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Honorable Judith T. Won Pat, Ed.D.
Speaker
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155 Hesler Place
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Dear Speaker Won Pat:

Hafa Adai! Transmitted herewith is the Department of Chamorro Affairs — Non Appropriated Funds
{DCANAFY's Fiscal Year (I'Y) 2013 Financial Audit. Independent Auditor’s Ernst & Young
expressed an unmodified (clean) opinion for DCANALF financial statements.

Torecap 2013:

o FY 2013 was a normal year as FY 2012 reflects $340 thousand appropriation and

expenses for Guam’s participation at the Festival of Pacific Arts (FESTPAQ) in the
Solomon [slands,

e (uam Visitor's Bureau was authorized $1.2M to be held in a Trust Account for Guam’s
participation in the 2015 Smithsonian Folklife Festival and the 12 FESTPAC to be held
on Guam mn 2016.

e The top 3 expenses of the Chamorro Village are utilities of $212 thousand, contractual of
$167 thousand. and meals and entertainment of 66 thousand which represent 86% of
DCANAF’s expenses while 94% of DCANAF's revenue primarily consists g lease
revenue from tenants.

ek

For your convenience and further detail. you may also view and download OPA’s twyg page
highlights and reports in their entirety at www.guamopa.ore.
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Report of Independent Auditors

The Beard of Trustees
Department of Chamorro Affairs

Report on the Financial Statements

We have audited the accompanying financial statements of the Department of Chamorro Affairs
~ Non-Appropriated Funds (DCANAF), and its discretely presented component unit, collectively
a component unit of the Government of Guam, as of and for the years ended September 30, 2013
and 2012, which collectively comprise the DCANAF’s basic financial statements as listed in the
table of contents.

|
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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
Or error.

Auditor’s Responsibility

g Our responsibility is to express opinions on these financial statements based on our audits. We
conducted our audits 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. The financial statements of
the Guam Museum Foundation, Inc. were not audited in accordance with Government Auditing
Standards. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement.

o
fas

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. [n making those risk assessments, the auditor considers
internal control relevant to the DCANAF’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 DCANAF’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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Auditor’s Responsibility, continued

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

As discussed in Note 1, the financial statements of the Department of Chamorro Affairs — Non-
Appropriated Funds, Government of Guam, are intended to present the statements of net
position, the related statements of revenues, expenses and changes in net position, and cash flows
of only that portion of the Government of Guam that is attributable to the transactions of the
DCANAF.

Opinions

In our opinion, the financial statements referred 1o above present fairly. in all material respects,
the respective financial position of the DCANAF and the discretely presented component unit
Guam Museum Foundation, Inc. as of September 30, 2013 and 2012, and the respective changes
in financial position and cash flows, where applicable, for the years then ended in conformity
with U.S. generally accepted accounting principles.

Required Supplementary Information

U.S. generally accepted accounting principles require that Management’s Discussion and
Analysis on pages 4 through 13 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 audits were conducted for the purpose of forming opinions on the financial statements that
collectively comprise DCANAF’s financial statements. The combining statement of net position
and combining statement of revenues, expenses and changes in net position included in pages 27
through 30 are presented for purposes of additional analysis and are not a required part of the
basic financial statements.
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Supplementary Information, continued

The combining statement of net position and combining statement of revenues, expenses and
changes in net position is the responsibility of management and was derived from and relates
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 supplementary information is 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 Siandards, we also have issued our report dated May
19, 2014 on our consideration of the DCANAFs 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 DCANAF’s internal control over financial reporting and compliance.

Sandt + LLP

May 19, 2014
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Department of Chamorro Affairs — Non-Appropriated Funds

Management’s Discussion and Analysis

Year ended September 30, 2013

This section of the Department of Chamorro Affairs - Non-Appropriated Funds (DCANAF) annual
financial statement report presents management’s discussion and analysis of DCANAFs financial
performance during the year ended September 30, 2013 Please use this information in
conjunction with the information furnished in DCANAF’s financial statements. This will provide
better understanding of DCANAF’s financial status in accordance with U. S. generally accepted
accounting principles promulgated by the Standards of the Government Accounting Standards
Board (GASB).

QOur Mission

To create, develop, implement and maintain an integrated program for the preservation,
promotion, and advancement of the native Chamorro and other Asian/Pacific Islander residents
of Guam. It is intended that the public corporation be the guiding force in all aspects of
Chamorro Culture, language, preservation, education, arts, humanities, and history, through
public policy, advocacy, research, publication, authentication, restoration, presentation, and
production, and by providing and overseeing a repository for historical documents. cultural
artifacts and documentary and narrative film and video.

Introduction

Department of Chamorro Affairs (DCA) was created in 1999 through Guam Public Law 25-69 as a
non-stock, non-profit public corporation to implement an integrated program for the preservation,
development and promotion of the Chamorro Heritage of Guam, for the public benefit and to
provide specific services to the Chamorro people of Guam. The enabling statute further stated that
the DCA be the catalyst in the preservation, development and promotion of language. arts, historic
and cultural preservation, rescarch, restoration, presentation, museum activities and support
programs significant to Guam’s history and culture, and to enhance the future of the Chamorro
people of Guam. DCA has been an integral component in the promotion of the Chamorro culture
and represents a unique effort in government to bring together cultural programs, agencies and
divisions within government which have a shared vision. DCA has produced a series of books
called “HALE TA™ (Our “Roots” Foundation) which chronicles the history of the Chamorro people
through 4,000 vears of existence on the island of Guam.

The purpose of DCA (non-appropriated funds and appropriated funds) is to assist in the
implementation of an integrated program for the preservation, development, and promotion of the
Chamorro heritage of Guam for the public benefit and to provide specific services to the Chamorro
people. - It is a catalyst for the preservation, development, and promotion of the language, arts,
humanities, historic and cultural preservation, research, restoration, presentation, museum activities,
and support programs significant in Guam’s history and culture, and to enhance the future of the
Chamorro people of Guam.
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Department of Chamorro Affairs — Non-Appropriated Funds

Management’s Discussion and Analysis, continued

Introduction, continued

DCA has the following specific purposes and is authorized to:

Formulate and develop standards and procedural requirements with regard to the
development, promotion, and preservation of the Chamorro language and culture with all
relevant restitutions and programs. § GCA. Ch. 87, Section 87104(w) Historic
Language Preservation

Establish a joint appointment program with Guam colleges and universities in the
teaching of the Chamorro language, culture and history; and further to establish
reciprocal relationships with other institutions. 5 GCA. Ch. 87, Section 87104(x)
Elementary/Intermediate Education

Promote increased understanding of Guam’s geology, biota, prehistory, history and
contemporary culture, Serves as the official repository and custodian of historical
artifacts of Guam and to acquire, preserve, and make available for public viewing,
artifacts and archival materials relating to the cultural, historical and natural heritage of
Guam. 5 GCA. Ch. 87, Section 87136(a) Geographical and Archaeological
Validation

To provide for the preservation of all Government publications including any printed or
processed paper, books, periodicals, pamphlets or maps, originating in or printed with the
imprint of, or at the expense and by the authority of the Government of Guam; including
public records and other papers not in current use of the Executive, Judicial and
Legislative Branches of the government of Guam and have been determined to have
sufficient legal, historical or other value to warrant their continued preservation by the
government of Guam; and also be the custodian of non-governmental historical records
that contain significant information about the past or present, and are therefore worthy of
long-term preservation and systematic management for historical or other research
purposes. 5 GCA. Ch. 87, Section 87130(a) Heritage Archival Collection

Ensure the retention and preservation of our documentary heritage as the official
repository and custodian of historical government and non-government records of Guam.
Acquire, preserve and make available for public use, records relating to the cultural and
documentary heritage of Guam; and foster research on the records in its inventory and
shall disseminate the results of this and other research to the public through the media as
public exhibitions, demonstrations, lectures, scholarly activities, television programs,
publications and other public programs contributing to and encouraging enlightenment. §
GCA. Ch. 87, Section 87130(c) Collective Historic Preservation & Cultural
Authentication
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Department of Chamorro Affairs — Non-Appropriated Funds

Management’s Discussion and Analysis, continued

Introduction, continued

¢ Operate under its control a public market, or markets, for Guam products at such places
or places deemed proper. Anv such market shall be maintained and operated at all times
in a sanitary and orderly manner. beneficial to both producers and patrons alike.
Producers and sellers desiring to use space within such market to display or sell their
produce shall be levied a uniform fee based upon the amount of space used and period of
such use. Public Law 28-68, 53 GCA, Ch. 87, Section 87103(a)(viii) Chamorro Village,
*“] Sengsong Chamorro”

e The Public Market Revolving Fund was created to deposit all funds collected from fees
levied pursuant to Ch. 87 of 5 GCA, and to be used exclusively for the administration,
operation and maintenance of the [ Sengsong Chamorro”, the Chamorro Village. 53 GCA,
Ch. 87, Section 87152 Public Market Revoiving Fund

e Serve as a depository for certain specimens and objects of natural history and of
botanical, ethnological, or archaeological value or interest, and any book, ireatise, or
pamphlet relating to natural history, botany, ethnology, or archaeology now in possesston
of the University of Guam, or any territorial department, bureau, or boards. 5 GCA, Ch.
87; 21 GCA, Ch. 76, Section 76114 Guam Museum

DCA reorganized all cultural and learning resources by merging the Hagétiia Restoration and
Redevelopment Authority, Guam Council on the Arts and Humanities Agency, Guam Public
Library System and Guam Education Telecommunications Corporation dba PBS Guam/KGTF.
The reorganization centralized the culturally relevant programs and services, to include
preservation and the perpetuation of education of all citizens of Guam. This is a step n the right
direction and right-sized management and planning within the Government of Guam, essential in
the enhancement of procedural and administrative efficiencies, thus reducing personnel and
capital costs. This move streamlined the Administrative Support Unit: Administrative Support,
Budget and Finance, Maintenance, Human Resources (Personnel), Grants Management and
Fixed Assets, Policy Reviews and Procedures, Procurement, Special Projects, Research,
Planning and Development.

DCA is now comprised of:

* The President’s Office - responsible for the day-to-day operations, and administers its
programs and policies. The President’s Office is also mandated to submit to the Governor
and the Guam Legislature a detailed annual report of activities and an audited, annual
financial report.

¢ The Research, Publications and Training - conducts, researches, publishes and produces
multi-media and print materials relating to the Guam Heritage.
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Department of Chamorro Affairs — Non-Appropriated Funds

Management’s Discussion and Analysis, continued

Introduction, continued

The Chamorro Language and Culture - develops, promotes and preserves the Chamorro
language and culture through various initiatives and activities. The Chamorro Language
and Culiture also studies and updates the orthographic rules of the Chamorro Language and
updates the Chamorro-English and English-Chamorro Dictionary. The Chamorro Language
and Culture division is included in the Research, Publication, and Training division on the
supplemental schedules.

The Guam Museum - provides museum services, preservation of all government of
Guam publications, fostering research on the records and its inventory, providing public
exhibits, demonstrations, lectures, scholarly activities, television programs, publications,
and other public programs contributing to and encouraging an understanding of the
Chamorro culture, its language and rich history and promotes Guam'’s geology, biota,
prehistory, history, and contemporary culture. The Guam Museum is also the official
repository and custodian of historical artifacts of Guam and the Chamorro people and
provides venues for the appreciation of Guam’s unique relationship with its sister 1slands
in Micronesia and Asia through the understanding of shared regional cultures, traditions,
practices and lore muscums.

The Guam_Archives - serves as the official repository for all government publications
including any printed or processed paper, book, periodical, pamphlet or map, originating in
or printed with the imprint of, or at the expense and by the authority of the government of
Guam. The Guam Archives is included in the Guam Museum division on the supplemental
schedules. Under the Guam Museum, this program promotes an increased understanding
of Guam’s geology, biota, prehistory, history and contemporary culture.

The_Chamorro Village - provides a venue for local art and local retailers who sell
Chamorro food, local Chamorro handmade arts and crafis, and perform cultural dance and
music. DCA is authorized to promulgate rules and regulations to encourage the expansion
and development of markets on Guam and to encourage and develop new businesses with
emphasis on culture and tourism. The Chamorro Village promotes an incubator
environment for entrepreneurial businesses to grow and eventually expand in the open
market. The Chamorro Village also provides support for seminars, workshops, fairs and
special activities for the local community; a popular attraction is the Wednesday Night
Market, which offers entertainment and a variety of food, aquaculture and produce/nursery
for sale by local vendors.

Guam_Public_Library System - protects intellectual freedom, promote literacy,
encourage lifelong learning, and maintain cultural materials. This Division’s goal must
extend library resources into the community in collaboration with the University of
(GGuam’s John F. Kennedy Library and the Micronesia Area Research Center [MARC].
Work closely with the Archives Section of the Division of Guam Museum to enhance
Guam cultural and historical data (General Reference, Federal Documents, Serials, and
Guam Documents). This Division shall provide programs that will assist in literacy
programs for both children and adults.




;
o
2

i

oo

% B

N
o
&
o

Department of Chamorro Affairs — Non-Appropriated Funds

Management’s Discussion and Analysis, continued

Introduction, continued

Hagatiia Restoration and Redevelopment Authority - provides restoration and
redevelopment to the historic city of Hagdtia by means of planning, development,
replanning, redesign, clearance, reconstruction, or rehabilitation, or any combination of
these, of all Hagatia, and the provisions of such residential, commercial, indusirial,
public, or other structures or spaces as may be appropriate or necessary in the interest of
the general welfare, including recreational and other facilities incidental or appurtenant to
them. This Division shall develop a Plan that includes: planning, preparation,
development. construction, acquisition, lease, disposition, reconstruction, improvement,
alteration, extension, repair, maintenance and operation of the Hagatiia Restoration and
Redevelopment Project. The Project includes the “reuse of properties: standardizes
eligibility for ownership or occupancy of housing, dwellings and facilities; to include
installation, construction or reconstruction of streets, utilities, parks, playgrounds and
other public improvements”. The Division is authorized to conduct surveys, appraisals,
test borings or any other technical investigations.

Guam Council on the Arts and Humanities Agency (CAHA) - encourages and fosters
the opportunity for participation in the arts and humanities with programs designed to
benefit citizens of all ages and from every sector of the community. It is also the
responsibility of CAHA to ensure that the role of the arts in the life of the community
will grow and play a more significant part in the welfare and educational experience of
our island residents. CAHA assists in the Festival of Pacific Arts (FEST PAC), a
traveling festival hosted every four years by a different county in Oceania (Micronesia,
Melanesia and Polynesia). Established in 1972 by the Secretariat of the Pacific
Community formerly known as the South Pacific Commission, FEST PAC serves as a
means to stem erosion of traditional cultural practices by exchanging and sharing cultures
at cach festival. The festival is recognized as a major international cultural event and is
the largest gathering in which Pacific peoples from twenty-seven island nations unite to
gain respect and appreciation of one another within the context of the changing Pacific.
Beginning in 1976, Guam has had representation at Fest Pac for the last nine festivals.
For a majority of the festivals, CAHA has been appointed by the Governor o serve as the
lead Government of Guam agency to spearhead Guam’s participation at the quadrennial
event. Guam will host the 12" Festival of Pacific Arts in 2016.

The Division’s governing board consists of eleven (11) members, from male and female
residents of Guam, appointed by the Governor of Guam with the advice of the
Legislature.



Department of Chamorro Affairs — Non-Appropriated Funds

Management’s Discussion and Analysis, continued

Introduction, continued

Public Broadcasting System (PBS KGTF) - continues the tradition of providing Guam
with outstanding television, educational outreach services and events. The Division is
committed to serving the public interest by providing the people of Guam with quality
educational and cultural programming which not only entertains, but offer important
information about the world around us. The Division’s mission and goal is one of
providing alternatives to current commercial television, providing educational assistance
to our classrooms, and serving the interest not only for the majority, but the minority as
well. The Division seeks the means to inform the public of the importance of public
broadcasting, and to secure the support, both financial and moral from the public it
serves. Nationally, PBS reaches more than 120 million people through television and
nearly 21 million people online, inviting them to experience the worlds of science,
history, nature and public affairs; 10 hear diverse viewpoints; and to take front row seats
to world-class drama and performances. PBS’ broad array of programs has been
consistently honored by the industry’s coveted award competitions. Teachers of children
from pre-K through 12" grade turn to PBS for digital content and services that help bring
classroom lessons to life.

Guam_ Museum Foundation, Inc. (the Foundation) - is a 501 (¢) (3) non-profit
corporation recognized locally by Department of Revenue and Taxation and the U.S.
Internal Revenue Service as a tax exempt charitable organization.

The specific and primary purpose of the Foundation is to foster, advance, and support
activities of the Guam Museum, a division of DCA through fundraising and grant writing
efforts. The Foundation, in the coming year, will assist DCA’s Division of Guam
Museum in developing a framework and discussion points for future Guam Museum by-
product opportunities. It will work closely with board members, subcommittee members
in identifying and organizing a team of professionals that will draft working documents
that avail opportunities in retail and communications including but not limited to
merchandise development, membership programs, branding, marketing, website and
social media outlets, E-commerce development.
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Department of Chamorro Affairs — Non-Appropriated Funds

Management’s Discussion and Analysis, continued

Financial Highlights

The total assets of DCANAF exceeded its liabilities at September 30, 2013 by $165,184. Of
the total net position, $75,647 is unrestricted and available to meet DCANAIs on-going
obligations. The remaining $89,537 is restricted for Guam’s participation at the FEST PAC.
This is an increase of $4.131 from the net position of $161,053 at September 30, 2012

s Total operating revenue decreased in the current year by approximately $400,000 or 43%
primarily due to the appropriation of $340.000 received in previous year from Tourist
Attraction Fund passed through Guam Visitors Bureau (GVB) for Guam’s participation at the
FEST PAC.

e Total operating expenses decreased by approximately $298,000 or 37% due to the expenses
refating to the FEST PAC in previous year.

Overview of the Financial Statements

The Financial Statements consist of management’s discussion and analysis (this section) and the
hasic financial statements. The basic financial statements include the Statements of Net Position,
the Statements of Revenues, Expenses and Changes in Net Position, the Statements of Cash Flows,
and the Notes to Financial Statements.

The Statements of Net Position are presented in a format that displays net position (assets less
liabilities equal net position). The Statement of Net Position details the assets and liabilities of
DCANATF based on their liquidity. The resulting net position in this statement is displayed as cither
unrestricted or restricted. Under GASB Statement Nos. 34, 37 and 38, assets are restricted when
their use is subject lo external restrictions (such as bond resolutions, legal agreements, statutes, etc.),
with assets not falling under this category being characterized as unrestricted.

The Statements of Revenues, Expenses and Changes in Net Position present the increase (decrease)
in net position, which consists of operating revenues less operating expenses. The resulting amount
(revenues less expenses) is the change in net position for fiscal year (FY) 2013, which amount is
then added to the ending balance of net position from FY 2012 to arrive at net position for FY 2013,

The Statements of Cash Flows report the net increase (decrease) in cash for the fiscal year. This
statement includes cash flows from operating activitics. The resulting net increase (or decrease) in
cash is then added to the balance of cash at the beginning of the year to determine the FY 2013
ending cash balance.

DCANAF also reports the financial statements of our component unit, the Guam Museum
Foundation, Inc. (the Foundation). The Foundation is a legally separate tax exempt organization
whose teporting vear ends December 31¥. While DCANAF does not control the Foundation, the
resources and fundraising activities of the Foundation are almost entirely for the direct benefit of
DCANAFs Guam Museum division.

10
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Department of Chamorro Affairs — Non-Appropriated Funds

Management’s Discussion and Analysis, continued

Department-Wide Finanecial Analysis

Net Position

The following information is condensed from the Statements of Net Position:

2013
Total assets $223,919
Total liabilities $ 58,735
Net position $165,184

2012

$219,360
$ 38,307

$161,053

2013 %

increase

2011 from 2012
$149,038 2.08%
$ 94885 0.73%
$ 54,153 2.56%

The following information is condensed from the Statements of Revenues, Expenses and Changes

in Net Position:

2013
Total revenues $522,274
Total expenses $518.143

Increase (decrease) in net position $ 4,131

-2
<
ot
[

126
D
)
Led
=
[

$816,202

$106,900

2011
$ 585,059
$ 622.883

$( 37.824)

2013 %
increase
{(decrease)

from 2012

(43.42)%
(36.50)%

(96.14)%

11
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Department of Chamorro Affairs — Non-Appropriated Funds

Management’s Discussion and Analysis, continued

Economic Qutlook

In FY 2013, budget law continued to project General Fund revenues to increase substantially,
particularly as construction associated with the military buildup and ARRA projects continued
through 2013,  Allotment controls may be administered. as government expenditures are
outpacing cash collections and large obligations are unbudgeted or under budgeted.

In FY 2013, the DCA continued to promote and preserve Chamorro cultural awareness through
programs, support services, activities, publications and education by ensuring validation of
historic information and archive historical documents; utilizing research information and publish
materials on Guam history and its people; formulating standards for the Chamorro Language
Institute; recording, preserving and display acquisitions, i.e., documents, artifacts, and photos
that enlighten our historic recognition and honor; showcasing the collection of artifacts and
documents of the Chamorro history; pursuing opportunities through new technologies to deliver
information to the public through the library system; increasing, seeking and producing local
programs that feature Guam and Micronesia’s lifestyles, traditions. cultures and diversity that
will be featured on Guam’s public television; developing public interest, participation and
support of the arts and to continue efforts toward presenting the highest quality of arts available
for the benefit of all citizens of the territory; pulling together learning resources and partner with
the Department of Education, Guam Community College and the University of Guam that help
promote and preserve Chamorro culture and language; and increasing the use of multimedia
technology in the government and the community that features Guam’s language, culture and
traditions.

Construction is ongoing for $27 million state-of-the-art Guam Museum known as the Guam
Museum Chamorro Educational Facility (GCEF), a division of DCA. The DCA’s Division of
Guam Museum is being realized as an exciting and dynamic place to showcase heritage values of
the indigenous Chamorro and all peoples of Guam. A permanent home to collect, conserve,
study and exhibit, stimulate, advance, and perpetuate the knowledge, cultural traditions and
materials, and artistic diversity of the Chamorro people and other people of Guam. In September
2013, DCA, in collaboration with the Guam Economic Development Authority and GVB,
updated and completed the Market and Economic Analysis of the Guéhan Museum that brought
together a coalition of leaders from cultural, environmental and education institutions on Guam
to provide a focal point and gateway for residents and tourist to appreciate and experience
Guam’s history, culture and environment. Estimated annual spending on admissions, museum
shop retail, and special exhibitions are just under $3.2 million. After deducting costs of goods
sold in the retail shop and fees for putting on or renting special exhibitions, the estimated net
revenue from museum visitor spending is $2.8 million, Approximately $2 million will be raised
over two years in the form of individual contributions, corporate grants and sponsorship offsets.

12
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Department of Chamorro Affairs — Non-Appropriated Funds

Management’s Discussion and Analysis, continued

F.conomic Outlook, continued

For DCA (non-appropriated funds and appropriated funds) specifically, the following projects
are underway:

Promoting the Chamorro Language and Culture by offering translation services to the
public. General funds were approved to be spent on the project in 2013. DCA is better
equipped to provide, to the public translation from Chamorro to English, and vice versa.
Project current economic and sustainability for the GCEF viability and drive major
income resources for the GCEF’s economic sustainability in the maintenance of the
continued maintenance of the facility.

Construction of a repository to store hundreds of thousands of cultural and historical
materials for Guam Museum, which is funded through the grant from the Department of
Housing and Urban Development for $12.5 million,

Continue retrofitting Chamorro Village’s lighting, water and power infrastructure to be
more energy efficient; which is expected to save DCA on utility expenditures. ARRA
funds of $250,000 have been expended for this.

Contacting DCA’s Financial Management

This financial report is intended to provide its readers with a general overview of DCANAF’s
finances and to show DCANAF’s accountability for the money it receives. If you have any
questions about this report or wish to request additional information, contact the Administrative
Office: Terlaje Professional Building 1% Floor 194 Herman Cortez Avenue, Hagatfia, Guam
96910. Phone: 671-475-4278/9.

13



Department of Chamorro Affairs — Non-Appropriated Funds

Statements of Net Position

Assets
Cash:
Unrestricted
Restricted
Accounts receivable, net of allowance for
doubtful accounts of $8,275 in 2013 (54,373 in 2012)
Inventory
Other asscts

Total assets
Liabilities
Accounts payable
Security deposits
Total liabilities
Net Position
Unrestricted

Restricted - expendable

Total net position

See accompanying notes.

September 30,

2013

$ 30,377
89,537

11,102

2012

¥ 40,212
87,247

73,800
_87.247

$161,053

14



Guam Museum Foundation, Inc.

Statements of Financial Position

December 31,

2013 2012
Assets
Cash $ 5,342 $11.2
% Accounts receivable 26,454 6.6
Total assets $31.796 $17.914

Liabilities and Net Position

Accounts payable $23,198 § 7.985

% Accrued expenses _9.873 e
X Total liabilities 33,071 7.983
Net position - unrestricted ( 1.275) 9,929

Total liabilities and net position $31.796 $17.914

See accompanying notes.




Department of Chamorro Affairs — Non-Appropriated Funds

Statements of Revenues, Expenses and Changes in Net Position

Revenues:

Lease revenue (Nofe 3)
Donations

Other income

Book sales
Appropriations (Note 4)

Total revenues

Expenses:

Utilities

Contractual

Meals and entertainment
Miscellaneous
Communication

Supplies

Office expense

Cost of fundraising activities
Cost of goods sold
Advertising

Rent

Bank charges

Travel

Marketing and promotions
Performing arts costs
Inventory obsolescence
Literary arts costs

Total expenses

Change in net position

Net position at beginning of year

Net position at end of vear

See accompanying notes.

Year ended September 30,

2013

$489,951
16,398
11,885
4,040

522.274

212,456
173,092
66.244
20,063
10,392
10,022
7.232
6,340
6,242
2.854
2,673
533

2012

$488.914
12,163
67.314
14,711
340.000

923,102

203,124
181,187
83,350
19,019
8,498
21,271
8.724
10,217
9,882
2,666
504
154,214
65,248
28,348
11,707
8.243



(Guam Museum Foundation, Inc.

Statements of Activities

§ Year ended December 31,
2013 2012
= Revenue and support;
% Admissions $ 135,415 $158,914
' Grants (Note 2) 20,000 10,000
Rental - Hall of Governors 6,680 4,450
Fundraising activities 5,540 9,000
Corporate contributions 5.401 28,424
2 Other 2,085 1.833
L Souvenir sales 2,028 4018
Donations 235 2,143
g Total revenue and support 198.384 218,782
Expenses:
Program services:
Grant projects 23,992 e
Printing and reproduction 1.854 4,041
Education/outreach projects - 14,933
Fundraising costs — 9.028
Total program services 25.846 28.002

Support services:
L Payroll and employee benetits 88,563 103,852
Commissions 56,170 40,637
}§ Contractual services 10,663 13,760
i Professional fees 7,853 4,955
Special program 6,048 o
% Miscellaneous 6,085 2.813
Supplies 4,307 5,276
Repairs and maintenance 3,464 6,181
§ Communication 589 2.373
Total support services 183.742 179.847
Total expenses 209.588 207.849
Change in unrestricted net position ( 11,204) 10,933
5 Unrestricted net position at beginning of year 9,929 (__1.004)
a Unrestricted net position at end of year S 1.275) $..9929
%
ﬁ

See accompanying notes.
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Department of Chamorro Affairs — Non-Appropriated Funds

Statements of Cash Flows

Cash flows from operating activities:
Receipts from lease revenue
Receipts from other income
Receipts from book sales
Receipts from grant and donation revenue
Receipts from appropriations
Payments to vendors

Net cash (used in) provided by operating activities
Cash at beginning of year
Cash at end of year

Consisting of:
Unrestricted
Restricted

Reconciliation of operating revenues net of operating
expenses to net cash (used in) provided by operating activities:

Change in net position
Changes in assets and liabilities:
Accounts receivable
Inventory
Other assets
Accounts payable
Security deposits

Net cash (used in) provided by operaling activities

See accompanying notes.

Year ended September 30,

2013

$ 486,074
11,885
4,040
16,398

(525,942
( 7.545)

127.459

$(71.545)

2012

$494,848
67,314
14,711
12,163
340,000

(834.101)

94,935

$106,900

5,934
18,574
105

( 7.191)
(29.387)

$_94.935

18
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Guam Museum Foundation, Inc.

Statements of Cash Flows

Cash flows from operating activities:
Receipts from admissions
Receipts from grants and donations
Receipts from fundraising activities
Receipts from lease and other income
Cash paid to employees
Cash paid to vendors

Net cash (used in) provided by operating activities
Cash at beginning of vear
Cash at end of year

Reconciliation of operating revenues net of operating
expenses to net cash (used in) provided by operating activities:

Change in unrestricted net position
Changes in assets and liabilities:
Accounts receivable
Accounts payable
Accrued expenses

Net cash (used in) provided by operating activities

See accompanying nores.

Year ended December 31,

2013

$ 137.622
26,636
5,540
8.765
( 88,563)
(_95.939)

$( 11,204)
( 19.821)

15,213
9,873

$(_3.939)

2012

$157,299
40,567
9,000
6,283
(103,852)
(107.107)

2,190

{9
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Department of Chamorro Affairs — Non-Appropriated Funds

Notes to Financial Statements

Years ended September 30, 2013 and 2012

1. Organization and Summary of Significant Accounting Policies
Organization

The Department of Chamorro Affairs (DCA) was created by Public Law 25-69 which became
effective on July 6, 1999. DCA is a non-stock, non-profit public corporation. DCA operates out
of the Government of Guam and has non-appropriated funds within each division of the
department. DCA is under the control and operation of a ten-member Board of Trustees
appointed by the Governor of Guam with the advice and consent of the Guam Legislature. DCA
is a line agency within the executive branch of the Government of Guam and receives
appropriated funds from the Government of Guam.

In October 2011, as a result of Reorganization Advisory No. 6, the Hagatna Restoration and
Redevelopment Authority, the Guam Council on the Arts and Humanities Agency, the Guam
Public Library System and the Guam Education Telecommunications Corporation dba PBS
(GGuam were merged into DCA. Although the intent of Reorganization Advisory No. 6 was to
integrate PBS Guam into the oversight of DCA, the financial statements of PBS Guam, which is
audited separately by other auditors, are not included with the financial statements of DCA.

Only the non-appropriated funds are within the scope of this report.

The Department of Chamorro Affairs — Non-Appropriated Funds (DCANAF) is a culmination of
the following divisions:

s President’s Office — This department promotes the Chamorro culture within Guam and
outside of Guam and provides oversight for the other departments within DCA.

e Research, Publication and Training — This program provides training, certifications,
conferences and seminars thus promoting increased understanding of the Chamorro
heritage. Included in Research, Publication and Training division is the Chamorro
Language and culture division. The division is mandated to develop, promote and
preserve the Chamorro language and culture through various initiatives and activities.

e (Guam Museum ~ This division fosters an appreciation for Guam’s culture and natural
heritage by promoting increased understanding for the island’s geology, biota, prehistory.
and contemporary culture. The Museum serves as the official repository and custodian of
historical artifacts and also acquires, preserves and makes available for public viewing,
artifacts relating to the island’s heritage. The Museum’s other responsibilities include
research on inventory and the dissemination of its results to the public through
exhibitions, publications, and demonstrations. Included in the Guam Museum division is
the Guam Archives division.
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Department of Chamorro Affairs —~ Non-Appropriated Funds

Notes to Financial Statements, continued

1. Organization and Summary of Significant Accounting Policies, continued

This division is mandated to be the official depository for all government publications
including printed or processed paper, book, periodical pamphlet or map, originating in or
printed with imprint of, or at the expense and by the authority of the Government of
Guam.

¢ The Chamorro Village ~ This division maintains day-to-day operations of the Chamorro
Village to provide a market and foster an environment that promotes local products,
native cultures, and tradition of Guam. The main source of revenues for DCANAF is
from the Chamorro Village through its leasing activities,

e Guam Council on the Arts and Humanities — This division, which is the sole arts entity
for Guam, is charged with developing programs in music, visua! arts, cultural heritage,
literature, and arts education.

o llagatna Restoration and Redevelopment Authority — This division provides restoration
and redevelopment of Hagatna. There were no financial activities involving non -
appropriated funds in 2013 and 2612.

e Guam Public Library System — This division is in charge of the administration of library
resources. There were no financial activities involving non - appropriated funds in 2013
and 2012.

Basis of Accounting

The DCANAT is considered a special-purpose government component unit engaged only in
business-type activities. Accordingly, DCANAF’s financial statements have been presented
using the economic resources measurement focus and the acerual basis of accounting. Under the
accrual basis, revenues are recognized when carned, and expenses are recorded when an
obligation has been incurred. All significant internal activity between the departments has been
eliminated. The Governmental Accounting Standards Board (GASB) is the accepted standard-
setting body for establishing governmental accounting and financial reporting principles.
DCANAF reports as a business-type aclivity, as defined by GASB Statement No. 34, Basic
Financial Statements — and Management’s discussion and Analysis — for State and Local
Governments. Business-type activities are those that are financed in whole or in part by fees
charged to external parties for goods or services.

GASB Statement No. 20, Accounting and Financial Reporting for Proprietary Funds and Other
Governmental Entities that Use Proprietary Fund Accounting, requires that proprietary activities
apply all applicable GASB pronouncements as well as Statements and Interpretations issued by
the Financial Accounting Standards Board (FASB), Accounting Principle Board Opinions and
Accounting Research Bulletins issued on or before November 30, 1989, except those that
conflict with a GASB pronouncement. DCANAF has implemented GASB Statement No. 20 and
elected not to apply FASB Statements and Interpretations issued after November 30, 1989.

21
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Department of Chamorro Affairs — Non-Appropriated Funds

Notes to Financial Statements, continued

1. Organization and Summary of Significant Accounting Policies, continued
Reporting Entity

The Guam Museum Foundation Inc. (the Foundation) is a legally separate, tax exempt
organization which, beginning in 2012, meets the criteria of GASB Statement No. 39,
Determining Whether Certain Organizations are Component Units.  The Foundation’s
fundraising activities are almost entirely for the direct benefit of DCANAF’s Museum division.
Furthermore, the Foundation’s charter indicates that its primary and specific purpose is to serve
as the fund-raising arm of DCA for the proposed museum facility, and shall oversee the
continued development, design, construction and operation of the Guam Museum and the
resources of the Foundation are significant to DCANAF. Accordingly, the Foundation s
considered a component unit of DCANAF and its statement of financial position and statement
of activities are separately presented in the financial statements of DCANAF.

All functions and powers of the Foundation are vested in and exercised by and under the
direction of the Board of Directors (Board). The Board is composed of seven members selected
in accordance with the Foundation’s Articles of Incorporation. Five directors are elected from
the membership of the Foundation, while the other two are selected and appointed by the
Governor of Guam. Employees of the Foundation are private, non-governmental employees.

The Foundation is a non-government private entity with a December 31 reporting year-end. Its
financial statements are prepared in accordance with FASB standards, including FASB
Accounting Standards Codification No. 958, Not-for-Profit Entilies.

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. This Statement provides financial
reporting guidance for deferred outflows 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 Statement No. 63 also amends
the net asset reporting requirement by incorporating deferred outflows of resources and deferred
inflows of resources into the definitions of the required components of the residual measure and
by renaming that measure as net position, rather than net assets. The provisions of this Statement
are effective for financial statements for the periods beginning after December 15, 2011
DCANAF’s adoption of GASB No. 63 in 2013 resulted in a change in the presentation of the
balance sheets 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.

22
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Department of Chamorro Affairs — Non-Appropriated Funds

Notes to Financial Statements, continued

1. Organization and Summary of Significant Accounting Policies, continued
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 labilities
and recognizes, as outflows of resources or inflows of resources, certain items that were
previously reported as assets and Habulities.

In March 2012, GASB issued Statement No. 66, Techrical Corrections — 2012, an amendment of

GASB Statements No. 10 and No. 62, effective for periods beginning after December 13, 2012,
This Statement amends Statement No. 10, Accounting and Financial Reporting for Risk
Financing and Related Insurance Issues, by removing the provision that limits fund-based
reporting of an entity’s risk financing activities to the general fund and the internal service fund
type. This Statement also amends Statement 62 by modifying the specific guidance on
accounting for (1) operating lease payments that vary from a straightline basis, (2) the difference
between the inifial investment {purchase price) and the principal amount of a purchased loan or
group of loans, and {3) servicing fees related to mortgage loans that are sold when the stated
service fee rate differs significantly from a current (normal) servicing fee rate.

In January 2013, GASB issued Statement No. 69, Government Combinations and Disposals of

Government Operations, effective for periods beginning after December 15, 2013. This
Statement establishes accounting and financial reporting standards related to government
combinations and disposals of government operations. As used in this Statement, the term
government combinations includes a variety of transactions referred to as mergers, acquisitions,
and transfers of operations.

In April 2013, GASB issued Statement No. 70, Accounting and Financial Reporting for
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. The provisions of this
Statement are effective for financial statements for periods beginning after June 15, 2013.
Earlier application is encouraged.

DCA is currently evaluating the effects the above pronouncements may have on its financial
statements.

o
td



=

Department of Chamorro Affairs — Non-Appropriated Funds

Notes to Financial Statements, continued

1. Organization and Summary of Significant Accounting Policies, continued
Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United Siates 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.

Cash
For the purpose of the statements of cash flows, cash is defined as cash on hand and in banks.
Accounts Receivable

Accounts receivable are non-interest bearing and are primarily due from tenants of the Chamorro
Village.

The DCANAF performs periodic credit evaluations of its customers, and generally does not
require collateral. Receivables are considered past due when payment is not received within 90
days from the date of billing. The DCANAF does not accrue finance charges on past due
receivables. Receivables are stated net of estimated allowances for doubtful accounts,

The allowance for doubtful accounts is stated at an amount which management believes will be
adequate to absorb possible losses on accounts receivable that may become uncollectible based
on evaluations of the collectability of these accounts and prior collection experience. The
allowance is established through a provision for bad debts charged to expense.

Inventory

Inventory as of September 30, 2013 and 2012 consists of book inventory which is recorded at the
lower of cost (using first-in, first-out method) or market value.

Capital Assets and Depreciation

Capital assets, whether purchased or constructed, are recorded at historical cost. Donated capital
assets are recorded at estimated fair market value at the date of donation.

Purchases and gifts valued at more than $50,000 and having a useful life exceeding one vear are
capitalized. Depreciation is computed under the straight-line method using an estimated usetul
life of seven years for equipment.

The costs of normal maintenance and repairs that do not add to the value of the asset or do not
materially extend the lives of the assets are not capitalized.

24
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Department of Chamorro Affairs — Non-Appropriated Funds

Notes to Financial Statements, continued

1. Organization and Summary of Significant Accounting Policies, continued
Use of Restricted/Unrestricted Net position

When an expense is incurred for purposes for which both restricted and unrestricted net position
are available, DCANAF’s policy is to apply restricted net position first.

Net Position

Net position represents the residual of all other elements presented in the statement of financial
position. It is the difference between (a) assets and deferred outflows of resources and (b)
liabilities and deferred inflows of resources. Net position is presented in three components: net
investment in capital assets, net of related debt, restricted and unrestricted.

The restricted component of net position consists of restricted assets reduced by liabilities and
deferred inflows of resources related to those assets. Generally, a liability relates to restricted
assets if the asset results from a resource flow that also results in the recognition of a liability or
if the Hability will be liquidated with the restricted assets reported.

The unrestricted component of net position is the net amount of the assets, deferred outflows of
resources, liabilities, and deferred inflows of resources that are not included in the determination
of net investment in capital assets or the restricted component of net position.

2. Subsequent Events

The DCANAF has evaluated subsequent events through May 19, 2014 which is also the date that
the financial statements were available to be issued.

3. Lease Revenue

The Chamorro Village leases retail outlets to various tenants under operating leases with terms
ranging from one vear to twenty years. The lease agreements call for various minimum monthly
payments based on leased area. In addition to the minimum monthly rent, some leases also
provide for percentage rent based on the tenant’s revenue. Lease revenues earned under the
aforementioned agreements for the vears ended September 30, 2013 and 2012, totaled $489,951
and $488,914, respectively, which is reported as lease revenues in the accompanying statements of
revenues, expenses, and changes in net position.
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Department of Chamorro Affairs — Non-Appropriated Funds

Notes to Financial Statements, continued

4. Appropriations from the Government of Guam

Public Law 31-77 authorizes the general appropriation from the Tourist Attraction Fund to
various autonomous agencies of the Government of Guam. Specitically, Public Law 31-77
authorizes appropriation amounting to $400,000 to GVB for the Guam Council on the Arts and
Humanities Agency (CAHA) for Guam’s participation at the 11" Festival of the Pacific Arts,
This appropriation shall continue to be available until expended and is not subject to transfer or
use for any other purpose.

§ During the year ended September 30, 2012, pass through appropriations received by CAHA
amounted to $340,000.
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May 19, 2014

The Board of Trustees
Department of Chamorro Aftairs — Non-Appropriated Funds
Hagatna, Guam

In planning and performing our audit of the financial statements of the Department of Chamorro
Affairs - Non-Appropriated Funds (DCANAF) as of and for the year ended September 30, 2013,
in accordance with auditing standards generally accepted in 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 DCANAF’s iternal control.
Accordingly, we do not express an opinion on the effectiveness of DCANAF’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 to merit attention by those charged with governance.

During our audit, we noted the following deficiencies in internal control, as described above:
Bank Reconciliation Statements

Condition

Although DCANAF prepares monthly bank reconciliation statements, we noted that the cash
balance in the September 30, 2013 general ledger did not reflect the adjusted book balance
shown in the September 2013 bank reconciliation statement.

Recommendation

To determine the completeness and to ensure the accuracy of recorded cash transactions,
DCANAF should prepare bank reconciliation statements promptly and record all the necessary
adjustments identified during the reconciliation process. Prompt recording of all reconciling
items ensures that transactions are properly accounted for and that accounting information is
current.

wn of Trnst & Young Global Limited



Department of Chamorro Affairs — Non-Appropriated Funds
Management Letter

Bank Reconciliation Statements, continued

Management’s response

Management understands that the finding at time of auditis correct and accepts full
responsibility. The Administrative Officer worked with the auditors and corrected the bank
reconciliation and presented a corrected copy that is certified and signed by the President.

e ok o ok ok ok

This communication is iniended solely for the information and use of management and the Board
of Trustees of the DCANAF, others within the organization, and the Guam Office of Public
Accountability, and is not intended to be and should not be used by anyone other than these
% specitied parties. However, this report is also a matter of public information.

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

Sanct + LLP
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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 Trustees
Department of Chamorro Affairs — Non-Appropriated Funds
Hagatna, Guam

-

Lo

Rz
B

We have audited the financial statements of Department of Chamorro Affairs — Non-
Appropriated Funds (DCANAF), and its discretely presented component unit as of and for the
yvear ended September 30, 2013, and the related notes to the financial statements, which
collectively comprise DCANAF’s basic financial statements and have 1ssued our report thereon
dated May 19, 2014. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United
States. The financial statements of the Guam Museum Foundation, Inc. were not audited in
accordance with Government Auditing Standards and accordingly this report does not include
reporting on internal control over financial reporting or instances of reportable noncompliance
associated with the Guam Museum Foundation, Inc,

b
b

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered DCANAF's
internal control over financial reporting (internal contrel) 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 DCANAF’s
internal control. Accordingly, we do not express an opinion on the effectiveness of DCANA’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 maierial weakness 15 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 with governance.
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Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identity all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or significant
deficiencies may exist, that were not identified. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified. We did identify a
deficiency in internal control, described in the accompanying schedule of finding and response
that we consider to be a significant deficiency. This finding 1s listed as 2013-1.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether DCANAL’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 effect 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 thai are required to be reporied under Governmeni Auditing
Standards.

DCANAF’s Response to Finding

DCANAF’s response to the finding identified in our audit is described in the accompanying
schedule of finding and response. DCANAF’s response was not subjecled to the auditing
procedures applied in the audit of the financial statements and, accordingly, we express no
opinion on it.

Purpose 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 or on 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.

énmvt ¥ LLP

May 19, 2014
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Department of Chamorro Affairs — Non-Appropriated Funds

Schedule of Audit Finding and Response

Finding No. 2013-1
Criteria or specific requirement:

Internal controls over the financial statement close process should be established and
implemented to ensure that audit adjustments are recorded in the proper accounts.

Condition:

As of September 30, 2013, prior year audit adjustments were not recorded in the books or were
recorded in the wrong account.

Context:

The improper recording of adjustments was discovered during our reconciliation of the
beginning net position to the audited financial statements as of September 30, 2013.

Effect:

The beginning balance of net position did not agree with the audited balance as of September 30,
2012,

Cause:

There are no monitoring controls in place to ensure current year transactions and audit
adjustments are properly recorded.

Recommendation:

Management should review the financial statements to minimize material misstatements and to
delect or correct errors on a timely basis.

Management’s Response:

Management will collectively review the financial statements monthly prior to closing and after
closing and authorized signatures will be required. The Administrative Services Officer will
then adjust the books to ensure that transactions are recorded in the proper period and
adjustments, if any, are timely recorded.

Lad



Department of Chamorro Affairs — Non-Appropriated Funds

Schedule of Prior Audit Findings

Findings in the prior vear Audit Report dated May, 10, 2013 are as follows:
Finding No. 2012-1 Audit Adjustments
Finding:

Several prior year audit adjustments were not recorded in the books. In addition, several audit
adjustments were required in order to record transactions in the proper period.

Status:

Management has recorded the prior year adjustments in their books, however several prior year
adjustments are recorded in the wrong account. As a result, the beginning balance of net assets
did not agree with the audited balance as of September 30, 2012,

Finding No, 2012-2 Written Policy

Finding:

There is no written policy or procedure describing the standard operating procedures on
management of funds, equipment, and other properties, appropriated, loaned, contributed to, or
raised for the purpose of preparing for and conducting activities relating to the Festival of the
Pacific Arts.

Status:

Management is in the process of establishing the written policy or procedures as it deems
appropriate for the purpose of preparing for and conducting activities relating to the Festival of
the Pacific Arts in 2016.

Finding No. 2012-3 Travel Expense

Finding

The travel related expenditures were not documented in accordance with the applicable travel
laws and regulations of Section 23104 of Title 5 Guam Code Annotated requires that all persons
who have completed travel on behalf of the Government of Guam to clear all travel advances
within ten (10) days following the return from official travel.

Status:

Management will adopt a travel policy within the department to ensure that non-profit

organizations abide by the Guam Travel Laws. No similar finding was noted during the fiscal
vear ended September 30, 2013 audit since there were no travel expenses for the year.
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May 19, 2014

The Board of Trustees
Department of Chamorro Affairs — Non-Appropriated Funds
Hagatna, Guam

We have performed an audit of the financial statements of the Department of Chamorro Affairs —
Non-Appropriated Funds (DCANAF), and its discretely presented component unit, collectively a
component unit of the Government of Guam, as of and for the vear ended September 30, 2013, in
accordance with 1.S. generally accepted auditing standards and the standards applicable to
financial audits contained in Government Auditing Standards, 1ssued by the Comptroller General
of the United States, and have issued our report thereon dated May 19, 2014.

This report to the Board of Trustees of the DCANAF summarizes our communications 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 DCANAF 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
Trustees (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
DCANAF is responsible. We summarize these required communications as follows:

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

The finaneial statements are the responsibility of the DCANAF’s management. Our audit was
designed 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, 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 DCANAF’s internal control over financial reporting. Our
responsibilities under the audit were communicated to management and outlined in an
engagement letter dated November 28, 2012.
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The Board of Trustees
Department of Chamorro Affairs — Non-Appropriated Funds

Auditors’ Responsibilities under US GAAS and US 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 DCANAF’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 1 the financial siatements,
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 DCANAFs internal control over financial reporting as a
basis for designing audit procedures that were appropriate in the circumstances.

As described in our engagement letter dated November 28, 2012, the objective of a financial
statement audit performed in accordance with US GAAS and GAGAS is as follows:

1. To express an opinion on whether the basic financial statements and accompanying
supplementary information, in relation to the basic financial statements as a whole, of
the DCANAF are presented fairly, in all material respects, in conformity with U.S.
generally accepted accounting principles,

2. To provide a report on internal control over financial reporting related to the financial
statements and compliance with laws, regulations and the provisions of contracts or grant
agreements and other matters, noncompliance with which could have a material effect on
the financial statements, as required by Government Auditing Standards.

The Adoption of, or a Change in Significant Accounting Policies

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

There were no changes in the DCANAF’s significant accounting policies during the year ended
September 30, 2013.

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

We discussed our judgments about the quality, not just the acceptability, of the DCANAK'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.
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The Board of Trustees
Department of Chamorro Affairs — Non-Appropriated Funds

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.

Management’s judgment is called upon in:
o Preparing budgets that are used to administer and monitor DCANAF’s operations. These
budgets include determining how existing financial resources will be used n

DCANAF’s operations.

» Determining the adequacy of the recorded valuation of receivables, including the need for
any reserve.

e Determining the need for any inventory obsolescence provision or adjustment to the lower
of cost or market.

Significant Audit Adjustments

During our audit, we proposed adjusting and reclassifying entries, which DCANAF agreed to
be reflected in the financial statements (see Appendix A - Adjusting Journal Entries).

Unadjusted Audit Differences Considered by Management to be Immaterial

Certain unadjusted audit differences accumulated by us (i.e. adjustments either identified by us
or brought to our aflention by management) were identified during the current audit and
pertaining to the latest period presented, which were determined by the DCANAFs management
to be immaterial, both individually and in the aggregate, to the financial statements as a whole
(see Appendix B ~ Summary of Uncorrected Audit Misstatements)

Other Information in Documents Containing the Audited Financial Statements

We reviewed the Management’s Discussion and Analyses and other supplementary schedules to
the financial statements to ensure consistency with the audited financial statements.
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The Board of Trustees
Department of Chamorro Affairs — Non-Appropriated Funds

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.

Disagreements with Management on Financial Accounting and Reporting Matters

There were no material disagreements with DCANAF’s management on financial accounting
and reporting matters during the audit.

Major Issues Discussed with Management Prior to Retention

There were no major accounting issues discussed with DCANAF’s management prior to our
retention.

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

We are not aware of any significant unusual transactions recorded by DCANAF, or of any
significant accounting policies used by DCANAF related 1o controversial or emerging areas for
which there is 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 Hlegal Acts

We are not aware of any matters that require communication. Furthermore, DCANAF’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 May 19, 2014 (see Appendix C — Management's Representation
Letter).

Significant Deficiencies and Material Weaknesses in Internal Control

We have identified certain deficiencies in internal control during the course of our audit which
has been included in our separately issued Management Letter dated May 19, 2014,

We have identified a significant deficiency in internal control, which has been included in our
separately issued Compliance and Internal Control Report dated May 19, 2014.
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The Board of Trustees
Department of Chamorro Affairs — Non-Appropriated Funds

Independence
We are not aware of any relationships between Emst & Young and our related entities, and
DCANAF, 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 DCANAF within the meaning of the
applicable published rules and pronouncements, its interpretations and rulings.

o o o oft ok ok AR

This report is intended solely for the use of DCANAF’s board of trustees and management, the
Office of Public Accountability of Guam, 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,

Sanct + LLP
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Appendices

A — Adjusting Journal Entries
B — Summary of Uncorrected Audit Misstatements

C — Management’s Representation Letter
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The Board of Trustees
Department of Chamorro Affairs — Non-Appropriated Funds

Appendix A - Adjusting Journal Entries
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The Board of Trustees
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Appendix A - Adjusting Journal Entries, continued
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The Board of Trustees
Department of Chamorre Affairs — Non-Appropriated Funds

Appendix C - Management Representation Letter

DIPATTAMENTON I KAOHAO GUINAHAN CHAMORRO
DEPARTMENT OF CHAMORRO AFFAIRS

FenGraie e 1B Cata Frmcph A ch-Cansenier Ruywwond 5.Tenmm
v of Guem Prasighens. DCA { derr il Cxoreoads of Gkt

_May 19,3014

Ernst & Young

2371 Ypac Road

Suite201, Erost & Young Bu:lding
Tamuning, Guarn

In conpection with your audits of the basic financial statements of Department of
Chamorre Affairs — Non-Appropriated Funds (DCANAF), and its discretely presented
commponent unit, collectively a component unit of the Government of Guam as of
September 30, 2013 and 2012, and for the years then ended, we recognize that obtaming
representations Trom us concerning the information contained in this letter is a significant
procedure in enabling you o form an opinion whether the financial statements present
fairly, in all material respects, the financial position, results of operations and cash flows
of DCANAF in conformity with US generally accepted accounting principles,

Dl AM MUSELM

Certain representations in this letter arc described as being lumited to matters that are
material. frems are considered material, regardiess of size, if they involve an omission or
.. misstatement of accounting information that, in light of serrounding circumstances,
= § makes it probable that the judgment of a rcasonable person relying on the information
would be changed or influenced by the omission or misstalement.

 Accordingly, we make the following representations, which are true 10 the best of our
o T % knowledge and belief.
1211
HAGATTHA
T Management's responsibilities

@ We have fulfilled our responsibilities, as set forth in the terms of the audit engagement

agreement dated November 28, 2012, for the preparation and fair presentation of the

PBS rfinanciat statements (including disclosures) in conformity with US generally accepied

GUAM accounting principles (LIS GAAP) applied on a basis consistent with thai of the preceding
years.

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

¢ are aware, that is relevant 1o the
ancial statements such as records,

*  Access to all information, ¢
preparation and fair preésesiatio
documentation and other matiers

» Additional information that §ou hav
audit T

;equestzd from us for the purpose of the

“Department of Chamcrre Affairs i an Bqual Opportunity Provider and Empioyer”
Terlaje Profmeskonal Sikiing » 15t Floor 194 Heman Conaz Avenue Hagatha, Guam 96810
PCL Box 2950 Hagdtila, Guam 35032 » Phone: {671} 47542785 - Fax: (67 1) 4754227
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The Board of Trustees
Department of Chamorro Affairs — Non-Appropriated Funds

Appendix C - Management Representation Letter, continued

Muanagement's responsibilities, continued

We recognize thal we are responsible for the DUCANAF s compliance with the laws, 1
grant agreements and contracts that are applicable to it We have identified and disclosed o
representatives all laws and regulations, grant agreements and coniracts that have a direct an
malerial effect on the determination of firancial statement amounts or otber fnancial date
signtficant to the audit ohjsctives.

=i

i

e have identified (0 yvour representatives 3 previcus awdits, altestation engagements, and othey
studies refated 1o the aswdd objectives and whether the related recommendations have been
unplemented

f There has been no noncomplance or possible noncompliance with provisions of contracts or
grant agreements in any jurisdiction whose effects should be considered for discloswre in the

. financial stetoments or &5 4 basis for recording a loss contingency.

o

: We have ¢ process o track the status of andil findings and recommendations.

We have provided views on your reportad findings, conclusions, and recommendations, s well
as managemeni’s planned corrective actions, for the report.

We have tken timely and appropriate steps (o ramedy fraud, and noncomplisnce with provisions
of laws, regulations, contracts or grant agreements, or abuse that you have reported.

E
o
>

Uncorrected milsstatements

i

We believe that the effects of any uncorrected misstatements, sumpwarized In the accompanying
schedule, accumulaied by you during the current andit and peraining 1o the latest period
presented are mmmaterial, both Individually and In the zggregate, to the financial stalements 45 4
whole,

i

i

Irnterngl conirol

There are no maiterial transactions that have not been properly recorded o the scoounting records
anderlving the financial statements,

We are not aware of anv significant deficiencies or material wesknesses i the design or
oparation of internal control over financial reporting. There have been no significant changes in
internal control since September 30, 2013,
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The Board of Trustees
Department of Chamorro Affairs ~ Non-Appropriated Funds

Appendix C - Management Representation Letter, continued

Ainuizs and conlracts

The dates of meetmgs of sharcholders, directors, commmitices of directors and important
management comimitioss are as foilows]

= Octcber 18, 2012 November 28, 2012 Janvary 24, 2013
March 21, 2013 April 18, 2013 Bday 16, 2013

September 19, 2013

We have made available to vou all minutes of the mostings of sharcholders, directors and
commitiens of directors or summaries of seuons of recent weetings for which minutes have not
% vat been prepared.

We also have mamde avallzble o vou all significant comiracis, including amendments, and
agreemends and have communicated 1o you all significent orsl agreements. We have complied
with afl aspects of contractual agreements that would have a material effect on the fnancial
statements in the evenl of noncompliance, including all covenants, conditions or other
requirements of all outstanding debt.

Stgnificant assumptions

Sienificant assumptions used by us i making accounting estimates, including those measured &
& : B 4 £
fair value, we reasonable and supponable.

Risks and uncertainties

There are no risks and Unceriaintiss Telated o significant estimates and current vulnersbilitiss
due o material concentrations that bave not bean disclosed m oaccordance with the Financial
Accounting Siandards Board {FASB} Accounting Standards Codification (AR 275, Risks and
Encermiiniies,

o

ks

%

Chwnership and pledging of asseis

efs appesring in the stalgments of net position. All a
appear in the statements of pet position.

DCANAF has satisfactory ttle 1o all ass
10 which DUANAF has satisfactory title

Receivables and revennes

- Receivahles represent valid claims against the debiors indicwied and do not Inclade amounts for
o goods shipped or services provided subsequent to the dates of the statements of net position,

All revenue recognized as of the dates of the statements of net position has been realized {or 18
realizable) and carned. Revenue has not been recognized before (1) parsuasive evidence of an
arrangement exists, (27 goods have been delivered or services rendered, { 3} consideration 1o be
seceived is fixed or determinable and (4} collectability is reasonably assured,
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The Board of Trustees
Department of Chamorroe Affairs — Non-Appropriated Funds

Appendix C - Management Representation Letter, continued

"
L

Beeeivables and revenues, confinned

Adeguate provision has been mede for losses, costs and expenses thal may be ipourrsd

?g subsequent o the daws of the statements of net position in respect of sales and services rendered
prinr to those dates and for uacellectible accoums, discounis, retums and atlowances, ete., that
may be incurred in the collection of receivables at those dates,

; We have adeguately disclosed a description of our major revenve-generating products and

servives, the types of srrangements (ncluding multiple-clement srrangements) vsed 1o deliver
these products or services, and a description of the revenue recognition policies applicable w
these prodducts or services,

We nave disclosed (o you sl sales wrms (both expressed and fmplied). including ali nights of
é w price adjusiments and warranty provisions, We have made available to you ali
Hicant contracts, comupnunications {either wrilten or orall, and other relevant nformation
rertaining (o arrangements with our customers, including distributors and resellers.

Inveniories

Inveniories, including goods that are defective, slow-moving, obsolee or unusable, are stated st
amounts not in excess of thelr estimated net realizable values.

c Physical counts and meassurements of inventories were made by competont employees sader the

75 .. n . . - N -
supervision of management and hook records were appropriaisly adiusted after giving
recognition 1o cut-off for materials received and products shipped.

- Adeguate provision has been made for Josses under fiom puschese comurdtments for goods or

inventory. Thers have been no reductions of the sefling prices of finished goods subsequent w
September 36, 2013 and none are contemplated.

R
s
b

Contingent Hupilifies

There are no unasseried claims or assessments, including those our fawyers have advised us of,
that are probable of assertion and must be disclosed in accordance with ASC 430-24.
Contingencies — Loss Conlingencies.

There have been oo violations or possible viclations of laws or regadations m any jurisdiction

a5 - . C . . . .

. whose effects should be considered for disclosure In the financial statements o7 as a basis for

| recording a loss contingency,

» There have been no iniernal investigations or communisztions from regulstory agencies or

E =2 4 < R

- SOVEIMIMEN: fepresentatives concerning investigaions or allegations of noncompliance with laws

v ar regulations in any losdiction, noncompliance with or deficiencies in financial reporting
practices, or other matiers that conld have a material effect on the financial statements.
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The Board of Trustees
Department of Chamorro Affairs — Non-Appropriated Funds

Appendix € - Management Representation Letter, continued

Contingent liabilifies, continued

There are no other liabilities or gain or loss contingencies considered material, individually or &
the sgzregate, that are reguired to be scorned or disclosed by ASC 430, Coniingencies, nor are
thers any accruals for loss contingencies incinded ip the statements of net position or gain
contingencies reflectsd in earnings that are not in conformity with the provisions of ASC 450,

We bave not consulted legal counsel concerning Htdgation, claims or assessments.

Oral or writien guaraniees

- . . . .
: There are no oral or written guarantess, including guaranices of the deby of others,
;
:

FPurchase commifinenis
: At September 30, 2013, DUANAF had no purchase computments for inveniories i excess of
o normal reguirements or st prices that wers in excess of market at that date,

There were no agreaments of commitinents (o repurchase assets previously sold. There wert 1o
materia] comumitinents outstanding at September 30, 20172 as o vesult of being a party 0 fofores

or forwards contracts, shori sales or hedge ransacions,

Froand

s

G

We acknowledge our responsibility for the design, implementation and malniznance o progranis
and interpnal control 1o prevent and detect fraud.

We have no keowledge of any frand or suspected fraud involving management or other
emplovees who have a significant role in the DCANAF's iplernal control over financial
reporting. In addition, we have no knowledge of any fraud or suspected fraud ipvolving other
employees where the Iraud could have a matertal effect on the financial statements,

o

44

-

i

We have disclosed o vou the resalis of our assesstnent of the risk that the financial stalements
may be materially missiated as a result of frand. We have disclosed o you all allegations of
financial improprigties, incinding fraud or suspecied fraud, coming W our afiention (regardless of
the source or form and including, withowt Bmitation, allegations by “whistle-blowers™) where
such allegations could result In & misstalement of the financial statements or otherwise affect the
financial reporting of the CANAF.

fo
é Independence

We are mot aware of any capital lease, materiel cooperative amangement o7 othe
relationship between DCANAF and Brnst & Young LLF or any other member fSrm of
Ernst & Young organization.
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The Board of Trustees
Department of Chamorro Affairs — Non-Appropriated Funds

Appendix C - Management Representation Letter, continued

Wa are not aware of any reason thar Erast & Young LLP would oot be considered 0 be
independent for purposes of the DUANAF s audit.

Conflicis of interest

There are po instances where any officer or emplovee of the Company has an Interest in a
compary with which the Company does busisess that would be considered a “conflict of
interest.” Such an iperest would be contrary 100 DCANAF policy.

S
.

%

Subsequent events

Subsequent 1o Septemnber 30, 2013, no evenls or transactions have occurred or are pending that
would bave a material effect on the financial siptements at that date or for the period then ended,
or that are of such significance in relation to the Goversment of Guany's affairs 1w requive
mention in a note to the financial statements in order 1o malke them not misleading regarding the

B

o financial position, results of operations or cash flows of the Company.
&
-

Regrired supplementary informution

We acknowledge owr responstbility  for the required  supplementary  informalion on
management’s discussion and analysis, which have been measwred and presented in conformity
with the guidelines established by the applicable Financial or Governroental Accounting
Standards Board Statement. There have been no changes in the methods of messurement or

o

%, presentation of the required supplementary information from those used in the prior period. We

L are responsible for the significunt assumptions and interpretations underlving the meuswrement
and presentation of the required supplementary mformation. We belleve that the significant

z assumptions and interpretations used are ressonable.

;‘3:

-

Supplemernitary information

We are responsible for the preseniation of fhe combining schedules {the “supplementary
information™ in accordance with US. GAAP. We belleve the supplementary information,
including its form and content, is fabrly presented in accordance with U5, GAAP. There have
been no chenges o the methods of meassrement or presentation of the supplementary
information from those used in the prior period. We are responsible for the significant
assumaptions  and  interpretations underlying the measurement and  presentation of the
supplementary information. We believe that the significant assumptions and nlerpretations used
are reasonable,
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The Board of Trustees
Department of Chamorro Affairs — Non-Appropriated Funds

Appendix C - Management Representation Letter, continued

B og ow F

We understand fhat vour audits were conducted in accordance with apditing standards geperally
accepied in the United Siates as estgblished by the Amercan Institute of Certified Public
Accountants and the standards applicable w financial audits contained in Government Anditing
Standards, msued by the Comptroller General of the United States and were, therefore, designed
prizvarily for the purpose of expressing an opinion on the financial statements of DCANAF as 2
whole, and that your tests of the accounting records and other nuditing procedures were Hmited
0 those that you considerad pecessary for that purpose.

Very truly yours,

{Ef Kl aih !ﬁ g«‘}ﬁﬁéﬁ“@

WM/ Joseph Arero-Cameron, President
e
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