letter is a
significant procedure in enabling you to form an opinion whether the financial statements present
fairty, in all material raspects, the financial position of govertental activitics, the business-type
activities, the aggregate discretely presented component units, each major fund and the aggregate
remaining find information of the Trust and the respective changes in financial position and cash
flows, where applicable, thereof in conformity with U.S. generally accepted accounting
principles.
Ccrtainrepmscntationsinthislcttcrarcdcscn"bcdasbcing]iuﬁtcdtom&ttexsthatmmmcﬂﬁ
Tiems are considersd material, regardless of size, if they involve an omission or misstatement of
accounting information that, in light of surrounding circumstances, makes it probable that the
judgment of a reasonable person relying on the information would be changed or influenced by
the omission or misstaternent.

Accordingly, we make the following represcntations, which are true to the best of our knowledge
and belief: )

Management's Responsibilities

We have fulfilled our responsibilities, as set forth in the terms of the andit engagement agreement
dated July 30, 2012, for the preparation and fair presentation of the financial statements in
conformity with US generally accepted accounting principles (US GAAP) applied on 2 basis
consistent with that of the preceding years. - '

We acknowledge our respousibility for the design, implementation and maintenance of internal
control relevant to the preparation and fair presentation of financial staterents that are free from
material misstatement, whether due to frand or error. We have provided you with:

e Access to all information, of which we are aware, that is relevant to the preparation and
fair presentation of the financial statements such as records, documentation and other
maters

+ Additiopal information that you have requested from us for the purpose of the audit

o Unrestricted access to persons within the Company from whom you determined it
pecessary to obtain andit evidence

o
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Erost & Young LLP assisted in drafting the format of the financial statement footnotes and the
formatting of the various fund financial statements that appear in the Trust’s finaocial statements
in aceordance with standards of the Governmental Accounting Standards Board. Management
accepts responsibility for the fund finemcial statements that appear in the Trust's financial
statements ag our own and have prepared the source dociments for all mansactions and kave
maintained accounting control.

We have made available to your representatives all financial records and related data.

The financial statements properly classify all funds and activites.

Net asset components (invested in capital assets, net of related debt; restricted; and unrestricted)
and fund balance reserves and designations are properly classified and, if applicable, approved.
Required supplementary information (MD&A) and other schedules are measured and presented
within prescribed gridelines.

We have no plans or intentions that may materially affect the carrying value or classification of
assets and Habilities.

Governmental entities

We recognize that we are responsible for the Trust’s compliance with the laws, regulations, and
contracts that are applicable to it. We have identified and disclosed to your representatives, all
laws and regulations that have direct and material effect on the determination of financial
statement amounts.

Uncorrected Misstatements

We acknowledge that the Trust has not remitted payments to the owners of the Rosario Estate.
Unpaid amounts total approximately $123,000 since our last payment in September 1992,
However, as a component of the Govermment of Guam, the Trust is covered upder the
Government Claims Act. This prohibits the lessor from pursning coliections of amount beyond
the most recent 18 month period from September 30, 2012, accordingly, past due rentals for the
18 month period totals approximately $14,000. We believe this is our maximum exposure under
the Government of Guarn Claims Act. Furthermore, our position is that no liability exists as the
lessors have not pursued collections of the past due amount since 1999 and we are stterapting to
terminate the lease.

We believe that the effects of any uncorrected misstatements, summarized in the accompanyiog
schedule, accumulated by you during the cwurent andit and pertaining to the latest perdod
presented are fmoeaterial, both individually and in the aggregate, to the financial statements as a
whole.

Internal Control

There are ro transactions of & material nature, individually or in the aggregate, that have not been
properly recorded in the accounting records underlyiog the financial statements.

GUAM PRESERVATION TRUST
INANGOKRKON INADAH I GUAHAN

P.Q. Bo;( 3038 + Agana, Guam 86810 » Tel (671) 734- 1102 » Faxc (671) 7341103
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We are pot aware of any significant daficiencies or material weakpesses in the design of
operation of internal control over financial reporting. There have been no sigrificant changes in
internal control since September 30, 2013,

Minutes and Contracts

The dates of Bosard of Director meetings from October 1, 2012 to date of this letter arc as
follows: -

March 17, 2013
April 17, 2013
June 19, 2013
August 14, 2013
September 11, 2013

" s ¢ &

We have made available to you all minutes of the meetings of directors and committees of
directors, or sumrnaries of actions of recent meetings for which minutes have not yet been
prepared.

We also have made available to you sll significant contracts, including amendments, and
agreements and have communicated to you all significant oral agreements. We have complied
with all aspects of contractual agreements thar would have a material effect on the financial
statements in the event of noncompliance, including all covemants, conditions or other

requirements of 2l outstanding debt.

Significant assumptions

Significant assumptions used by us in making accounting estimates, inclnding those measmed at
fair valoe, are reasonabie and supportable.

Risks and Uncertainties

There are no risks and uncertainties related to significant estimates and current vulnerabilities
dme to material concentrations that have not been disclosed in accordance with the Financial
Accounting Standards Board (FASB) Accounting Standards Codification (ASC) 275, Risks and
Uncertainties.

Ownership and Pledging of Assefs

There are no properties capitalized under capital leases. The Trust has satisfactory title to all
assets appearing in the statements of net position. No security agreements have besa executed
under the provisions of the Uniform Commercial Code, and thers are no liens or encumbrances
om sssets, nor has’ any asset been pledged. All assets to which the Trust bas satisfactory title
appear in the statements of net position.

Receivables
Receivables represent valid claims against the debtors indicated. Adeguate provision has been
made for losses that may be incurred subsequent to the statement of net position dates.

GUAM PRESERVATION TRUST

INANGOKKON INADAH I GUAHAN
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Financial Instruments
The Trust has properly classified equity securities with readily determinable fair values as either
available-for-sale or trading.

Significant concentrations of credit risk arising from ali financial instraments and information
about the collateral supporting such financial instruments has been properly disclosed in the
financial statements.

Long-lived Assets to be Held and Used, Including Amaortizable Intangible Assets

Mo events or changes in circumstances have occurred that indicate the carrying amounts of long-
lived assets to be Held and used, including intangible assets that are subject to amoriization, may
not be recoverable.

Pension Benefits

We have disclosed to you all significant pension benefits promised and have made available to
you all significant summary plan descriptions, benefit communications, and all other relevant
information, including plan changes that constitute the plan.

Contingent Linbilities
There are no unasserted claims or sssessments, including those our lawyers have advised us of,

that are probable of assertion and must be disclosed in accordance with ASC 450-20,
Contingencies — Loss Contingencies other than those disclosed in the financial statements.

There have been no violations ar possible violations of laws or regnlations in any jurisdiction
whose effects shonld be considered for disclosure in the financial staterents or as a basis for
recording a loss contingency.

There have been no violations of provisions of contracts and grant agreements with effects that
should be considered for disclosure in the financial statemnent as a basis for recording & loss
contingency, other than those disclosed in the financial staierments.

There have been no internal investigations or communications from regulatory agencies or
government representatives concerning investigations or allegations of noncompliance with laws
or regniations in any jurisdiction, noncompliance with or deficiencies in financial reporting
practices, or other matters that could have a material effect on the financial statements.

There are no other liabilities or gain or loss contingencies considered matexial, individually or in
the aggregate, that are required to be eccrued or disclosed by ASC 450-20, Contingencies, other
than those accrued or disclosed in the financial statements, nor ars there any accruals for loss
contingencies included in the statements of net position that are not in conformity with the
provisions of ASC-450.

Fraud

We acknowledge our responsibility for the design and implementation of programs and controls
to prevent and detect fraud.

GUAM PRESERVATION TRUST
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We have no knowledge of any fraud or suspected frand involving management or other
employess who have a significant role in the Trost’s internal control over financial reporting. In
addition, we have no knowledge of any fraud or suspected frand mvolving other employess
where the fraud could have a material sffect on the financial statements.

We have disclosed to you the results of our assessment of tie risk that the financial statements
may be materially misstated as a result of frand, We have disclosed to you all allegations of
financial improprieties, including fraud or suspected frand, coming to our attestion (regardless of
the source or form and including, without limitation, aliegations by “whistle-blowers™) where
such allegations could result in 2 misstatement of the financial statements or otherwise aifect the
financial reporting of the Trust.

Independence

Based on inquiries we have made of oar officers and board directors, we are not aware of any
business relationship between any such officer or board director {or amy entity for or of which
such an officer or director acts in a similar capacity) and Emst & Young LIP or any other
member firm of the global Emst & Young organization (any of which, an EY Firm), otber than
one pursuant to which an EY Firm performs professional services. We are not aware of any
reason that Emst & Young LLP would not be considered to be independent for purposes of the
Trust’s audit.

We arc not aware of any capital lease, material cooperative amangement, or other business
relationship between the Trust and Emst & Young LLP or any other member of the global Erust
& Young organization. .

Conflicts of Interest

There are no instances where any officer or employee of the Trust has an interest in a company
with which the Trust does business that would be considered a “conflict of intersst.” Such an
interest would be contrary to Trust policy.

Other Representations

o We have identified and disclosed to you, ail laws, regulations and provisions of contracts
and grant agreetnents that could have a direct and material effect on financial statement
amounts, including legal and contractual provisions for reporting specific activities in
separate funds.

o We have identified and disclosed to yom viclations (and possible viclations) of laws,
regulations and provisions of contracts and grant agreements with effects that should be
considered for disclosume in the financial statements or as a basis for recording a loss

contingency.
o We have followed applicable laws and regulations in adopting, approving and amending

budgets, deposits and investments, including collateral requirements on depository
accounts aod investments.

GuUAM PRESERVATION TRUST
INANGORKON INADAH | GUAHAN
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o The financial statements properly classify all fimds and activities.

o Net asset components {invested in capital assets and nnrestricted) and fond balance
reserves and designations are properly classified and, if applicable, approved.

o Provisions for uncollectible receivables have been properly identified and recorded.

o Risk disclosurss associated with deposits and investment securities are presented in
accordance with GASB requirements.

o Investments are properly valued.
o Capital assets are properly capitalized, reported and, if applicable, depreciated.

o The Trust’s ability to continue as a going concern was evaluated.

Subsequent Events

Subsequent to September 30, 2013, no events or transactions have occurred or are pending that
would have a material effect on the financial staternents at that date or for the period then ended,
or that are of such significance in relation to the Trast’s affairs to require mention in a note to the
financial statements in order to make them not misleading regarding the financiai position,
results of operations, or cash flows of the Trust,

We recognize that we are responsible for the Trust’s compliance with the laws, regulations, grant
agreernent, and contracts that are applicable to it. We hava identified and disclosed to your
representatives all laws znd regulations that have a direct and material effect on the
determinarion of financial statement amounts.

We understand that your audits were conducted in aceordance with anditing standards geperally
accepted in the United States as promulgated by the American Institute of Certified Public
Accountants and the standards applicable to financial andits contained in Government Auditing
Standards, issned by the Compiroller General of the United States, and were, therefore, designed
primarily for the purpose of expressing an opinion on the basic financial statements of the Trust
and that your tests of the accounting records and other suditing procedures were limited 10 those

that you considered necessary for that purpose.
Y youss,
s
inata

Josep
Chis gram Officer

GUAM PRESERVATION TRUST
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Guam Preservation Trust
Yaar End: Septunber 30, 2013
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Concurrence:

The above adjustments have been discussed with us and we agree to record them.

e

Pusidoe

Joseph Q\\m%a. Chief Program Officer

GUAM PRESERVATION TRUST
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Concurrence:

The above reclassification entries have been discussed with us and we agres to record them

i g, (’l‘ February 13,2014
Joseph Qu?%u Chief Program Officer Date
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