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Hafa Adai Madam Speaker:

Attached are the FY2013 audit reports from the Office of Public Accountability for the
Chumorro Land Trust Commission and the Guam Ancestral Lands Commission.

As you may know, both these commissions had not had a regular audit performed for a
number of years. In August 2014, the FY2012 audit was completed and we expect the FY
2014 andit to be complete before March 2015. This will then bring both these organizations
in line with the government of Guam audit schedules,

Since these audits have been performed and completed within a shorter than normal pertod
of time, most of the findings have already had action either underiaken or underway to
resolve them. 1am available at any time to discuss these andits.

Very Respectiuily,
. o

MICHAELA B BORSA™

Attachment:
1. FY 2013 Chamorro Land Trost Commission Audit
2. FY2013 Guam Ancestral Lands Commission Audit

e YT T L AP e 8 Yot . T T P, e o 17 st 7 ot o= ek T e b,

cc: Sen, Thomas . Ada (with attachments)

Ponls
o
-
a2



Deloitte.

December 29, 2014

Ms. Antta F. Oriling
Chairperson
Guam Ancestral Lands Commission

Dear Ms. Qrlino:

We have performed an audit of the financial statements of the Guam Ancestral Lands Commission {the
“‘Commission”) as of and for the year ended September 30, 2013, in accordance with auditing
standards generally accepted in the United States of America ("generally accepted auditing standards”)
and have issued our report thereon dated December £9, 2014,

We have prepared the following comments to assist you in fulfiling your obligation to cversee the
financial reporting and disclosure process for which management of the Commission is responsible,

OUR RESPONSIBILITY UNDER GENERALLY ACCEPTED AUDITING STANDARDS AND
GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS

Our responsibility under generally accepted auditing standards and the standards appilicable to financial
audits contained in Government Auditing Standards, issued by the Complroller General of the United
States, has been described in our engagement letter dated September 26, 2014, As described in that
letter, the obisctive of a financial statement audit conducted in accordance with the aforementioned
standards is:

. To express an cpinion on the fairness of the Commission's financial statements and the
accompanying supplementary information, and to disclaim an cpinion on the required
supplementary information for the year ended September 30, 2013, in conformity with
accounting principles generally accepted in the United States of America {"generally accepted
accounting principles”), in ail material respects;

- To express an opinion on whether the supplementary information that accompanies the financiat
statements is presented fairly, in all material respects, in relation to the financial statements
taken as a whole; and

. To report on the Commission’s internal control over financial reporting and on its comphiance
with certain provisions of faws, reguiations, contracts, and grant agreements and other matiers
for the year ended September 30, 2013, based on an audit of financiat statements performed in
accordance with the standards applicable to financial audits contained in Government Auditing
Standards.

Our responsibilities under generally accepted auditing standards include forming and exprassing an
opinion about whether the financial statements that have been prepared with the oversight of
management and the Board of Commissioners are presented fairly, in all material respects, in
conformity with generally accepied accounting principles. The audit of the financial statements does
not refieve management or the Hoard of Commissioners of their responasibitiies.



An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on our judgment, including the assessment
of the risks of material misstatement of the financial statements, whether caused by fraud or error, In
making those risk assessments, we considered internai control over financial reporting relevant to the
Commission’s preparation and fair presentation of the financial statements in order to design audt
procedures that were appropriate in the circumstances but not for the purpose of expressing an opinion
on the effectiveness of the Commission's internal control over financial reporting.  Accordingly, we do
not express an opinion on the effectiveness of the Commission’s internal control over financial
reporting. Our consideration of internal control over financial reporting was not designed to identify all
deficiencies in internal control over financial reporting that might be significant deficiencies or material
weaknesses,

ACCOUNTING ESTIMATES

Accounting estimates are an integral part of the financiat statements prepared by management and are
based on management's current judgments. Those judgments are ordinarily based on knowledge and
experience about past and current events and on assumptions about future events. Significant
accounting estimates reflected in the Commission’s 2013 financial statements include management’s
estimate of the allowance for uncollectible accounts, which is determined based upon past collection
experience and aging of the accounts. During {he year ended September 30, 2013, we are not aware
of any significant changes in accounting estimates cr in management's judgments relating to such
estimates.

UNCORRECTED MISSTATEMENTS

Qur audit of the financial statements was designhed o cobtain reasonable, rather than absolute,
assurance about whether the financial statementis are free of material misstatement, whether caused
by error or fraud. We have attached to this letter, as Appendices A and B to Attachment Il, a summary
of uncorrected misstatements aggregated by us during the current engagement and pertaining to the
latest and previous periods presented that were determined by management to be immaterial, both
individually and in the aggregate, to the financial statements taken as a whole,

MATERIAL CORRECTED MISSTATEMENTS

Material misstatements were brought to the attention of management as a result of our audit
procedures and were corrected by management during the current period. We have attached to this
fetter, as Afttachment 1, a summary of misstatements corrected by management.

SIGNIFICANT ACCOUNTING POLICIES

The Commission’s significant accounting poficies are set forth in Note 2 {o the Commission's 2013
financia! statemenis. During the year ended Seplember 30, 2013, there were no significant changes in
previcusly adopted accounting policies or their appiication, except for the following proncuncements
adopted by the Commission:

. GASB Statement No. 60, Accounting and Financial Reporting for Service Concession
Arrangements, which addressed how to account for and report senvice concession arangements
(SCAs), a type of public-private or public-public partnership that state and local governments are
increasingly entering into.

. GASE Statement No. 81, The Financial Reporting Entity. Ormnibus, which improved financal
reporting for governmental entities by amending the requirements of Statements No, 14, The
Financial Reporting FEntity, and No. 34, Basic Fmancial Statements - and Management's
Discussion and Analysis - for State and Local Governments, to better meet user needs and
address reporting entity issues that have come to light since those Statements were issued in
1981 and 1999, respectively. '



. GASB Statement No. 82, Codification of Accounting and Financial Reporting Guidarnce Contained
in Pre-November 30, 1989 FASEH and AICPA Pronouncements, which enhanced the usefulness of
its Codification by incorporating guidance that previously couid only be found in certain Financial
Accounting Standards Board (FASB) and American Institute of Certified Public Accountants
{AICPA} pronouncements issued on or before November 30, 1889, which do not conffict or
contradict GASB pronouncemsnts. GASB Statement No. 82 superseded GASB Statement No.
20, Accounting and Financial Reporting for Proprietary Funds and Other Governmental Entities
That Use Proprietary Fund Accounting.

* GASB Statement No. 63, Financial Reporting of Deferred QOutflows of Resources, Deferred
inflows of Kesources, and Net Position, which established guidance for reporting deferred
outfliows of resources, deferred inflows of resources, and net position in a statement of financial
position, and GASB Statement No. 85, ftems Previously Reported as Assets and Liabdlities, which
clarifies the appropriate reporting of deferred outflows of resources and deferred inflows of
resources to ensure consistency in financial reporting. These Statements amend the net asset
reporting requirements in Statement No. 34, Basic Financial Statements - and Management’s
Discussion and Analysis - for Slate and Local Governments, and other pronouncements by
incorporating deferred cutflows 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. With the implementation of GASB Statement No. 83 and
Statement No. 85, the Statement of Net Assets was renamed the Statement of Net Position.

The implementation of these pronouncements did not have a material effect on the financial statements
of the Commission.

DISAGREEMENTS WITH MANAGEMENT

We have not had any disagreements with management related to matters that are material to the
Commission’s 2013 financial statements.

OUR VIEWS ABOUT SIGNIFICANT MATTERS THAT WERE THE SUBJECT OF CONSULTATION
WITH OTHER ACCOUNTANTS

We are not aware of any consultations that management may have had with other accountants about
auditing and accounting matters during 2013.

SIGNIFICANT FINDINGS OR ISSUES DISCUSSED, OR SUBJECT OF CORRESPONDENCE, WITH
MANAGEMENT PRIOR TO OUR RETENTION

Throughout the year, routine discussions were held, or were the subiect of correspondence, with
management regarding the application of accounting principles or auditing standards in connection with
transactions tha! have coourred, fransactions that are contemplated, or reassessment of current
circumstances. In our judgment, such discussions or correspondence were not held in connection with
our retention as auditors.

OTHER SIGNIFICANT FINDINGS OR ISSUES ARISING FROM THE AUDIT DISCUSSED, OR
SUBJECT OF CORRESPONDENCE, WiTH MANAGEMENT

Throughout the year, routine discussions were held, or were the subject of correspondence, with
management. In our judgment, such discussions or correspondence did not involve significant issues
reguirng communication to the Board of Commissioners.

SIGNIFICANT DIFFICULTIES ENCOUNTERED IN PERFORMING THE AUDIT

In our judgment, we received the full cooperation of the Commission’s management and staff and had
unrestricted access to the Commission’s senior management in the performance of our audit.



MANAGEMENT'S REPRESENTATIONS

We have made specific inguiries of the Commission’s management about the representations
embodied in the financiat statements. Additionally, we have requested that management provide to us
the written representations the Commission is required to provide to its independent auditors under
generally accepted auditing standards. We have attached to this letter, as Attachment il, a copy of the
representation letter we obtained from management.

EMFHASIS-OF-MATTER PARAGRAFPH

As discussed in Note 1 1o the financial statements, the financial statements of the Commission present
only the Guam Ancestral Lands Commission and are not intended to present fairly the financial position
and results of operations of the Government of Guam in conformity with accounting principles generatly
accepted in the United States of America. Our gpinion is not modified with respect to this matter,

CONTROL-RELATED MATTERS

We have issued a separate report to you, also dated December 28, 2014, containing certain matters
involving the Commission’s internal control over financial reporting that we consider tc be material
weaknesses or significant deficiencies under standards established by the American Institite of
Certified Public Accountants, and on its compliance with certain provisions of laws, reguiations,
contracts, and grant agreements and other matters. Although we have included management’s writlen
responses to our comments contained in that report, such responses have not been subjected to the
auditing procedures applied in our audit of the financial statements and, accordingly, we do not express
an opinion or provide any form of assurance on the appropriateness of the responses or the
effectiveness of any corrective actions described therein.

* k & ¥ A K

This report is intended solely for the information and use of management, the Board of Commissioners,
and others within the organization and is not intended (o be and should not be used by anyone other
than these specified parties.

Very truly yours,

AT
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ATTACHMENT I

DIPATTAMENTON. MINANEHAN TANO’
{Depariment of Land Management]

KUMISION | TANO® SAINA-TA

{Guahan Ancestraf Lands Commission)

December 29, 2014

Delojtte & Touche:LLP

Centified Public. Accountants

i 361 South Marine Gorps Drive
“TPamuning, GU 96913

i Gentlemeit:

{ We are providing this letter in connection with your audits of the balance: sheeis of the
v Guam Ancesiral Lands Commission (GALC), a governmental fund of ‘the Government of
)} Guam, as of September 30, 2013 and 2012, and the related staternents of° reverues,
B expendllures, and changes in fund balances for the years then ended, which collectively.
‘| comprise the GALCs basic financial. statements.for the purpose of expressing ar opinion. as
 to whetier Ihe basic financial statements present fairly; in all material respects, the finuncial
i} position, resulfs of operatisns or changes in furid balances of the GALC mn conformity with
generally acceptedaccmmnng principles (GAAP).in the United States of America.

590

B owe confirm that we arcrespansible for the following:

a. The fair presentation in the basic financial statements of financial position and
résults of operations in conformity with- GAAP.

b. The déstgn, implementation, and mainienance of programs and cortrols to prevent
ang detect fraud, including fraud related to federal awards.

E-mail Addieks:

galc.slal & thm.gusm. gov
c. Establishing-and maintaining effective internal control over financial reporting,

Telefhona: . . : .
(B71} 47362877 or d: The review and approval of the financial. statemments and related notes and
(671 B3FLAND {5263) acknowledge your role in the preparation of this information. Specifically, we
o, EB0/E81 acknowledge that your role in the preparation of the financial siatements was a
matter of convenience rather than one of necessity. We have reviewed the
financlal statement preparation assistance provided by you and acknowledge that
u?imi the financial statements are prepared in accordance with GAAP. Our review was

based on the use of the financial statement disclosure checklist for a general-
purpose government obtained from the Government Finance Officers Association.

{ Cenain representations in this letter are described as being limited w matiers that are

{ material. Items are considered material, regardless of size, if they involve an omission of
misstatement of accounting information that, in light of surrounding circumstances, makes it
1§ probable that the judgment of a reasonable person relying on the information would be

I changed or influenced by the omission or misstatement,




ATTACHMENT Hl, CONTINUED

We confirm, 1o the best of our knowledge and belief, the following representations
mrsde 65 you dmm s ywor anidits,

1. The'bpsic financial sintements referred to above are forly. presented in conformity
with TFAAP. [n-addition:.

a. '}fB;ég;ﬁsiixz are properly classified infhe category of ‘custodial eredit risk.

b

'. Sngﬁpierr%éntary infortintion is messured and presented within
presceibetlpuidehines.

Agpplicable Jaws and regulations are folldwed in adopting, approving, and
amending budnem

e

d.  Fund balance restrictions, commitments, and assignments are properly
classified and, if 3ppifcﬁbha approved.

.

The GALC has provided 16 vou all relevant information and access as agresd in
the terms of the audit engagement letter,

3. The GALC has provided vou

a. Miouotes of the mae{mg& of the: Bodrd: of Commissioners or summarics of
aclions of recent meetings for-which-minutes have nof yet been prepared.

sed by the Government: of Guam’s
LC.

b, Suiimaries of setions of ieg}sian%}n
legislative body as pertaining to:the

¢.  Financial records and related data for all financial transactions of the GALC
and. for wll funds administersd by e BALC, The records, bt}u}xs, and
accounts, as provided o you; record-the: finantial and fiscal operations of all
funds administered hy the GALC and:provide the audit trail 16 be used in a
review of accountability. Information. presented i financial TEROTtS 1S
supported by the books and records from which the findncial siatemcnis
have heen prepared,

d. Contracts and grant agreemenis (including amendmenss, if any) and any
other %Gﬁ'ﬁ&?(}ﬂ§§ﬁi§e that has taken place with federal agencies.

4. There hag been nos

a.  Action mhcn by GALC management that contravenes the provisions of
federal laws and local laws and regulations, or of contracts and graniy
applicable 1o the GALC.

b, Communicalion from other regulatory agencies concerning noneompliance
with or deficiencies in financial reporting practices or other masters that
could have 3 material effect on the Bnancial statements,

We believe the efiects of any vncerrected financial statement missiatements
agprepated by you during the current audit engagement and pertaiming 10 the fatest
;}ﬁ;(ﬁa;i tﬁre&*‘nied are fmpeaterial, both individually and in the aggregate, 1o the
financial statements tken as a whole. A sumenary of such uncorrecied
misstatements has been attached as Appondix Al

o



ATTACHMENT Ji, CONTINUED

6. We believe the effects of the uncomrected. financial stalemeni misstatements
detected in the cusvent year that relate to the prior year presented, when comb}naé
with those misitatements aggragated by you during the prior-year : :
cngagernent sl periaining: 1o the, priod year. gmsame{i are immaterial, 'imihi
individually and jo the aggrepate, To the fnancial statements for the year ended
Sﬁptambﬂr 30, 2012 wken as 3 whole, A summary of such uncorrected
‘misstaterments has been attached as Appendix B:

7. The GALC has not performed arisk assessmeit, including the assessment of the-
risk-that the financial statements may be materially misstated as a result of Traud.
However, maragement has made available to you their understanding about the
risks of fraud | in the-GALC and do not believe that the financial statemeiits até:
materially misstated es-a result of fraud.

8.  We have no knowledge of any frand or suspected fraud affecting the GALC
Anwvolving:

a.  Management

b.  Employees who have significant roles in iflernal control over finaneial
reporting.

. (hersifthe fraud pould have a material offcet on the financial statements,

9. Welavweno kmwietigfz of any allegations of fraud or suspected fraud affecting the:
GALC rgeeived i Communications from employees, former employees, analysts,
régulitors, or others:

0. “There are no-pnasserted claims or asséssments that legat counsel has advised us.
are §3$€>§}§i}§& of ‘assertion and must be disclosed in accordance with GASHE:
Codification of Governmental Accounting and Financial Reporting Standards.
{“GAS‘:B Codification™) Scetion 05D, Claims and Judgmendys, except as disclosed

in note § tothe financial statements,

11, Significant ossumiptions wsed by us in moking sccounting  estimtes  dre
reasonable.

a d;r ct and "nf&‘iéi‘ia effcm on t%m &ﬁtﬁrmmaf;on of Exmnuml shiemmi am'wunts

Except where otherwise stated below, matters less than $6.000 colleclivgiy are not
considered to be exceptions that require disclosure for the purpose of the following
representations, This amount is not necessarily indicative of amounts that would require
adjusiment {0, or disclosure in, the basic financial statements.

13, Except as desenibed in Appendix A and Appendix B, there are no iransactions that
have not heen properly recorded in the accounting records underlying the Ginaneial
stalements.

14, The GALC bhas no plans or intentions that may atlect the carrying value or
classification of (’iixS{iES and Lahilities,



15.

16

8.

19,

20.

ATTACHMENT HI, CONTINUED

The. following, to the extent appl:cabic have been appropriately identitied,
properly recorded, and disclased in the financial statements:

a.  Reldied-party . transactions and assoeinted amounts regeivable or. payable,
including sales, purchases, loans, transfers, leasing arfangements, and
guarantees {written or.otal).

b, Guarantees, whether writterrbr oral, under which the GALC is. contingently
Tinble.

We have appropriately identified and property recorded: and distlosed i the
financial $tatements all interfund transactions, including repayinent terms,

Arrangements with. financial institutions involving compensating balances or other
arrangements . involving: restrictions on- cash balances; line. of credit, or similar
arrangements have been properly disclosed in the financial statements.

In prepating the financial statements in- conformity with: GAAP, management Nses
estimates, All estimates have been disclosed in the financial staterments for which
knowi -information ‘available prior to the issnance of the financial siatements-
indicates that both of the following eriteria are met: '

a. It is at least reasonably possible that the cstimate of the effeet .on the
financial ‘statements of a condition, situation, of set of c;rcummnces that:
existed at the-date: of the financial statements ‘will change i the near term’
diie to omie or more future contifming cvents,

b.  Theeffect of the chanpe would be material to the finangial statéments,

Risks associated  with  concentrations, based on. infonmation known  to
management, that meet all of the following criteria have been disclosed in the:
financtal statements:

a,  The conceniration exists:al the date of the financial statemerits.

b.  The concentration makes the enterprise vulnerable to the risk of a near-term
SeVerg impact.

¢ Itis at least reasonably possible that the events that could ecause the severe:
impact will oceur in the near term,

There arc no:

a,  Violations or possible violations of laws or reguiations whose effects should.
be considered for disclosure in the Pnancial statements or as a basis for
recording a loss confingency,

b Other habiiities or gain or less contingencies that are required to be accraed
or disclosed by GASB Codification Section C50, Claims and Judgmenis,
except as disclosed in note 8 to the financial statements.

The GALC has satisfaciory title to all owned assets, and there are no liens or
encumbrances on such assets nor has any asset been pledged as coliateral.

The GALC has complied with all aspects of contractual agreements that may have
an effect on the financial statements in the event of noncompliance.
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ATTACHMENT i, CONTINUED

No department or agency of the GALC has reported a material instance of
saRcompliance to us,

The GALC ‘hos identified’ all .derivative apstniments as defined by GASB

Codﬁ ation Section D40, Derivative Insirupints, and. opropristely recorded and

digelnsed. such derivatives in aceprdance with GASB Codification Section D4,

No events have occurred after September 30, 2013, but before the date of this
felter, the date the financial statements were avathhie be ssued that require
consideration as adjustments to or disclosures in the financial statements.

Regarding reguired supplementary information:.

A W& confirm that wé are responsible for the required supplementary
inforrhation.

b The: required sppplementary informasion: is mieasured and presented in
accordancewith the Governmental Accounting Standards Doaed .

e, The methods of measurenmient: and presentation of tie supplementary
information have not chapged from those used in' the prior-period,

Repardiitg $upplementary information;

a.  We oare regpomsible for the falr presentation: of the supplementiry

information in relation:to:the basic financial statemerits taken as a whole.

h, Webehieve the supplemantary information, incliiding its form and content, is
fairly presentedin refation’to the hasic financial statenients taken as a whole.

c. The methods of mcasuremeni and ;}ff:semaiaan of the supplementary
infurmation have nat changed from those used inthe-prier period.

Management .is -aware. of its: reguirement 1o - disclose whether, subsequent to
September 30, 2033, any changes in interngl contrel or:other factors that might
stpnificantly affect miemai control, inefuding: any corréetive action taken by
managersent with tegard to s;gmﬁm;zz deficicndies and material weaknesses have
occurted. Howvever, we rm;zm&:nt 1o you that po such disciosure has been made as
no such changes in internal control or such other 1acturs have oeourred.

During the year ended September 30, 2013, the GALCU implemented the following
probouncements:

" GASD Stntement Mo. 60, f;'mfmnmrg and Firnancial Reporting for Service
Concession Arrangemeénts, which addressed how 1w account for and report
service concession arrangements (SCAs), a type of public-private or puibic-
public partnership that state and ocal governments are increasingly entering
into. The implementation of this proncuncement did not have a material
effect on the financial statements.

» GASE Statement No, 61, The Financid Reporting Entity: Owndbus, which
improved fipancial reporting for povernmental entities by amending the
requiremenis of Statemnents No, 14, The Financial Reporting Entity, wnd No.
34 Basie Financial Statements - ond Manogesent's Discussion and
Analpsis - for State and Local Goversasentz, (o beiter meet user needs and
address reporting entty issues thet have come to light since those Stalements
were issusd m 1991 and 1999, respectively.  The implementation of this
pronouncemnent did not have 2 motenal effect on the financial statements.



ATTACHMENT il, CONTINUED

=  (GASB Swutement No. 62, Codification of Accouwnting und Financial
Ruporting Guid ance £ onterined in Pre-Novesiber 30, 1989 FASE and AICTA
Pmﬁs;sm;.:emg;: s, which n’a_meeﬁ the usefulness of its Codification by
inporporating gl  that previcusly could only be found in cerlain
Finasiclal Aceoenting Standards Board (FASB) and American Institue of
'Lfmiﬁfzd ?}’ﬁbéw Aerounigmy {&&Pﬁ%} pronouncements ssued on or before

1 36, }92? whmi}: doss: not conflict or conrradict GASH

P mtermn emeis No. 62 superseded GIASE Statemeni No.
}fii}z. Acgormting gzm{ Ffmrzma?r Reporting fw Eroprictary. Funds and Other
Governmenial Entities That Use Propriciary. Fund f%e{.:{}zma‘mg The

of this pronouncement did ne! Have a material effect on the-

¢ (GASR. Staterent No. 63 Financiol Reporting of Deferred Ouptliras of
Resazfmz,s, Defefred }zng;%: uf Resourves, and Net Position, which
astﬂbi;shcci guiéancc for reporting dcfcrrcﬁ outflows of resources, deferred
Wy of es Cos, eii'pf:»sti E)I; m hal mtﬂiem&ﬁi af tnmne;ai pﬁ§§§¥ 11,
anid GASB Szammeni N, 63, fems f’revmas{;s Reported us Assels émff
Ligbilities. which clarifies the appropriate reporting of deferred outflows oi’ :
resourees and deferred inflows of ‘resources o ensure consistency in
financial ‘reporting. These Statemepts smend the net asset reporting
requitements i Staement No. 34, Basic Piwwial Statements - ond
Mencgertebt s Discussion. arid A.‘mfyw? ~for Staie wad Loval Governments,
az’s,{i other pronouncenients by incorporating deferred outflows of resources
deferved: mflows of resources dnto the definitions of the regiired
the residnal measure and by renaniing that measure as net
1 ather than net  assets, The implementation  of thess
pmﬁ{:uneammts did not have a material effect on the financial statements.

30, In Apuil 2012, GASB fssued Statement No; 66, Technical Ceorrections - 2012,
which enhances the usefulness of financial teports. by resolving wnflmtmg
ateoiting and financial reporting guidance that conld: diminish the consistency of
finanicial reporting,  The provisions of this statefent are effective for perinds
beginaing after December ‘15, 2012, Management has not yet determinad the

effect of #mplementation of” this statoment on the Fnancial statements of the

GALC.

3}, I June 2012, GASE issued Staement No. 67, Financial Reporting for Pension
Plaps; Wwhith revises existing guidance for the financial reporis of most pension
;)Lms* and Statement No. 68, Accowniing and Financial Reporiing for Pensions,
which revises and LS‘{abha}l&S new financial reporting requirements for most
goyermnents hat provide heir employees with pension benefits, The provisions in
Statement 67 arc effective for financial stateents for periods beginning after June
15, 2013, The provisions in Statement 68 are effective for fisca! years beginning
after June 15, 2014, Managemeni has not vet determuned the effect of
implementation of these statemenis on the financial statements of the GALC,

32, o January 2013, GASD issued Statement No. 69, Government Combinations and
Disposcls of Gavernment Operations, which improves accounting and financial
reporting for state and local goveraments combimalions and disposals of
goveriment operalions. Government combinations include mergers, acquisitions,
and transfers of operationg. A disposal of povermment operations can oceur
through a transfer to another government or 2 sale. The provisions in Statement
69 are effective for [seal years bepinning alter Deceenber 15, 2003, Manepement
has not yet determined the effeet of implementation of s statement on the
financial statementis of the GALLC.
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ATTACHWMENT i, CONTINUED

In- April 2013, GASB issued Statemem No. 74, Accounting and Fingncial
Repamng far Nontxchange Financial Guaraizees, which requires a: siate or Jocal
government. guaranfor that offers a :}{}mmhangf: financial guardntee to aBipther -
orgamz&tmn or goveriment to recognize a Hability oa its financial, stafements
when it is more likely than not that the guarantor will be reguired to make a
payment to the obligation holders under the agreement.  The provisians: in
Swement 70 are effective for fiscal years beginning after June 15, 2013

Management-has not yet determined the effect of implementation of this statement
on {he financidl slatemtats of the GALC.

Receivables recorded in the financial statemients represent: valid claims against
debtors for sales of other charges arising on or heforg September 30, 2{}13 and’
2012 and have been appropriately reduced to their estimated net reatizable valve.

Quantitative and: qualitative information regarding the allowance -for doubiful
accounts has been froperly disclosed in the financial statements.

The GALC is exposed to varions risks of loss related 1o torts; theft of, damage to,
and destruction ofassets; emors and vniissions;. injuries (o cmployccs, and natural
disasters..  The GALC has elected o ‘purchase. commiefvial insurance from
independent ‘third parties for the risks of Toss fo which it is exposed, Settled
claims. resuiting from these risks have not exceeded commercial insurance
coverage in any of the past three {iscal years,

Very truly yours,

Signed;

Title:

éstﬂned

fj
Tite;

m;;zmm ;aqn Ta
Diirector

) m hm 3f
Aﬁm{mﬂ;!mwe Oificer
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INDEPENDENT AUDITORS’ REPORT

Ms. Anita F, Orlino
Chairperson
Guam Ancestral Lands Commission

Report on the Financial Statements

We have audited the accompanying financial statemenis of the Guam Ancestrat Lands Commission
{the Commission), which comprise the balance sheets as of September 30, 2013 and 2012, and the
reiated statements of revenues, expenditures, and changes in fund baiances for the years then ended,
and the related notes to the financial statements, which coflectively comprise the Commission's basic
financiaj statements as listed in the table of contents.

Management’s Responsihility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principies generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal contral relevant to the preparation

and fair presentation of financial statements that are free from materiai misstatement, whether due to
fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits 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 Comptrolier General of the United States. Those standards require that we plan and

perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financiat statements. The procedures seiected depend on the auditor's judament, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropnate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion, An audit also
includes evaluating the appropriateness of accounting policies used and the reasonabieness of

significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained 1s sufficient and appropriate to pravide a basis for
our audit opinion.
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Qpinion

in our apinion, the financiat statements referred to above present fairly, in afl materiat respects, the
financial position of the Guam Ancestral Lands Commission as of September 30, 2013 and 2012, and
the resuits of its operations for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Emphasis of Matter - Reporting Entity

As discussed in Nate 1 to the financial statements, the financial staterments refeired to abave present
anly the Guam Ancestral Lands Commission and are not intended to present fairly the financial
position and resuits of operations of the Government of Guam in conformity with accounting principles

generally accepted in the United States of America. Our opinion is not modified with respect to this
matter.

Other Matters
Required Suppiementary information

Accounting principles generally accepted in the United States of America require that the
Management’s Discussion and Analysis on pages 4 through 7 be presented to suppiement the basic
financial statements. Such information, although not a part of the basic financial statements, is
reguired by the Governmental Accounting Standards Board who 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 of America,
which consisted of inquiries of management about the methods of vpreparing the information and
comparing the information for consistency with management’s responses to our inguiries, the basic
financial statements, and other knowledge we obtained during our audits 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 opinjon or provide any
assurance.

Other Information

QOur audits were conducted for the purpose of forming an opinion on the financial statements that
collectively compnise the Commission’s basic financiat statements. The combining financial statement
information on pages 20 through 23, and the schedule of empioyees and salaries on page 24 are

presented for purposes of additional analysis and are nat a required parnt of the basic financial
statements.

The combining financiai statement information and the scheduie of employees and salaries are the
responsibility of the Commission’s management and were derived from and relate directly to the
underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected fo the auditing procedures appiied in the audits of the basic financial
statements and certain additional procedures, including comparing and reconcifing such information
directiy 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 standard generaily accepted in the United Stales of America. In our opinion, the combining

financial statement information is fairly stated, in all material respects, in relation to the basic financiai
staternents as a whole.

The schedule of employees and salaries on page 24 has not been subjected to the auditing
procedures applied in the audits of the basic financial statements, and accordingily, we do not express
an opinion or provide any assurance on i,
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Other Reporting Required by Government Auditing Standards

in accordance with Government Auditing Standards, we have also issued our report dated December
29, 2014, on our consideration of the Commission’s internal contro! over financia 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 resuits of that testing, and not to provide an opinion on
internat control over financing reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Commission’s
internal controt over financiai reporting and compliance.

ATEBSREL

December 29, 2014
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GUAM ANCESTRAL LANDS COMMISSION

Management’s Discussion and Analysis
September 30, 2013 and 2012

INTRODUCTION

Guam Ancestral Lands Ccrmmission (GALC) is a component unit of the Government of Guam,

currently iocated in Tamuning, Suite 303, 3" floor of the ITC Building. GALC acts as the Land Claims
Facilitator.

The GALC's Management's Discussion and Analysis (MD&A) provides an overview of the GALC's
financial activities for the fiscal years ended September 30, 2013 and 2012. The information enclosed
in the MD&A bas been prepared by management and it should be read in conjunction with the financial
statements and nates which foflow this section.

1. Financial Highlights

« Total assets exceeded total liabilites by $3,051,821 at the close of fiscal year 2013 as
compared to $2,454.828 at the close of fiscal year 2012.

« Total assets at September 30, 2013 increased by $568,880 as compared to September 30,

2012

» Totat liabilities at September 30, 2013 decreased by $28,223 as compared ta September 30,
2012,

s Total fund balance at September 30, 2013 increased by $5597,103 as compared to September
30, 2012,

e« Total revenues of $789,312 far fiscal year 2013 decreased by $356,308 as compared to
31,145,621 for fiscal year 2012. Total expenditures of $192,209 for fiscai year 2013 decreased
by $220,563 as compared to $412,772 for fiscal year 2012, This resulted in an increase in the
fund balance of $597,103 for fiscal year 2013 as compared to $732 849 for fiscal year 2012.

2. Overview of the Financial Statements

The GALC’s financiat statements include all of the activities of Ancestral Lands Operations Fund,
Land Bank Trust Fund, and Landowner's Recovery Fund. The financial statements inciude a
Balance Sheet and Statements of Revenues, Expenditures, and Changes in Fund Balance for
fiscal years 2013 and 2012.

Notes to the financial statements are additional information needed toc provide furiher
understanding of the basic financial statements.

3. Financial Statement Analysis

The balance sheet discloses information on the GALC's assets, liabilities, and fund balance at
year-end. The condensed summary of the GALC's balance sheet is shown below as of September
30, 2013, 2012 and 2011,

2013 2012 2011
ASSETS
Cash and cash equivalents $1,841.911 52,190,015 31,667,056
Time certificate of deposit 1.000,000 - -
Receivables, net 328,118 508.858 546 227
Other assets 2.45h 4.729 3,968
Total assets $3.272.482 §$2703602 $2217.251

4
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GUAM ANCESTRAL LANDS COMMISSION

Management's Discussion and Analysis
Seplember 30, 2013 and 2012

2013 2012 2011

LIABILITIES AND FUND BALANCE
Liabilities:

Accounts payable and other $ 1B,389 % 48916 F 13,132

Security deposits payable 132,213 127,213 127,213

Deferred revenue 69,969 72,6845 354 927
Total liabilities 220,851 248,774 485 272
Fund balance 3,051,931 2,454,828 1,721,979
Total kiabilities and fund batance $3.272482 52703602 %$2,217.251

Total assets increased by $485,351 in 2012 compared to 2011 and further increased by $568,880
in 2013 compared to 2012 primarily due o the increase in cash and cash equivalents and time
certificates of deposit.

Total habilities decreased by $246,498 in 2012 compared to 2011 and further decreased by
$28,223 in 2013 compared to 2012 primarily due to the change in deferred revenue.

Total fund balance increased by $732,849 from 2011 {o 2012 and further increased by $597,103
from 2012 to 2013 due to the following:

* Anincrease in cash and cash equivalents and time certificates of deposit.
» A decrease in liabilittes more specifically accounts payable, accrued payroli, and deferred

revenue.
2013 2012 2011
Revenues:
Lease rentals payments $ 675218 % 956,141 % 695,238
General fund appropriations 92.185 179,155 215,076
Other 21.4909 10,325 4,820
789,312 1,145,621 916,134
Expenditures 192,209 412 772 323.530
Change in fund baiance 597,103 732,849 552 604
Fund Balance - beginning 2454 828 1.721.978 1.129.375
Fund Balance - ending $3.051,931 $2454.828 §$1,721.979

Total revenues increased by $225,487 in 2012 compared to 2011 and decreased by $356,309 in
2013 compared to 2012, The change in revenues between 2012 and 2011 and between 2013 and
2012 was primarily due to revenue recognition over lease rental payments as well as a general
reduction in General Fund appropriations due to the issuance of Reorganization Advisory No. 5 and
9 by the Governor of Guam merging the operations of the GALC into GovGuam’s Depariment of
Land Management.
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GUAM ANCESTRAL LANDS COMMISSION

Management’s Discussion and Analysis
September 30, 2013 and 2012

Total expenditures increased by $89,242 in 2012 compared to 2011 and decreased by $220,563 in
2013 compared ta 2012. The change in expenditures between 2012 and 2011 was primarily due to
payment of court judgment of 392,641, The change in expenditures between 2013 and 2012
reflects cost savings associated with the implementation of Reorganization Advisory No. 5, as
superseded by Advisary Na. 9.

Challenges and Accomplishments

The GALC was created through Public Law 25-45 to convey title of federal excess lands to the
original {and owners once returned to the Government of Guam. Also, the GALC is known as the
Land Claims Facilitator. Moreover, the GALC is mandated to establish an account known as the
Land Bank. The funds deposited into this account will be used to compensate original land owners
who will never realize the return of their ancestral lands. Additionally, the Land Bank GALC has a
fund known as the Landowner's Recovery Fund. This fund was created to grant loans, or
guarantees of loans or grants in aid to landowners to defer costs or fees of professional services.
The GALC is comprised of a 7 member board, director, and two staff.

Since its creation, the GALC has faced many challenges such as no Land Bank Rules and
Reguiations in regards to the processing of just compensation to unforiunate families who will not
benefit from returned ancestral properly. Also, access to properiies returned, zoning of properties
returned, accountability of commercial lease revenues, and funding are all challenges that have
ptagued the GALC.

From the time of creation until the end of 2013, the GALC has returned 2,482.80 acres to the
original land owners. Also, the GALC executed ane new commerciai license in 2013 bringing the
total amount of commercial licenses to seven. As a result of the limited availability of staff, the
inzbility to effectively account for revenues, and the inability to execute commercial leases and
other reiated commerciatl matters, the GALC entered intc a Memorandum of Understanding (MOU)
in 2006 with the Guam Economic Develapment Authority (GEDA). Through this MQU, the GALC
was to pay GEDA for iheir services rendered based on 1% of the annuai ground rent on leases of
Trust Lands and % of one percent of the participation rent paid by all developers and/or lessees of
Trust Lands. The GALC did not pay any amount under this MOU. In April of 2007, the MOU was
amended. More specifically, the payment terms were amended whereby the GALC would
compensate GEDA for services rendered and pay a management fee based on 14.3% of annuai
ground rent collected and 20% of participation rent collected. This resuited in the GALC paying
GEDA management iees of $97,861 in 2013 and 3137, 610 in 2012.

Also in 2013, the GALC Board Commissioners have been working cohesively and diligently on
creating the Land Bank Rules and Regulations to determine the method of distribution of generated
revenue and qualification standards. Through the merger of the GALC into the Department of Land
Management, the attorney assigned to the Department is abie to provide advice to the Board
Commissioners which will ensure that ail lega! aspects and equality is exercised during the course
of finalizing the Rules and Regulations.

Another accomplishment in 2013 was the need to address the accessibility problems original land
owners experienced from returned property that is land locked. The GALC Board decided that all
returned iands be appropriately delineated with easements so no land being returned is land
locked. While the accomplishments in 2013 have been overwhelming, it is still evident that
challenges persist. The GALC continues to struggle in getting additional lands to be refeased by
the federal government. This is a result of the iack of staff and expertise available.



GUAM ANCESTRAL LANDS COMMISSION

i Management’s Discussion and Analysis
A September 30, 2013 and 2012

5. Outiook

The GALC Board Commissioners envision that the Land Bank Rules and Reguiations shouid be in
final form in the near future. Also, management will work with the administration to increase

s

. funding levels to recruit needed personnel.
2 6. Contacting the Guam Ancestral Lands Commission Financial Management

This report is designed to provide our citizens, taxpayers, customers, and creditors with a general
overview of GALC’s finances and to show the GALC's accountability for the money it receives.
Questions concerning any of the information provided in this report or request for additional
information shouid contact the Director's cffice at 649-5263 ext. 600 or email your request to
dimdir@dim.guam.gov. .

s
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GUAM ANCESTRAL LANDS COMMISSION

Balance Sheets
September 30, 2013 ana 2012

2013 2012
ASSETS
Cash and cash equivalents 3 1,941,911 $ 2,19C,015
Time certificate of deposit 1,000,000 -
Receivables, net 328,118 508,858
Due from GovGuam Generat Fund 2,455 4,729
Total assets § 3272482 % 2,703,602
LIABILITIES AND FUND BALANCES
Liahilities:
Accounts payable 3 17,364 L3 45,585
Accrued payralt and other fiabilities 1,005 3,331
Security deposits payahie 132,213 127,213
Deferred revenue A9 969 72,645
Total tiabilities 220,551 248 774
Commitments and contingencies
Fund bhalances;
Reserved for:
Restricted 3,051,488 2,453,988
Committed 443 840
Totai fund halances 3,051,931 2,454 828
Total fiabiities and fund halances % 3272482 $ 2,703,602

See Accompanying Notes ta Financial Statements.
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GUAM ANCESTRAL LANDS COMMISSION

Statements of Revenues, Expenditures, and Changes in Fund Baijances
Years Ended September 30, 2013 and 2012

Revenues:
Lease rentals:
Base rent
Participation rent
Other
General Fund appropriation
interest income
Other

Total revenues

Expenditures:
Salaries and wages - regular
Salaries and wages - fringe benefits
Health benefits
Contractual services
Supplies
Utilities - power and water
Communications

Management fee
Miscellaneous

Tatal expenditures

Net change in fund balances

Fund batances at beginning of year

Fund balances at end of year

See Accompanying Notes to Financial Statements.

2013

652,330
17,888
5,000
92,185
21,643
268

789,312

60,579
17,170
6,933
826
727

o

97,861
8,113

192,209

597,103
2,454 828

3

3,051,931

2012

040,716
15,425
179,155
3,033
7,292

1,145,621

123,096
37.833
10,170

1,137
3,400
2,387
1,132

137,610

98,007

412772

732,849
1,721,979

5

2.454 B28
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GUAM ANCESTRAL LANDS COMMISSION

Notes to Financial Statements
September 30, 2013 and 2012

{11 Organization

2)

The Guam Ancestral Lands Commission (GALC), a governmentai fund of the Government of
Guam {GovGuam), was established by the Guam Ancestral Lands Act of 19598 (Public Law 25-
45) for the purpose of investigating, recording, filing, and reporting claims for ancestral lands, and
to respond to requests for remedy from claimants, including GovGuam, for lands taken by the
United States or by GovGuam on or after January 1, 1930,

The accompanying financial statements relate sclely fo those accounting records maintained by
the GALC, and do not incorporate any accounts related to other departments or agencies within
GovGuam.

The GALC is govermned by a seven-member Board of Commissianers who must be descendanis
of heirs of ancestral landowners or claimants and are appointed by the Governor of Guam.

On October 8, 2011, the Governor of Guam issued Reorganization Advisory No. 5, which was
later superseded by Advisory No. 9, whereby the GALC was merged into GovGuam's Department
of Land Management along with the Chamorro Land Trust Commission.

Summary of Significant Accounting Policies

The accompanying financial stalements have been prepared in accordance with accounting
principles generally accepted in the United States of America (GAAFP) as applied to governmental
units. The Governmental Accounting Standards Board (GASB) is the recognized standard-
setting body for establishing governmental accounting and financial reporting principles. The
more significant of the GALC’s accounting policies are describad beiow:

Measurement Focus and Basis of Accounting

The GALC reports its financial position and the resuits of operations in governmental funds. A
fund is a separate accounting entity with a self-balancing set of accounts. Funds are concerned
only with the measurement of financiai position and are not involved with measurement of results
of operations, Fund accounting is designed to demonstrate legal compliance and to aid financiat
management by segregating iransactions related to certain government functions or activities.
Governmental funds are used to account for all or most of a government's general activities,
including the collection and disbursement of earmarked monies {special revenue funds).

The special revenue funds currently reported by the GALC are as follows:

» The Ancestral Lands Operations Fund - this fund was created for the purpose of accounting
for the payment of operational costs associated with the GALC.

» The Land Bank Trust Fund ~ this fund was created for the purpose of accounting for all assets
and revenues of the Land Bank, which consists of former Spanish Crown Lands and other
non-ancestral lands conveyed by the United States federal government to GovGuam. The
GALC acts as a developer of the lands with resuiting lease rental income used to provide just
compensation for those dispossessed landowners whose properties cannot be returned.

+« The Landowner's Kecovery Fund - this fund was created for the purpose of accounting for the

granting of loans, loan guarantees or grants-in-aid to landowners, or to defer costs or fees for
professional services required by those landowners or classes of landowners who have
ancestrai land claims.

10
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GUAM ANCESTRAL LANDS COMMISSION

Motes to Financial Statements
September 30, 2013 and 2012

Summary of Sianificant Accounting Policies, Continued

Basis of Presentation

The accounfing and financial reporting treatment applied to a fund is determined by its
measurement focus, A} governmental funds are accounted for using a current financial
resources measurement focus, With this measurement focus, only current assets and current
liabilities generally are inciuded in the balance sheet. Operating statements of these funds
present increases (i.e., revenues and other financing sources} and decreases (i.e., expenditures
and other financing uses) in fund bafance.

The modified accrual basis of accounting is used by alt governmental fund types. Under the
modified accrual basis of accounting, revenues are recognized when susceptibie to accrual {i.e.
whnen they become both measurable and available). “Measurabie”™ means the amount of the
transaction can be determined and “available” means collectible within the current period or soon
enough thereafter to be used to pay liabilities of the current period. For this purpose, the GALC
considers revenues to be available if they are collected within 20 days of the end of the current
fiscal period.

Significant revenues susceptible to accrual include base and participation rent income and
General Fund appropriations. investment earnings are recorded as earned, since they are both
measurable and available. Expenditures are recorded when the related fund liability is incurred.

Significant revenues susceptible to accrual include revenue received from residential, agricultural,
and commercial leases,

Cash and Cash Equivaients and Time Certificates of Deposit

The GALC has the power and authority to invest and re-invest any of the maney in any of its
funds, not otherwise immediately needed for the purposes of the funds in such bonds and
securities authorized in 5 GCA Chapter 21, Investments and Deposits. Custodiat credit risk is the
risk that in the event of a bank failure, the GALC’s deposits may not be returned to it. Such
deposits are not covered by depository insurance and are either uncollateralized or collateralized
with securities held by the pledging financial institution or heid by the pledging financial institution
but not in the depositor-government's name. The GALC does not have a deposit policy for
custodial credit risk.

For the purposes of the balance sheets, cash and cash equivalents are defined as cash in
checking and savings accounts with maturity dates within three months of the date acquired.
Deposits maintained in time certificates of deposit with original maturity dates greater than three
months are separated classified on the balance sheet, As of September 30, 2013 and 2012, the
carrying amount of the GALC’s cash and cash equivalents and time certificate of deposit was
$2,941,911 and $2,190,015, respectively, and the corresponding bank balances were 52,941,911
and $2,190,015, respectively, which are maintained in financial institutions subject to Federal
Deposit Insurance Corporation (FDIC) insurance or credit unions subject to National Credit Union
Administration (NCUA) insurance. As of September 30, 2013 and 2012, bank deposits in the
amount of $87,518 and $89,384, respectively, were FDIC insured and bank deposits in the
amount of $500,000 and $250,000, respectively, were NCUA insured. The GALC does not
require collateralization of its cash deposits; therefore, deposit levels in excess of depository
insurance coverage are uncoliateralized. Accordingly, these deposits are expaosed to custodial
credit risk.

1



GUAM ANCESTRAL LANDS COMMISSION

Notes to Financial Statements
September 30, 2013 and 2012

e
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(2} Summary of Significant Accounting Policies, Continued

i

g

Receivables

ggé Receivables are due from individuals and businesses residing on the isfand of Guam and are
= uncollateralized and non-interest bearing.

The allowance for doubtful accounts is stated at an amount which management believes will be
adequate to absorb possible {osses on accounts receivable that may become uncollectible based
on evaluations of the collectability of these accounts and prior collection experience.

interfund Receivables

During the course of the GALC's operations, GovGuam’s General Fund records transactions
between individual funds for goods provided or services rendered. These balances result from
the time {ag between the dates that 1) interfund goods and services are provided or reimbursabie
expenditures occur, 2) transactions are recorded in the accounting sysiem, and 3) payments
between funds are made, and are scheduled to be coilected in the subsequent year.

Deferred Revenue
5 Deferred revenue represents base and participation rent revenues accrued which do not meet the
' *available” criterion for revenue recognition under the modified accrua! basis of accounting.
2 Fund Balance
&

Governmental fund batances are classified as follows:

R

« Restricted - inciudes fund balance amounts that are constrained for specific purposes which
are externally imposed by providers, such as creditors or amounts constrained due to
constitutional provisions or enabling legisiation.

= Committed - includes fund balance amounts ihat are constrained for specific purpeses that
are internally imposed by the government through formal action of the highest level of
decision making authority and do not lapse at year-end.

Restricted/committed amounts are spent first when both restricted and unrestricted fund balance
is avaiable unless there are legal documents/contracts that prohibit doing this. In addition,
committed, then assigned amounts of unrestricted fund balance are expended in that order.

A formal minimum fund balance policy has not been adopted.

Management Estimates

The preparation of financial statements in conformity with GAAP requires management to make
estimales and assumptions that affect the reported amounts of assets and Habilites 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 resuits could
differ from those estimates,

12
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GUAM ANCESTRAL LANDS COMMISSION

MNotes to Financial Statements '
September 30, 2013 and 2012

Summary of Significant Accounting Folicies, Continued

New Accounting Standards

During the year ended September 30, 2013, the GALC implemented the following
pronouncements:

GASB Statement No. 80, Accounting and Financial Reporting for Service Concession
Arrangements, which addressed how to account for and report service concession
arrangements (SCAs), a type of public-private or public-public partnership that state and
local governments are increasingly entering into. The implementation of this statement did
not have a material effect on the accompanying financial statements.

GASB Statement No. 61, The Financial Reporting Entity: Omnibus, which improved
financial reporting for governmental entities by amending the requirements of Statements
No. 14, The Financial Reporting Entity, and No. 34, Basic Financial Statements - and
Management’s Discussion and Anailysis - for State and Local Governments, to better meet
user needs and address reporting entity issues that have come to light since those
Statements were issued in 1991 and 1999, respectively. The implementation of this
staterment did not have a material effect on the accompanying financial statements.

GASB Statement No. 62, Codification of Accounting and Financial Reporting Guidance
Contained in Pre-Novernber 30, 1888 FASE and AICPA Pronouncements, which enhanced
the usefulness of its Codification by incerporating guidance that previously couid only be
found in certain Financial Accounting Standards Board {FASB) angd American Institute of
Certified Public Accountants {(AICPA) pronouncements issued on or before November 30,
1989, which does not confiict or contradict GASB pronouncements. GASB Statement No.
62 superseded GASB Statement No. 20, Accounting and Financial Reporting for Proprietary
Funds and Other Governmental Entities Tha! Use Proprietary Fund Accounting. The
implementation of this statement did not have a material effect on the accompanying
financial statements.

GASE Statement No. 63, Fnanciai Reporting of Deferred Qutflows of Resources, Deferred
infiows of Resources, and Net Fosition, which established guidance for reporting deferred
outflows of resources, deferred inflows of resources, and net position in a statement of
financial position, and GASB Statement Nc. 65, /tems Previously Reported as Assels and
Liabifities, which clarifies the appropriate reporting of deferred outflows of resources and
deferred inflows of resources to ensure consistency in financial reporting. These
Statements amend the net asset reporting requirements in Statement No. 34, Basic
Financial Statements - and Management's Discussion and Analysis - for State and Local
Governments, and other pronouncements 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 implementation of these statemnents did not have a materiai effect on the accompanying
financial statements.

In Aprit 2012, GASB issued Statement No. 86, Technical Corrections - 2012, which enhances the
usefulness of financial reports by resolving conflicing accounting and financiai reporting guidance
that could diminish the consistency of financial reporting. The provisions of this statement are
effective for periods beginning after December 15, 2012. Management has nct yet determined
the effect of implementation of this statement on the financial statements of the GALC.

13
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GUAM ANCESTRAL LANDS COMMISSION

Notes to Financial Statements
September 30, 2013 and 2012

Summary of Significant Accounting Policies, Continued

(3}

New Accounting Standards, Continued

in June 2012, GASB issued Statement No. 67, Financial Reporting for Pension Plans, which
revises existing guidance for the financial reports of most pension plans, and Statement No, &8,
Accounting and Financial Reporting for Pensions, which revises and establishes new financial
reporting requirements for most governments that provide their employees with pension benefits.
The provisions in Statement 67 are effective for financial statements for periods beginning after
June 15, 2013. The provisions in Statement 68 are effective for fiscal years beginning after June
19, 2014. Management has not yet determined the effect of implementation of these statements
on the financiai statements of the GALC,

In January 2013, GASB issued Statement No. 68, Governmert Combinations and Disposals of
Gavernment Operations, which improves accounting and financial reporting for state and local
governments’ combinations and disposals of government operations. Government combinations
inciude mergers, acquisitions, and transfers of operations. A disposal of government operations
can occur through a transfer to another governrment or a sale. The provisions in Statement £9
are effective for fiscal years beginning after December 15, 2013. Management has not yet
determined the effect of implementation of this statement on the financial statements of the
GALC.

In Aprit 2013, GASB issued Statement No. 70, Accounting and Financial Reporting for
Nanexchange Financial Guarantees, which requires a state or local government guarantor that
offers a nonexchange financiat guarantee to another organization or government to recognize a
liability on its financial statements when it is more likely than not that the guarantor will be
required to make a payment to the obligation holders under the agreement. The provisions in
Statement 70 are effective for fiscal years beginning after June 15, 2013, Management has not
yet determined the effect of implementation of this statement on the financial statements of the
GALC.

Reclassifications

Centain reclassifications have been made to the 2012 financial statements to confirm to the 2013
presentation.

Risk Management

The GALC is exposed to various risks of loss related to toris; theft of, damage to, and destruction
of assets; errors and omissions; injuries to employees; and naturai disasters. It is the policy of
the GALC not to purchase commercial insurance for the risks of loss to which it is exposed.
instead, GALC management believes it is more economical to manage its risks internally. inthe
event of claim settiements and judgments, the GALC reports all of its risk management activities
in the Ancestral Lands Operations Fund. Claims expenditures and liabilities are reported when it
is probable that a loss has occurred and the amount of that loss can be reasonably estimated.
These losses include an estimate of claims that have been incurred but not reporied. No losses
have occurred as a result of these policies in any of the past three fiscal years.

14
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GUAM ANCESTRAL LANDS COMMISSION

Notes to Financial Statements
September 30, 2013 and 2012

Receivables

(5]

Receivables as of September 30, 2013 and 2012, including the applicable allowance for
uncaoliectible accounts, are as follows:

2013 2012
Receivables:
Lease renta! $ 244 800 % 431,902
Interest receivable 14,651 .
Due from Guam Economic Devetopment Autharity (GEDA) 132,213 127.213
391,664 558,115
Less allowance for uncollectibie accounts {63,548) (50,257}

$ 328116 3 508,858

Security Deposits Payable

{6}

In accordance with ground lease agreements, certain lessees are required, upon execution of the
lease agreements, to remit a security deposit to GEDA on behalf of the GALC. As of September
30, 2013 and 2012, security deposits in the amount of $132,213 and $127,213, respectively, are
maintained by GEDA on behali of the GALC. A liahility is recorded within the accompanying
financial statements representing security deposits payabie to lessees offset by a corresponding
receivable amount due from GEDA.

Related Party Transactions

The GALC is a governmental fund of GovGuam and is therefore affiliated with all GovGuam-
owned and affiiated entities, including ail departments and agencies of GovGuam, inciuding
GEDA, the Guam Environmental Protection Agency, and the Guam Department of Public Heaith
and Social Services. During the years ended Sepiember 30, 2013 and 2012, the GALC
recognized certain on-behalf payments as contributions from GovGuam, totafing $92,185 and
3179,155, respectively, representing certain payroll and related expenditures that GovGuam paid
directly on behaif of the GALC.

Certain developed land supported by valid lease agreements is held as investments in land and
cther real estate within a permanent fund of the Government of Guam. Such investment is
recorded at fair vaiue whereas other undeveloped fand not supported by lease agreements is
reported at historical cost.  As of September 30, 2013 and 2012, such land is valued at
411,159,732 and $406,640,273, respectively, of which 36,759,894 and $8,759,894, respectively,
is held by the GALC. Fair value is based on estimated current value (primarily assessed reaj
estate property tax valuations) and appraisals. Investments that do not have an estaklished
market are reported at estimated fair value. Earnings from lease agreements associated with
these investmenits are reported as revenues of the GALC.
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GUAM ANCESTRAL LANDS COMMISSION

MNotes to Financial Statements
September 30, 2013 and 2012

Commitments

The GALC has ground lease agreements with six lessees. The agreements pravide the lessees
with the use of former Spanish Crown Lands and other non-ancestral iands {collectively, the
“Trust Lands™ conveyed by the United States federal government to GovGuam. A summary of
these lease agreements is as follows:

Apra Harbor Parcel No. 1 {Commissary Junction):

in April 2008, the GALC entered into a fifty-year lease agreement with a tenant commencing May
1, 2008 for certain real property with an area of appraximately 5.835 acres. In accardance with
the lease agreement, rental income from the tenant shail consist of the foliowing:

a.  Base rent of $3,113 payable monthly in advance ($3,272 and 33,240 as of September 30,
2013 and 2012, respectively) on the first business day of each month escalating each year
at the rate of 1% and

b, Participation rent of 2.5% of the tenant’s gross annual revenue, as defined in the lease
agreement, received by the tenant from its operation at the premises. Payment shall be
made by the tenant within 90 days after the end of each fiscal year.

The base rent shali be adjusted every ten years to the product of the then fair market rental value
of the premises and an eight percent capitalization rate. Such fair market rental value shall be
determined by an appraisal of the premises, exciusive of any improvements, which shall be
performed at the tenant’s sole cost and expense.

During the years ended September 30, 2013 and 2012, the GALC recognized lease base rentai
revenue of $38 875 and $38,653, respectively, and lease participation rental revenue of $11,478
and $15,318, respectively, associated with this lease agreement.

Apra Harbor Reservation F-12 {Polaris Point):

in June 2009, the GALC entered into a five-year lease agreement with a tenant commencing
June 15, 2009 for certain real property with an area of approximately five (5) acres. In
accordance with the lease agreement, rental income from the tenant shall consist of the foliowing:

a. Base rent of $3, 500 payabie monthly in advance ($3,788 and 33,714 as of September 30,
2013 and 2012, respectively) on the first business day of each month escalating each year
at the rate of 2%: and

b.  Participation rent of 2,.5% of the tenant’s gross monthiy revenue, as defined in the lease
agreement, received by the tenant each month from its operation at the premises. Payment
for the previous month shail be made by the tenant on or before the 30" day of each
calendar month.

During the years ended September 30, 2013 and 2012, the GALC recognized lease base rental
revenue of 30 and $83.217, respectively, assaociated with this lease agreement. This lease was
terminated on July 15, 2013 due to the failure to pay outstanding amounts owed and failure ta
clean and return a portion of fand to its original state.
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GUAM ANCESTRAL LANDS COMMISSION

Notes to Financial Statements
September 30, 2013 and 2012

Commitments, Continued

Apra Harbor Reservation F-12 (Polaris Point}, Continued:

In June 2010, the GALC entered into a fifty-year lease agreement with a tenant carnmencing July
1, 2010 for centain real property with an area of approximately thirty {30} acres. In accordance
with the lease agreement, rental income from the tenant shall consist of the following:

a. Initial base rent of $25,000 adjusted to $24,804 payable monthily in advance an the first
business day of each manth; and

b. Participation rent of 2.6% of the tenant’'s gross monthly revenue, as defined in the lease
agreement, received by the tenant each month from its operation at the premtses Payment
for the previous month shall be made by the tenant on or before the 30™ day of each
calendar menth.

The base rent shall be adjusted every ten years to the product of the then fair market rental value
of the premises and an eight percent capitalization rate. Such fair market rental value shall be
determined by an appraisal of the premises, exclusive of any improvements, which shall be
perfurmed at the tenant’s sole cost and expense.

During the years ended September 30, 2013 and 2012, the GALC recognized iease base rental
revenue of $325,455 and $274.846, respectively, and lease participation rental revenue of $338
and $107, respectively, associated with this jease agreement.

In December 2010, the GALC entered into a five-year lease agreement with an opticn to extend
for an additional five years with a tenant commencing January 1, 2011 for certain real property
with an area of approximately six (6) acres. In accordance with the lease agreement, rentai
income from the tenant shall consist of the following:

a. Base rent of $18,000 payabile guarterly in advance on the first business day of each
calendar quarter; and

k. Participation rent of 2.65% of the tenants gross revenue, as defined in the lease
agreement, received by the tenant each quarter from its operation at the premises.
Payment shall be made by the tenant within 20 days after the end of each calendar quarter.

The base rent shall be adjusted every five yaars to the product of the then fair market rental value
of the premises and an eight percent capitalization rate. Such fair market rental value shall be
determined by an appraisal of the premises, exclusive of any improvements, which shall be
performed at the tenant’s sole cost and expense.

During the years ended September 30, 2013 and 2012, the CALC recognized lease base rental

revenue of 372,000 and $72,000, respeclively, and lease participation rental revenue of 36,072
and 30, respectively, associated with this lease agreement.
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GUAM ANCESTRAL LANDS COMMISSION

Notes to Financial Statemenis
September 30, 2013 and 2012

Commitments, Continued

Guam Environmental Protection Authority (GEPA):

On October 3, 2005, the GALC entered into a license agreement renewable annually for a period
not to exceed thity (30) years to occupy and use a portion of Lot Mo. 2276 consisting of a
building, a parking lot and common area with an area of approximately 8,000 square feet. In
accordance with the license agreement, monthly base rent of $1.00 per square foot is payable by
GEPA. Subsequent to the tenth year, the monthly base rent amount shall be adjusted to equal
the fair market value but not less than $1.00 per square foot. Such fairr market value shall be
determined by an appraisal of the property, which shall be performed at GEFA’s sole cost and
expense. During the years ended September 30. 2013 and 2012, the GALC recognized lease
rental revenue of $120,000 and $88,000, respectively, associated with this lease agreement.

Guam Department of Fubtlic Health and Saocial Services (DPHSS):

On December 21, 2004, the GALC entered into a license agreement renewable annually for a
period not to exceed ten {10} years to occupy and use a portion of Lot No. 2276 consisting of a
building, a parking {ot and common area with an area of approximately 8,000 square feet. In
accordance with the license agreement, monthly base rent of $1.00 per square foot is payabie by
DPHSS. Subsequent to the initial year, the monthly base rent amount shail be adjusted to equal
the fair markel value but not less than $1.00 per square foot. Such fair market value shall be
determined by an appraisal of the propeny, which shall be performed at DPHSS sole cost and
expense. During the years ended September 30, 2013 and 2012, the GALC recognized lease
rental revenue of $96,000 and $384,000, respectively, associated with this lease agreement.

The future minimum iease receipts under the remainder of these lease agreements are as
foltows:

Year Ending
September 30,
2014 ] 601.076
2015 529470
2016 451,868
2017 434,270
2018 434,677
2019 - 2023 2,179,620
2024 - 2028 2,190,403
2029 - 2033 2,201,735
2034 - 2038 1,925,646
2039 - 2043 1,746,164
2044 - 2048 1,759,320
2049 - 2053 1,773,148
2054 - 2056 1,762,080
2059 - 2060 ...220.884
$18,210.361
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GUAM ANCESTRAL LANDS COMMISSION

Nectes to Financial Statements
September 30, 2013 and 2012

Commitments, Continued

(8)

On July 12, 20086, the GALC entered into a memorandum of agreement with GEDA to assist with
the development, management, and maintenance of Trust Lands for the purpose of maximizing
benefit to dispossessed landowners and be responsible for the collection and remittance of
security deposits and lease rental payments to the GALC. GEDA shall remit all rents received
from the lease of Trust Lands but shall retain 14.3% of the base rent and 20% of the participation
rent paid by ali developers and/ar lessees of the Trust Lands as payment for GEDA services.
Base rent collected from developers and/or lessees shall be remitted to the GALC no later than
twenty (20) calendar days after receipt from the developers andfor lessees. Participation rent
collected from developers and/or lessees shalt be remitted to the GALC ne later than ninety (20)
calendar days after receipt from the developers and/or lessees. During the years ended
September 30, 2013 and 2012, GEDA withheld $77,.369 and $90,338, respeciively, of base rent
and $4,578 and $3,085, respectively, of participation rent as payment for GEDA services. As of
September 30, 2013 and 2012, the GALC has recognized a liability of 315914 and $44,187,

respectively, for GEDA services relating to base rent receivables collected after the respective
year ends.

Conlingencies

The GALC is party to several legal proceedings; however, the Attorney General of Guam s
unable to assess the likelihood of potential labilittes related to claims outstanding as of
September 30, 2013. Hence, it is not possible to predict a reascnable estimatian of these claims
to be paid through the claims process and, therefcre. no provision for any liability that may result
has been made in the accompanying financial statements.
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GUAM ANCESTRAL LANDS COMMISSION

Combining Balance Sheet
September 30, 2013

Ancestrai
Lands Land Bank Landowner's
Operations Trust Recovery
Fund Fund Fund Total
ASSETS
Cash and cash equivaients 5 443 5 1932115 § 9,353 % 1941911
Time certificate of deposit - 1,000,000 - 1,000,000
Receivables, net - 328,116 - 328,116
Due from GovGuam General Fund 2,455 - - 2.455
Total assets $ 2898 $ 3260231 % 9353 § 3272482
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable $ 1450 % 15,914 &% - 5 17,364
Accrued payroli and other liabilities 1,005 - - 1,005
Security depasits payable - 132,213 - 132,213
Deferred revenue - 63,969 - 69,969
Total liabilities 2,455 218,096 - 220,551
Fund balances:
Reserved for:
Restricted - 3.042.135 4,353 3,051,488
Committed 443 - - 443
Total fund balances 443 3,042.135 9. 353 3,051,931

Total liabilities and fund batances 3 2,898

$ 3260231 § 9353 § 3272482

See Accarnpanying Independent Auditors' Report.
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GUAM ANCESTRAL LANDS COMMISSION

Combining Baiance Sheet
September 30, 2012

?:i Ancestral
Lands Land Bank  Landowner's
Gperations Trust Recovery
Fund Fund Fund Total
ASSETS
Cash and cash equivalents $ B40 $ 2,178,327 § 10,848 & 2,190,015
Receivabies, net - 508,858 - 508,858
Due from GovGuam General Fund 4729 “ " 47289
Total assets 3 5569 $ 2687185 % 10,848 % 2,703,602
5
J LIABILITIES AND FUND BALANCES
. Liabilities:
g Accounts payabie N 1,398 § 44,187 § - 3 45,585
Accrued payroli and other liabilities 3,331 - - 3,331
# Security deposits payable - 127,213 - 127,213
g Deferred revenue - 72,545 - 72.645
7 Total liabilities 4,729 244 045 - 248,774
i Fund balances:
Reserved for:
g Restricted . 2,443,140 10,848 2,453,988
; Committed 840 - - 840
Total fund batances B40) 72,443,140 10,8408 2,454 828

Total habilities and fund balances 3 5569 3 2,687,185 § 10,848 & 2,703,602

See Accompanying Independent Auditars’ Report.
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GUAM ANCESTRAL LANDS COMMISSION

Combining Statement of Revenues, Expenditures, and Changes in Fund Balances

Year Ended September 30, 2013

Ancestral
Lands Land Bank  Landowner's
Operaticns Trust Recovery
” Fund Fund Fund Efimination Total
& Revenues:
Lease rentals:
- Base rent % - F52330 % - 3 - 3 BAZ330
7 Participation: rent - 17.888 - - 17.8588
“ Qther - 5,000 - - 5,000
General Fund appropriation 92,185 - - - 52,185
&= interest income - 21,835 5 - 21,643
% Other 265 - - - 265
Total revenues 92,451 BEG, BEG 5 - 789,312
: Expendifurss:
H Salaries and wages - regular 50,579 - - - B0,579
Salares and wages - fringe benefits 17470 - - - 17,170
g Hewith benefits 6933 - . - 6,933
g Contractual services 826 - - - a2g
Suppiies 727 - - - 727
P Management fee - 97,861 - - g7.861
% Misceflanenus 8,113 - - - 8,113
Totai expendiures G4 348 97 841 - - 192,209
g Excess {(deficiency) of revenues over
ks {under) expenditures {1,857) 598,995 5 - 557,103
Other financing sources (LSes)
Operating trangfers in 1,500 “ - {1,500) -
Operating fransfers put - _ " {1,500} 1,590 _ -
Total other financing sources {Uses), net 1,500 - {1,500) - .
Net change in fund balances {3973 508,995 {1,495) - 527,103
Fund balances &t beginning of year 840 2443140 10,848 - 2,454 828
Fund halances at end of year % 443 § 3042135 3 9353 3 - 3 3,051,931

See Accompanying independent Auditors’ Reporl.
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GUAM ANCESTRAL LANDS COMMISSION

Combining Statement of Revenues, Expenditures, and Changes in Fund Balances

%% Year Ended September 30, 2012
&
Ancestrad
Lands Land Bank  Landowner's
Operatians Trust Recovery
Fund und Furd Eiminatian Totai
% P PR
[ Revenues:
Lease rentais:
Base rent 3 - 5 94076 § - 3 . 3 940,716
Participation rent - 15425 - - 16,425
Generai Fund appropriation 179,165 - - - 178,185
interest incogme - 3,025 B - 3,033
Z Cither 106 7.000 186 - 7292
= Tatai revenues 179,261 4966 108 184 - 1,145 621
Expenditures:
Salaries and wages - reguiar 123,096 - - - 123,096
Salaries and wages - fringe benefits 37.833 - - - 37,833
Heaith benefits 10,170 - - - 10,170
: Contractuat services 1,137 - - - 1,137
§ Supplies 340G - - - 3,400
Utiities - power and water 2,387 - - - 2,387
5 Cammunications 1,132 - - - 1,132
i Management fee - 137,510 - - 137 6810
& Misceifaneous 3,366 92.641 - - 98,007
? Totat expenditures 182 521 2300251 - - 412772
!
# Excess {deficiency} of revenues aver
(under) expenditures {3,26G) 735 915 194 - 732,849
§ Other financing sources {Uses):
Qperating fransfers in 3.coo 1,200 - {4,200} -
4 Dperating iransfers out - (1,200 {3,000 4200 -
)
% Tota! other financing saurces {uses), net 3,000 - {3,000} . -
Net change in fund batances {260} 735,915 {2,806) N 732,845
Fund balances at beginning af year 1100 1,707,228 43,854 - 1,721,979
Fund balances at end of year 3 B4Q 3 2443140 5 10,848 3 - 5 2,454 828

See Accompanying Independent Auditors” Report.
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GUAM ANCESTRAL LANDS COMMISSION

Supplemental Schedule of Employees and Salaries
Years Ended September 30, 2013 and 2012

@

2013 2012
h Salaries and wages - regular $ 60,579 $ 123,096
Nurnber of employees:
Executive Director - 1
% Land Agents 1 1
H Other Administrative Staff 1 _ 1
Total number of empicyees 2 3

See Accompanying Independent Auditors’ Report.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL QVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL

Ms. Anita F. Qrlinc
Chairperson
Guarn Ancestral Lands Commission

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standarts
issued by the Comptroller General of the United States, the financial statements of the Guam Ancestral
Lands Commission (the Commission or GALC), which compnise the balance sheet as of September
30, 2013, and the related statement of revenues, expenditures and changes in fund balance for the
year then ended, and the refated notes to the financial statements, and have issued our report thereon
dated December 28, 2014.

Internai Cantrol Over Financial Reparting

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

Our consideration of internal contro! was for the limited purpose described in the preceding paragraph
and was not designed to identify all deficiencies in internal contro} that might be material weaknesses
or significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that
were not identified. However, as described in the accompanying Schedule of Findings and
Responses, we identified certain deficiencies in internal controi that we consider to be material
weaknesses or significant deficiencies.,

A deficiency in internal conirof exists when the design or operation of a control does not aliow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timeily basis. A maleria/ weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a matenal
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a
timely basis. We consider the deficiencies described in the accompanying Scheduie of Findings and
Hesponses as items 2013-1 and 2013-2 to be material weaknesses.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Commission’s financial statements are
free from material misstatement, we performed tests of its compliance with ceriain provisions of laws,
requiations, coniracts, and grant agreements, noncomphance 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 apinion. The results of our tests disclosed no instances of noncompliance or other matters
that are required to be reported under Government Auditing Standards.

The Commission’s Responses to Findings

The Commission’s responses to the findings identified in our audit are described in the accompanying
Schedule of Findings and Responses. The Commission’s responses were not subjected to the
auditing procedures applied in the audit of the financial statements and, accordingly, we express no
opinion on them.

Purpose of this Report

The purpose of this report is solely io describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compiiance. This report is an integral part of an audit performed in

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

AR AT

Decernber 29, 2014
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GUAM ANCESTRAL LANDS COMMISSION

Schedule of Findings and Responses
Year Ended September 30, 2013

Finding No. 2013-1

Accounting System

Criteria:

An adequate accounting system should provide accurate and current financial reporting
information in accordance with generally accepted accounting principles identifying the receipt and
expenditure of non-appropriated funds and be integrated with an adeguate system of internai
controis to safeguard assets, check the accuracy and reliability of accounting data, promote
operational efficiency, and encourage adherence to prescribed management policies.

Condition:

The GALC does not maintain adequate record-keeping for its non-appropriated funds on a formal
accounting system. Accordingly, no formal reconcifiation process is in place for generat ledger
account balances.

Cause:

The cause of the above condition is the lack of utilization of a format accounting system.

Effect:

The effect of the above condition is the lack of the ability to prepare accurate and reliable financial
statements in accordance with generally accepted accounting principles and an increased risk of

error or fraud in the receipt and expenditure of non-appropriated funds.

Recommendation:

We recommend that the GALC establish an adequate system of internal controis through the
implementation af a formal accounting system.

Prior Year Status:

The lack of maintaining adequate record-keeping for non-appropriated funds was reported as a
finding in the audits of the GALC for fiscal years 2011 and 2012.

Auditee  Response and Corrective Action Plan: Management concurs with the audit
recommendation. A land use plan is essential to the present and future direction in regards to the
issuance of leases for the respective programs.

Target Date of completion: End of FY2016 with consideraticn that the appropriate positions are
recruited.

a. Land Agent Supervisor
b. Planner I#
c. Program Coordinator [V

Board Members and Director
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GUAM ANCESTRAL LANDS COMMISSION

Schedule of Findings and Responses, Continued
Year Ended Septemhber 30, 2013

Finding No. 2013-2

Coliection and Monitoring of Accounts Receivable

Criteria:

Prompt and timely colfection of receivables is critical to maximizing the GALC cash flows and
minimizing exposure from uncollectible receivables.

Condition:

As of September 30, 2013, the GALC recorded lease receivables of $244 800, of which $79,548
remained uncofiected 90 days after the year end. Of this amount of $244,800, coliection of
receivabies of $63,548 was considered doubtful resulting in the recording of an aillowance for
uncollectible accounts,

Cause:

The cause of the above condition is the lack of timely collection of receivables.

Effect:

The effect of the ahove condition is the possibility of monetary loss and inaccurate financial
statements.

Recommendation:

We recommend that the GALC establish policies and procedures requiring the timely collection
and monitoring of accounts receivabie.

Prior Year Status:

The lack of adequate internal control policies over timely collection of receivabies was reported as
a finding in the audits of the GALC for fiscal years 2011 and 2012.

Auditee  Response and_Corrective  Action _ Plan: Management concurs with the audit
recommendation. Completion of this recommendation will provide a definite direction for
administrative support staff and wiil allow for the impiementation of internal controls.

Target Date of completion: End of FY2015 or sconer considering that the following positions are
recruited.

a. Administrative Assistant
b. Data entry clerk
c. Program Coordinator iV

Beard Members and Director

28



GUAM ANCESTRAL LLANDS COMMISSION

Unresolved Prior Audit Findings
Year Ended September 30, 2013

B

The status of unresoived prior year findings is discussed in Scheduie of Findings and Responses
section of this report.
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Deloitte.

Daleiig §

December 29, 2014

Mr. David J. Matanane
Chairman
Chamorro Land Trust Commission

Dear Mr. Matanane;

We have performed an audit of the financial statements of the Chamorro Land Trust Commission (the
*Commission”) as of and for the year ended Septemher 30, 2013, in accordance with auditing
standards generally accepted in the United States of America ("generally accepted auditing standards™
and have issued our report thereon dated December 29, 2014.

We have prepared the following comments to assist you in fulfiiing your obiligation to oversee the
financial reporting and disclosure process for which management of the Commission is responsibie.

QUR RESPONSIBILITY UNDER GENERALLY ACCEPTED AUDITING STANDARDS AND
GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS

Our respansibiiity under generally accepted auditing standards and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptrofler General of the United
Gtates, has been described in our engagement ietter dated September 26, 2014. As described in that
letter, the objective of a financial statement audit conducted in accordance with the aforementioned
standards is:

. To express an opinion on the fairness of the Commission's financial statements and the
accompanying supplementary information, and to disclaim an opinion on the required
supplementary information for the year ended September 30, 2013, in conformity with
accounting principies generally accepted in the United States of America {"generally accepted
accounting principles®), in ali material respects;

. To express an opinion on whether the supplementary information that accompantes the financial
statements is presented fairly, in alt material respects, in relation to the financial statements
taken as a whole; and

. Te report on the Commission’s internal contral aver financial reporting and on its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other matters
for the year ended September 30, 2013, based on an audit of financial statements performed in
accordance with the standards applicable to financial audits contained in Government Auditing
Standards.

Our responsibilites under generally accepted auditing standards include forming and expressing an
opinion ahout whether the financial statements that have been prepared with the oversight of
management and the Board of Commissioners are presented fairly, in all material respects, in
canformity with generally accepted accounting principles. The audit of the financial statements does
not relieve management or the Board of Commissioners of their responsibilities.



An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on our judgment, including the assessment
of the risks of material misstatement of the financial statements, whether caused by fraud or error. in
making those risk assessments, we considered internal control over financial reporting relevant to the
Commission’s preparation and fair presentation of the financial statements in order to design audit
procedures that were appropriate in the circumstances but not for the purpose of expressing an opinian
on the effectiveness of the Commission’s internal control over financial reporting. Accordingly, we do
not express an opinion on the effectiveness of the Commission’s internal control over financial
reporting. Our consideration of internal control over financial reporting was not designed to identify al}
deficiencies in internal control over financial reporting that might be significant deficiencies or material
weaknesses.

ACCOUNTING ESTIMATES

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s current judgments. Those judgments are ordinarily based on knowledge and
experience about past and current events and on assumptions about future events. Significant
accounting estimates reflected in the Commission’s 2013 financial statements include management’s
estimate of the allowance for uncollectible accounts, which is determined based upon past collection
experience and aging of the accounts. During the year ended September 30, 2013, we are not aware
of any significant changes in accounting estimates or in management’s judgments reiating to such
estimates.

UNCORRECTED MISSTATEMENTS

Our audit of the financial statements was designed to obtain reasonable, rather than absolute,
assurance about whether the financial statements are free of material misstatement, whether caused
by error or fraud. We have attached to this letter, as Appendix A to Attachment il, a summary of
uncorrected misstatements aggregated by us during the current engagement and pertaining to the
latest period presented that were determined by management to be immaterial, both individually and in
the aggregate, to the financial statements taken as a whole.

MATERIAL CORRECTED MISSTATEMENTS

Material misstatements were brought to the attention of management as a result of our audit
procedures and were corrected by management during the current period. We have attached to this
letter, as Attachment |, a summary of misstatements corrected by management.

SIGNIFICANT ACCOUNTING POLICIES

The Commission’s significant accounting policies are set forth in Note 2 to the Commission’s 2013
financial statements. During the year ended September 30, 2013, there were no significant changes in
previously adopted accounting policies or their application, except for the foliowing pronouncements
adopted by the Commission:

. GASB Statement No. 60, Accounting and Financial Reporting for Service Concession
Arrangements, which addressed how to account for and report service concession arrangements
(§CAs), a type of public-private or public-public partnership that state and local governments are
increasingly entering into.

. GASB Statement No. 61, The Financial Reporting Entity: Omnibus, which improved financial
reporting for governmental entities by amending the requirements of Statements No. 14, The
Financial Reporting Entity, and No. 34, Basic Financial Statements - and Management's
Discussion and Analysis - for State and Local Governments, to better meet user needs and
address reporting entity issues that have come to light since those Statements were issued in
1991 and 1999, respectively.



. GASBE Statement No. 62, Cod#fication of Accounting and Financial Reperting Guidance Contained
in Pre-November 30, 1988 FASH and AiCPA Pronoupcernents, which enhanced the usefuiness of
its Codification by incorporating guidance that previously couid onty be found in certain Financial
Accounting Standards Board (FASB) and American Institute of Certified Public Accountants
{AICPA) pronouncements issued on or befare November 30, 1889, which do not conflict or
contradict GASB pronauncements. GASB Statement No. 62 superseded GASE Statement No.
20, Accounting and Financial Reporting for Proprietary Funds and Other Governmental Entities
That Use Proprietary Fund Accounting.

. GASB Statement No. 63, Financial Reporting of Deferred OQutflows of Resources, Deferred
Inflows of Resources, and Nel Position, which established guidance for reporting deferred
outflows of resources, deferred inflows of resources, and net pasition in a statement of financial
position, and GASB Statement No. 65, ftems Freviously Reported as Assets and Liabiities, which
clarifies the appropriale reporting of deferred outflows of resources and deferred inflows of
resources to ensure consistency in financial reporting. These Statements amend the net asset
reporting requirements in Statement No. 34, Basic Financial Staterments - and Management's
Discussion and Analysis - for State and Local Govemments, and other pronouncements by
incorporating deferred outfiows 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. With the implementation of GASB Statement No. 63 and
Statement No, 65, the Stalemenl of Net Assets was renamed the Statement of Net Position.

The implementation of these pronouncements did not have a material effect on the financial statements
of the Commission,

DISAGREEMENTS WITH MANAGEMENT

We have not had any disagreements with management related to matters thal are material to the
Commission’s 2013 financial statements.

OUR VIEWS ABOUT SIGNIFICANT MATTERS THAT WERE THE SUBJECT OF CONSULTATION
WITH OTHER ACCGUNTANTS

We are not aware of any consultations that management may have had with other accountants about
auditing and accounting matiers during 2013.

SIGNIFICANT FINDINGS OR iSSUES DISCUSSED, OR SUBJECT OF CORRESPONDENCE, WiTH
MANAGEMENT PRIOR TO OUR RETENTIGN

Throughout the year, routine discussions were held, or were the subject of comespondence, with
management reganding the application of accounting principles or auditing standards in connection with
transactions that have occurred, transactions that are contempiated, or reassessment of current
circumstances. in our judgment, such discussions or correspondence were not held in connection with
our retention as auditors.

OTHER SIGNIFICANT FINDINGS OR ISSUES ARISING FROM THE AUDIT DISCUSSED, OR
SUBJECT OF CORRESPONDENCE, WITH MANAGEMENT

Throughout the year, routine discussions were held, or were the subject of correspondence, with
management. in our judgment, such discussions or correspondence did not involve significant issues
requiring communication to the Board of Commissioners.

SIGNIFICANT DIFFICULTIES ENCOUNTERED IN PERFORMING THE AUDIT

in our judgment, we received the fulf cooperation of the Commission’s management and staff and had
unrestricied access to the Commission’s senior management in the performance of our audit.



MANAGEMENT’'S REPRESENTATIONS

We have made specific inquiries of the Commission’s management about the representations
embodied in the financial statements. Additionally, we have requesied that management provide to us
the written representations the Commission is required to provide to its independent auditors under
generally accepted auditing standards. We have attached to this letter, as Attachment I}, a copy of the
representation letter we obtained from management.

EMPHASIS-OF-MATTER PARAGRAPH

As discussed in Note 1 to the financial statements, the financial statements of the Commission present
only the Chamorro Land Trust Commission and are not intended to present fairly the financial pasition
and results of operations of the Government of Guam in conformity with accounting principles generally
accepted in the United States of America. Qur opinion is not modified with respect to this matter.

CONTROL-RELATED MATTERS

We have issued a separate report to you, also dated December 29, 2014, containing certain matters
involving the Commission’s internal control over financial reporting that we consider to be material
weaknesses or significant deficiencies under standards established by the American [nstitute of
Ceriified Public Accountants, and on its compliance with certain provisions of laws, reguiations,
cantracts, and grant agreements and other matters. Although we have included management’s written
responses to our commments contained in that report, such responses have nct been subjected to the
auditing procedures applied in our audit of the financial statements and, accordingly, we do not express
an opinion or provide any form of assurance on the appropriateness of the responses or the
effectiveness of any carrective actions described therein.

* & & w A W

This report is intended solely for the information and use of management, the Board of Commissioners,
and others within ibe organization and is not intended to be and should not be used by anyone other
than these specified parties.

Very truly yours,

DA SR
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ATTACHMENT H

C!mmoﬂo Land T rust Commzssmn
(Kumision fn:mga]dcon Tano’ Chamoru)

PO B TS0 Haghie, Gudhes 56932 Phone: 648:5263xt, 631 Far: §43.538)

Decamber 29, 2014

Deloitte & Touche LLP
Certified Public Accountants
361 South: Marine Corps Drive
T amumng, GU 96913

Gentlemen:

‘We are providing this letter in connection with your audits of the balance: sheets of the
Chamorro Land Trust Conunission (CLTEY, a governmental find of the Government of
Guam, as of September 30, 2013 and. 2012, and the related statements of revennes;
expendlmres and changes mfum:l ba{ances_for the years then ended, which col!ccuvely
comprise the CGLTC’s basic financial statements’ for the puipose of expressing an
opinton as to whether the basic finabcial statements present fdirly, in all' material
respetts, the financial position, results iof opetations or changes in fond balances of the
CLTC if conforimity with generally accepted ‘accounting principles (GAAP) in the
Uniled Stawes of Aunerica.

We cenfism that we arc responsible for the following:

a.  Thefair presentation in the. ‘basi¢ financial statements of financial position
and-results of operations in-conformity with GAAP,

b.  The design, implementation; and maintenance of progeams and controls to
prevent and detect fraud, including fzdud related to fedéral awards.

c.  Bstoblishing and maintaining: effective internal control over financial
reporting.

d. The review and ‘approval of the financial statements and related notes and
acknowledge your role in the preparation of this information. Specificaly,
we dcknowledge thal your role in the preparation of the fifiancial statements
was a matter of convenience rather than oneé of necessily. We have reviewed
the financial statement prepacation assistance provided by you and
acknowledge that the financial statements are prepared in accordance with
GAAP. Ouwr review was based -on the usc of the financial statcment
disclosure checklist for a general-purpose government obtained from the
Government Finance Officers Association.

Cenrain representations in this letter are described as being limited to matters that are
material, ltems are considered minterial, regnrdless of size, if they involve an omission
or misstatement of accounting information that, in light of surrounding circumstances,
makes it probable that the judgment of a reasonable person relying on the information
would be changed or influenced by the omission or misstatement,

We canfirm, to the best of our knowledge and belief, the following representations
made to you during your audits.



ATTACHMENT I, CONTINUED

The:basic financinl statements referred 1o above are fairly presented in conformity with GAAP. In

.addifion:,

a; PDeposits af\::'p_r;o;:ﬂff; clagsified in the categary of custodial credit risk,.

b, Required supplementary snformation is measured and presented within prescribed guidelines,

c. Appi'i'cabié. laws and regolations are followed'in adopting, approving, and amending budgets.

d. Fund balang “"trscnnns ~eommitments;. and- assignments are properly: classified and, if
applicable; approved.”

aud;t engagement Iel‘ter.
The C1.TC has mo'u%tredgynm

a.  Mimites’ cri the e,

b, Sumimiries of actions.of legzslaimn passed by the Government of Guam’s legisiative body as-
pertaining to the CLTC.

c. Fmane:a% re:carésland rﬂaiad data for all-{inancial transactions of the CLTC and forall funds
; - he cords, bosks, and accounts; as provided toryou, record the
1 g ofall ﬁmds aémzmstered by thr: CLTC and provide the audit
tra,_ to b u_ d: m a revzew o accountah;hty Iiformation: presented in financial reports is
suppoﬂed by the books and records from which the financial statgments have-béen prepaced.

d.  Contracts a.nd grant: agreements ‘Gnc_l;l.ft_diqg_ amendments, if any) and any other
correspondence that has taken place with federal agencies.

There has been no:

a.  Action taken by CT,TC management that contravenes the provisions of fedéral laws and local
Taws anid fegulaticns, or of confracts and grarits applicable to the CLTC,

b. Communication: from other: regulatory agencies concerning nencompliance with or
deficiencies in finaneial reporting practices or other matters that conld have a material effect
on the financial statements:

We believe the effects of any wncorrected financial statement misstatements aggregated by you
diuring the current. aud;t engagement and pertaming to the latest period presented are immaterial,
buth individually and in the aggregate, to the financial statements taken as a whole. A summary of
such uncorrecied misstaterments has been attached as Appendix A.



ATTACHMENT Hl, CONTINUED

6  The CLTC has not performed z risk assessment, including the assessment of the risk that the
financial statements ‘ay be materially misstated as a result of fraud. However, management
made aveilable W you their understanding dbout ‘the risks of fraud io the CLTC and do not
Believe that the financial statements are materially misstated as avesult of fraud.

7. We have no knowledge of any fraud oy suspeeted fraud affecting the CLTC involving:
a:;  Manogement,
b. Employces whohave significantroles'in internal contrel over financial reporting,
¢.  Others if the fraud could have amaterial effect on the financial statements,

8, Weliave no knowiedge ofany .allepations of fraud or suspected fraud affecting the CLiTC received
in communications fresn employees, foriner employees, analysts, regulators, or others.

9. Fhere-are no unasserted cldims or asséssments that legal counsel has advised us. are probable of
assertion and must: be disclosed in accordance with GASB. Codification of Govemmental
Actounting and: Financial: Rep@mng Standards (“GASB Codification™) Section €50, Claims and
Jidgments:

10, Significant assumptions uw$ed by us in making accounlini estimatis are reasonable;

11, Manngement has identified and disclosed to you all laws and régulations that:have a direct and
material effect-on the: delermmahnn nf financial statementamounts:

Exac t where otherwise. stated ‘below, matters less than $6,000. «collectively are not considered to be
) tions that.require disclosure:-for 1lie purpose of the foﬂuwmg Tepresentations. This.amount is not
wily indicative of anvounts that:-would require adjusiment to,. of disclosure in, the basic financial.

12, E\gcept as described in Appendix A, there are no transactions that have not been properly recorded
in the accounting records under!ymg the financial statements.

13, The CLTC has no plans or intentions that may affect the carrying value or classification of assets
afid liabilities.

14; The following, 10 the extent applicable, have been appropriately identified, properly recorded, and
disctosed in the financial statements:

a.  Related-party transactions and associated amounts. receivable or payable, including sales,
purchases, Joans, transfers, leasing arrangements, and goarantees (written or oral).

b.  Guaraniees, whether writfen or oral, under which the CT.TC is contingently Hable.

15. We haye appropriately identificd and properly recorded and disclosced in the financial statcments
all interfund transactions, including repayment terms.

16.  Armangements with finaneial mﬁiztmson‘: mvolving compensating balances or other arrangements
involving restri¢tions on cash balances, line of eredit, or similar arrangements have been properly
disclosed in the financial statements.
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ATTACHMENT lI, CONTINUED

In preparing, the £ pancial’ statemenls in conformity with GAAP, nranapement uses estimates. All
estimales havs been disclased in the financial statements for which known information avajlable
prior to the issuanczof the nancial siatements indicates that bothy of the folfowing criteria are met:

_____ ¥ pUSS'lb§E that the estimate of the effect on the finanéial stateménts of a
condition, sitvation, or set of’ vircumstances that existed at the fdate of the Financial siatements
will changc in the neat fermn due {0 one or more fiture confinming events.

a.  Ids at jeast reasonabl

b.  Theeffectof the change would-he material to the financial statements.

Jsks asseciased wzlh concentratiens,: bqsed on information known 1o management, ‘that meey all of
the following vriferis have been disclosed in'the fifancial statements:

a.  The concentratian exists at the date of the financial stalements.
b, The conc ezzirmitm mﬂkes,thegnterpﬁse vulperable to the risk of a near-term severe impact.

c.  Itisatlenst reasanably possible that the events that-could cause the seveéreimpact will occur
in the near term.

There are no;

a  Violations or-possible vioiations of laws or regulations whiose effects shml.ld be considered
for disclosure in the finaneinj statements or as a basis for recording a loss contingency.

b.  (iher Jiabilities or
GASB Cedificatio
financial szatements

in ot joss: contingenci es that ‘are required 1o be accrued or disclosed by
setion C50; Clair and Judgrients, exeept as disclosed in note 9 to the

The CLTC has satistactory title tg-all.owned assels, and there are no-fizns or encumbrances on such
assets nor-hag:.any assef béen pledged as c-:r§§ﬂte;ai except as disclosed in note 4 to the financial
slatemenis.

The CLTC bas complied with all aspects _Df comtraciual Agreements that may have an cffect on the
financial switememsiin the gvent of nencompliance:

Mo depariment ot agency of the L TT has reported a material instance of noncoripiiance to us.
‘The CLTC has ident‘%ﬁedaﬁ derivative instruments as defined by GASB Codification Section D40,
Derivative Ipstroments, and appropridtedy recerded and disclosed such derivatives in accordance
with GABSD Codification Section D40

Mo events have oceurred afier September 30, 2013, bt before the date of this letter, the date the
Ginancial statements weré available (o be issued that require consideration as adiustmenis ic or
discosures in the financial staements.

Regarding required supplernentary information:

A We confirm that we are responsible {or the required suppltementary information.

h. The requered supplementary information is measured and presented in accordance with the
GOovernmenta! Accounting Standards Board.

¢.  The methods of measurement and presentation of the supplementary information have not
changed from those used in she prior period.
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ATTACHMENT I}, CONTINUED

Regording supplementary information:

a.  Weargresponsible for the Rir presentation of the supplementary information s relaton
the Wasic fingncial statements taken ns. a3 whole.

b, We belive thesnpplementary infarmalion, fhctuding its fort and content, is-fairly prasented

inzelation 1o-the-basic finanicial statemnents taken as a whole,

¢.  The methods of measurement snd présentation of the supplementary information have aot
changed from-those: wsed 1w the pricr petiod,

s c%u;mment to disciose whother, subsequent to September 30, 2013,
7y

any {:ha:zg;c;s rg intes or’ other fucto riigh sigmilie affeet internal control,

including any cg : ¥ mdmpenikhl with wy siahiboant deficiencies and
material weaknssses have écmrmé - However, we sepresemt 1 yz:m that no-sueh disclosure has
baen madéas no such z%zzz;zgas n internal contrel or such other factors have seeurred.

During the yeav ended September 30, 2013, the CLTC implemented the following
pronounzEmenls: '

L,fa '3 ’S‘fﬂimc*} No., 60; 4 {zzmtmg and Financial Repotting for Service Loncession

: adh d secount for and  p service  concession
piblic-public. pan}* dhip that state and local
g rrunen plementation of this pronouncement did

il
e ideriol eli?w onthef nm&;ﬁ} SEATCAIE.

o GASB i&‘tammnnt No. 61, The Fimmcial Reporting. Entiry: (}Jfﬂf;&u&, which. improved
firanchal reporting for gﬁva;‘m}gﬁtai entities by amending the requiremenss of Statements No..
14, The Finaneiol Reporting Entity, wad No. 14, Bagic Findneial Srczfemmlf - and
Management 's. Discussion ind dinilysis 5.~ for Staie and Local Governmansy, 1o bettet mest
user needgond addiess reporting oty Jssues that have come to light since those Stfiternents
wers 1ssued in 1991 and 1999, zespectively. The impfementation of this pronouncement did
aot Frave a material ¢ifect on the financial staements.

¢ GASD Ssitement No. 62, Codification of deconnting and Fingicial Keporting. Guidance
Contained in Pre-November 30 FOR9 FASE and AICPA Prong zmﬁsm&m& which cnbanced
the pxefilness of ils Codification by zncn:pnmung gurdance that ;)r&f;(}usi}f could only be
found in certain Finangial Ai:ummimg Standards Board (FASB)Y and American Insitwie of
Cortified Public Accountants {AICPAY pronouncements izaued on or before November 30,
1989, which does not condlict or contradiot GASE pronouncements. GASH Staterment No. 62
%up&rmﬁed GASB Statement No. 20, Accounting and Financiol Reporting for Proprietary
Fands and Othir Gowverpmenta! Eniities Thar Use !’rgr;;rmur} Fiowd Accourting, The
implementation of this pronouncement did not bave a material effect en the fimancial
siatements.
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ATTACHMENT i, CONTINUED

s  GASS Stmement No. 63, Financial Reporsing of Déferred Cutflows of Resowrces, Deferved
Inflows of Resources, ard Net Posiilon, which established guidance for }“&})csrtmg deferred
vutflows: uf aesources, deferved mﬂawa of festuces, and not position in @ statement of
ﬁmmaa% ?@S’ﬁmﬁ%. ami GASB. Statement: Mo, 65} lrents Previously Reported as ,«43342;‘3 and’

ifities arifies the appropriate” (eporting of deferid outflos 50N
gofsisten in finanéial reporing, These Sttemeris
et reporting requiréments | nént N_a 34, Basic szﬁzgma? Steten i
..amf Maﬁag@fmr s Discussion and Analysis - for St it

tal meastre and by
renamming that wigastre as pet pasitien, rather ‘than ?"i&i assets. The 1mp%mnematma of these
provounceinents: did not have a matenal effegt on the financial statements.

1 April 2012, ©IASE issued Statement No. 66, Technies : _
usefulness of i fancial rﬁpﬁﬁﬁ by msalvm;, caﬁﬁmnng? countidg and finane
that could diminish the consistency of financial reporling. The prav_,:
effective for periods beg*&mng after December 1S, 2012 Ma: '
effect of implementation of this statement on the. ﬁnanu_

x;g géidaﬁce
-of this statement. aire
ot yet deteymined the

In Jurme 2012, GASB iesued Statement No. 67, Financicl Reporting for Pension Plaps, which
fﬁ?;\figgb existing gm‘éam:e for the financial reporis of most yﬂnﬁén pians ,arﬁé i 3&; ‘
: I Reportise fur Pensicny, whis
7 inosl governments- st provic enp, Tl

tement 67 are ¢ffective for financial: statements for pericis begmmng aite;,
rovisions in Statement 68 are effective for fiscal vears beginning afler June

RN ey meﬁ_
'}“}m provisions in 8
B . 2013, Th

15,2014, ,Managém&_ has not yet determined the effect of 1mp¥mﬂeﬁﬁatmn of these statements on.
the financial staféments of the CLTC..

In January. 2013, GASD issued Staiement No. 69, Government &‘f)ﬁ:ﬁi}?aﬂam arid Disposals of

which improves accounting and finencial reponing for s’iate and focal
~and d:sposais Df ggv%mm 4G b i

do mergers; ot ns. Acdisposal . mmi aperations
Can GoCHT tizmg;gh @ igg;agf@ to another gavf:mment ora »s;ziﬁ th yﬁw, Statement 69 are
o135 ¢ o1 yet determined
the effect ofimplementation of this staiement on the financial statements of the CLTC.
In April 2013, GASB issued Siatement No. 70, dccoanting and. FRinimeial Reporting  for
Nomexchunge Finangial Guaranees, which requites a state or loval govemment guaranior ‘that
offers a nmﬁﬁam},c finaneial guarantee o another organization or: government to raeopnize a
liability on its financial slatements when it is more likely than 1iof that the: pnarantor: will be
requ;red to make a payment o the obhivation hotders under the: dgreeient. The Provisions in
Statement 70 are effective for fiscal YEUTS beg,mmmz afier June 15, 2013, Manzgement has not yet
determined. the effect of implementation of this statement on the financial staiements of the CLTC.

Receivables recorded in the tinancial statements cepresent valid elaims againgt debtors for sales or
other .charges arisiig on or before September 30, 2013 and 20112 and bave been appropristely
reduced io their estimated net realizable value.

Quantitative and qualitative information regarding the allowance for doubtful aceounts has been
propzriy disclosed in the financial statements.

The CLTC 15 exposed 1o various risks of loss related to torts; thelt of, damage Lo, and destraction of
a55e15; erroEs and uméabiunb, injuries :.n;pSoyc:::, and maturad disagiers. The CLTE has sleded o
purchasc compercial ihsurance from independent third parties for the nsks of foss to which it is
exposed,  Settled claims reselting from these risks have pot execeded commercial insurance
cowverage in any of the past three flscal years, :
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Deloitte.

INDEPENDENT AUDITORS’ REPORT

Board of Commissioners
Chamorro Land Trust Commission

Report on the Financial Statements

We have audited the accompanying financiai statements of the Chamorro Land Trust Commission (the
Commission), which comprise the balance sheets as of September 30, 2013 and 2012, and the related
statements of revenues, expenditures, and changes in fund balances for the years then ended, and
the reiated notes to the financial statements, which collectively comprise the Commission’s basic
financiai statements as listed in the table of cantents.

Management’s Responsibiljty for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal controf relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditors’ Responsibility

Ouyr responsibility is o express an opinjon on these financiai statements based on our audits, We
conducted our audits 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. Those standards require that we plan and
perform the audit to abtain reasonable assurance about whether the financiai statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures seiected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. in making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity's internal control. Accordingty. we express no such opinion. An audit also
inciudes evaluating the appropnateness 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.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Chamorro Land Trust Commission as of September 30, 2013 and 2012, and
the results of its operations for the years then ended in accordance with accounting principtes
generally accepted in the United States of America.

Emphasis of Matter - Reporting Entity

As discussed in Note 1 to the financia! statements, the financial statements referred to above present
only the Chamorro Land Trust Comrnission and are not intended to present fairly the financial position
and resuits of operations of the Government of Guam in conformity with accounting principles
generaily accepted in the United States of America. Qur opinion is not modified with respect to this
matter.

Other ifatters
Required Supplementary Infarmation

Accounting principles generaily accepted in the United States of America require that the
Management's Discussion and Analysis an pages 4 through 10 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 who 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 of Amenica,
which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with managernent’s responses to our inguiries, the basic
financial statements, and other knowledge we obtained during our audits 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.

Cther Information

Our audits were conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Commission’s basic financial statements. The combining financiat statement
information on pages 20 through 23 and the scheduie of empioyees and salaries on page 24 are
presented for purposes of additional analysis and are not a required part of the basic financial
statements.

The combining financial statement information and the schedule of employees and salaries are the
responsibility of the Commission's management and were derived from and relate directly to the
underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures appled in the audits of the basic financial
statements and centain additional procedures, including comparnng and reconciiing 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 additiona! procedures in accordance with
auditing standard generally accepted in the United States of America. In our opinion, the combining
financial statement information is fairly stated, in all material respects, in relation to the basic financial
statements as a whole.

The schedule of employees and salaries on page 24 has not been subjected to the auditing
procedures applied in the audits of the basic financia! statements, and accordingly, we do not express
an opinion or provide any assurance on it.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December
29, 2014, on our consideration of the Commission’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that repart is to describe the scope of our testing aof internal control
over financial reporting and compliance and the resulis of that testing, and nct tc provide an opinion on
internal control over financing reporting or on compliance. That report is an integral part of an audit
performed in accordance with Gavernment Auditing Standards in considering the Commission’s
internal control over financial reporting and compiiance.

DL SR

December 29, 2014
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CHAMORRO LAND TRUST COMMISSION

Management's Discussion and Analysis
September 30, 2013 and 2012

INTRODUCTION

The Chamorre Land Trust Commission (CLTC) is a component unit of the Government of Guam,
currently located in Tamuning, Suite 303, 3° fioor of the ITC Buiiding. The CLTC acts exclusively in
the interest of the beneficiaries under the Chamorro Land Trust Act. The audit of financial statements
and other reporting for FY 2013 is the fifth audit conducted since the CLTC was codified into law and
made possible with collaborative efforis by the CLTC Board, management, empioyees and the Office
of Public Accountability (OPA); adhering to accountability and transparency.

The CLTC’s Management’'s Discussion and Analysis {MD&A) provides an overview of the CLTC’s
financial activities for fiscal years ended September 30, 2013 and 2012. The information enclosed in
the MD&A has been prepared by management and it should be read in conjunction with the financial
statements and notes which follow this section.

1. Financial Highlights

Total assets exceeded total liabilities by $2,248,594 at the close of fiscal year 2013 as
compared to $1,663,663 at the close of fiscal year 2012.

Total assets at September 30, 2013 increased by $471,919 as compared to September 30,
2012,

Total liabilities at September 30, 2013 decreased by $111,012 as compared to September
30, 2012,

Total fund balance at September 30, 2013 increased by $582,931 as compared to
September 30, 2012.

Total revenues of $1,054,842 for fiscal year 2013 increased by $37,382 as compared to
$1,017,460 for fiscal year 2012. Total expenditures of $471,911 for fiscal year 2013
decreased by $47,888 as compared to $515,799 for fiscal year 2012. This resulted in an
increase in the fund balance of $582,931 for fiscal year 2013 as compared to $3562,217 for
fiscal year 2012.

2. Overview of the Financial Statements

The CLTC’s financial statements include all of the activities of Chamorro Land Trust Operations
Fund and of the Chamorro Loan Guarantee Fund. The financial statemenis include the
Batance Sheet and the Statement of Revenues, Expenditures, and Changes in Fund Balances
for Fiscal Years 2013 and 2012.

Notes to the financial stalements are additionai information needed to provide further
understanding of the basic financial statements.
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CHAMORRD LAND TRUST COMMISSION

Management's Discussion and Analysis
September 30, 2013 and 2012

Financia] Statement Analysis

Balance Sheet

The balance sheet discloses information on the CLTC’s assets, liabiiities, and fund balance at
year-end. The condensed summary of the CLTC's balance sheet is shown below as of
September 30, 2013, 2012 and 2011.

2013 2012 2011
Assets:

Cash and cash eguivalents $1709130 & 501,361 3§ 13524
Receivables 207.028 337.102 354 761
Hher assels 32,315 239,636 449 846
Restricied assets 510,932 505 387 508.538
Total assets $2,432,400 $1,9B7.486 & 14483684

Liabilities and Fund Balance:
Accounts payable and other $ 43282 3% 12501 & 18,177
Deferred revenue 169,529 311,322 328,761
212,811 323,823 346,938
Fund Balance 2.246.584 1.663.663 1,101,446

$2.450400 $1.987,480 51448584

Total assets increased by $539,102 in 2012 compared to 2011 and further increased by
£471,919 in 2013 compared to 2012 primarily due to the increase in cash and cash equivalents.

Restricted assets represent cash and time certificates of deposit that are constrained to fulfilt
the CLTC’s financial reguirement for the Home Loan guarantees issued by the CLTC with
Guam Housing Corporation and the Smaiji Business Adminisiraticn.

Total liabilities decreased by $23.115 in 2012 compared to 2011 and further decreased by
$111,012 in 2013 compared to 2012 primarily due to changes in accrued liabilities and deferred
revenue.

Total fund balance increased by $682,931 from 2012 to 2013 due tfo the following:

» Revenues in 2013 amounted to $1,054,842, which primarily was generated from the
commercial leasesflicenses and royaity payments. Revenues in 2013 decreased by
$27,174 as compared to 2012,

s Expenditures in 2613 amounted to $471,911, which was a decrease of $47,888 as
compared to 2012,
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CHAMORRO LAND TRUST COMMISSION
Management's Discussion and Analysis
September 30, 2013 and 2012
Totat fund balance increased by $562.217 from 2011 to 2012 due to the following:
» Revenues in 2012 amounied to $1,082,016, which primarily was generated from the
commercial |eases/licenses and royalty payments and proceeds from sale of land.

Revenues in 2012 increased by $304,568 as compared to 2011.

« Expenditures in 2012 amounted to $519,799, which was a decrease of $85,065 as
compared to 2011.

Statement oif Revenues, Expenditures_and Changes in Fund Balance

The statement of revenues, expenditures and changes in fund balance discloses information on
the CLTC's operations for the year. The condensed summary of the CLTC’s operations is
shown below for the years ended September 30, 2013, 2012 and 2011.

2013 2012 2011

Revenues:
Lease rentals and royalty payments  $ 1,044,972 $1,011,130 § 772444

Proceeds from sale of land - £4.556 -
Other 2.8/0 65.330 5,004
1,064,842 1,082,018 777,448
Expenditures 471.911 519.799 604,864
Change in fund balance 582,931 562,217 172,584
Fund Balance - beginning 1,663,663 1,101,448 928,862
Fund Balance - ending $2.246594 $1.663.663 § 1,101,446

Total revenues increased by $304,568 in 2012 compared to 2011 and decreased shightly by
327,174 in 2013 compared to 2012. The change in revenues between 2012 and 2011 was
primarily due to revenue recognition over lease rental payments whereas the change in
revenues between 2013 and 2012 was primarily due to the receipt of proceeds from land sale in
2012 offset by a slight increase in revenues received from lease rentals and royalty payments.
Royalty payments are earned from the extraction of coral from the propeny currently being
leased by the Guam Racing Federation in Yigo. The two construction companies that
participate in the extraction activities are Hawalian Rock Products and Perez Brothers.

Total expenditures decreased by $85,085 in 2012 compared to 2011 and further decreased by
$47,888 in 2013 compared to 2012. The change in expenditures between 2012 and 2011 and
between 2013 and 2012 was primarily due to cost savings associated with the issuance and
implementation of Recrganization Advisory No. 5§ and 8 by the Governor of Guam merging the
operations of the CLTC into GovGuam's Department of Land Management.
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CHAMORRO LAND TRUST COMMISSION

Management’'s Discussion and Analysis
September 30, 2013 and 2012

Challenges and Accomplishments

The CLTC was created through Public Law 12-226. The CLTC’s primary mission is to lease
Chamorro Hornelands to native Chamorros, as defined by the Organic Act, and to execute
commercial leases and licenses for various purposes as prescribed by law. Applicants of the
residential and agricultural programs pay a 350 one-time non-refundable processing fee
payable within 30 days of application as prescribed by Public Law 23-38. These applicants are
then placed on a respective island-wide residential and/or agricufture tract waiting list in the
order in which their applications were received by the Commission on a first come first serve
basis determined by date and time stamped as well as assigned numerical designation.
Commercial applicants are required to submit a letter of interest to the Director which is
presented to the board for their approval or disappraval.

The CLTC has about 33% of Government of Guam property in its property inventory which is
attributed to an Administrative Transfer. In 1985, 11,244 .92 acres were transferred to the
CLTC. In 1997, 183.14 acres were removed by Public Law 23-100 and Public Law 24-15. As a
result, 11,061.78 acres were made avaifable for lease purposes. Of those, 4,070.10 acres were
located in the southern portion of the island, 1,297.54 acres in the central, and 5,684.14 acres
located in the northern part of Guam. [n 1983, a Land Use Plan was put in place and at the end
of 2013 that plan is still being utilized by the CLTC. Tasked to oversee such an enormous
property inventory, the Commission consists of a 5 member board and a Director with a staff of
seven employees.

In addition to all the tasks and programs the CLTC is mandated to perform, there are several
revolving funds and special funds created by law. The revolving funds are known as the
Chamorro Home Loan Fund, the Chamorro Commercial Loan Fund, and the Chamorro Home
Repair Fund. The special funds are known as the Chamorro Home Developmeni Fund, the
Chamorro Educational Assistance Fund, the Chamorro Land Trust Operation Fund, and the
Chamarro Loan Guarantee Fund.

Since its initiation up until the end of 2013, the CLTC has qualified a totai of 11,050 applicants
faor its residential and agricultural programs. These applicants are considered qualified based
on submitting documented proof of eligibiity and have satisfied the one-time processing fee of
$50 due and payabie within 30 days of application. Also, the CLTC has leased thousands of
acres of property through their residential, agricultural, and commercial programs. More
specifically, the CLTC, at the end of 2013, had leased a combined tota!l acreage of 2,733.15
through its residential and agricufture programs and 68 acres through its commercial program.
However, it was evident and known that not all properties leased through the residential and
agricultural programs were readily available with basic infrastructure and property surveys.
Also, some properties were unregistered. Later it was determined that unregistered property
accounted for 3,545.23 acres of the CLTC's 11,061.78 acres in inventory.

From the time of the implementation of the Governor's Advisory No. 5 then superseded by
Advisory No. 9, the synergy of the CLTC merging with the Department of Land Management
{DLM) has been positive with the expertise of fand administration resetting the direction of the
CLTC into the proper course. Lands assigned to applicants are being reviewed and efrors
found such as iand descriptions or survey sketches are being corrected so that land is properly
and fegally identified. This is possible with the assistance of staff whose expertise is in fand
administration and survey. In addition to correcting the legal property description of leased
property the CLTC has accomplished other objectives.
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CHAMORRO LAND TRUST COMMISSION

Management's Discussion and Analysis
September 30, 2013 and 2012

in 2013, the CLTC has completed the digitalization of its records. This will ensure all
documents are not only duplicated but also safeguarded. It alsa allows the records to be
reviewed electronically by land agents. Digitalization is an ongoing process as files are updated
and new files created.

The next accomplished objective was the completion of the review of the CLTC records. This
process entaiied the review of existing leaseholders’ files; discrepancies have been identified
such as unrecorded documents, missing surveys, and incomplete lot descriptions. Each of
these discrepancies has been identified and is being corrected by the CLTC and DLM staff in
the most expeditious manner. Simultaneously, all leases being assigned are being cleared with
a checkiist to ensure all documentation s in order before they are fully executed. Additionally, a
standard operating procedure for the CLTC [and agents is being reviewed to ensure future
actions and documents are completed properly,

To address the past issues surrounding the Commercial program, the CLTC proposed Rules
and Regulations for Commerciai Use has been written with the assistance of the Guam
Economic Development Autharity, which the CLTC has a memorandum of understanding with
to assist with the CLTC commerciai leases and licenses. The rules and regulations are under
review by the Governor's office and will then be prepared for public review in accordance with
the Administrative Adjudication Law. The adoption of these rules and regulations is significantly
important because it is required by {aw {Chapter 75, Title 21, Guam Code Annotated} and has
never been adopted. Because the commercial leases are intended to provide the financial
support for the CLTC to function and administer the trust iands, these rules will provide the
legitimacy and transparency of the process to award commercial leases. In the interim, the
CLTC commissioners have placed a moratorium on approving any commercial feases until the
rutes and regulations have been duly adopted.

The fourth completed objective in 2013 is the assignment of an atterney from the Office of
Attorney General. Many issues have arisen at the CLTC that required the assistance of a fegal
counse! but none were assigned. The CLTC now has a legal counsel to assist with a backlog
of matters with land registration being the most important matter. The Trust has many fands
that are currently unregistered which means they cannot be used until they are registered. This
legai process is very lengthy and arduous but cannot be performed without an attorney
dedicated to this matter.

Ancther accomplishment of the CLTC is the partnership created between the CLTC and Guam
Housing Corporation {(GHC}. Through this partnership, the CLTC has selected vacant lots in
Astumbo, Dededo that all have the available infrastructure for the construction of affordabie
mode! homes with the assistance of GHC., The CLTC will assign up to ten lots to have modei
homes built.
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CHAMORRO LAND TRUST COMMISSION

Management's Discussion and Analysis
September 30, 2013 and 2012

The last caompleted objective is the implementation of a monitoring system far the CLTC loan
guaranties. As noted in our previous audit, the foan guarantee program raised concerns on the
liability the CLTC potentially faces especially since this program had not been monitored. In the
short time since the last audit, the CLTC has drilled into this program to determine where it
currently stands and developed a policy to administer this program. A {otal of 150 CLTC
leaseholders were granted {oan guarantees totaiing almost $13 million. Of these, about §3
miftion were for “conventional” home loans while $10 miilion were for disaster reiief loans
following typhoons in 1938 and 2002. The CLTC is making a concerted effort to contact each
of these borrowers to obtain an array of information to include the fatest loan statements to
determine the actuat loan balance and current lender information. The disaster loans issued by
FEMA through Small Business Administration have been the most difficuit to track because
ioans had been sold muitipie times from SBA to successive private fenders and SBA does not
monitor the foan once it has been removed from their books. In an effort {o put controis on this
program, a policy has been drafted that places restrictions and requirements for these loan
guarantees. Controls include establishing maximum loan guarantee limits based on family size
and loan disbursement payments based on specific construction completion points. The
proposed policy will soon be presented to the CLTC commissioners for their approval,
Additionally, the job of monitoring this program has been assigned to the CLTC administrative
officer and will be regularly reviewed by the commissioners at their monthly meetings. The
CLTC will alsc be visiting each site and fully documenting the housing to determine whether
fegal action is necessary for misuse or fraud. As a footnote, the last disaster related loan
guarantee was issued in 2003.

Although, with ali the accomplishments for 2013, the CLTC still is faced with many challenges
that affect the day-to-day operations and the livelihood of its constituents. Infrastructure is one
challenge that still negatively affects the CLTC and its constituents. Many of our existing
leaseholders are assigned ta lands that do not have any infrastructure and a significant majority
of the CLTC lands are also without infrastructure.

Another challenge is the accessibility t¢ funding. For years, the CLTC has been imited in its
annual budget appropriation. Funding appropriated has been oniy adequate for its current
operations with no room to fund projects for capital improvements relating to the real estate in
the CLTC's inventory. Also, additional funding is needed to address the need to recruit
personnel to ensure proper control measures are put in place to protect the integrity of the
CLTC records, property management, financials, and public trust.

Qutlook

The CLTC Board and Director have taken the necessary measures to ensure that the CLTC
operates in a more efficient and effective manner for the beneficiaries of the CLTC.
Management will also explore and plan to expand on the construction of Affordable Housing. In
addition, management will aiso seek financial assistance from Federal agencies through grants
and low interest rate loans to pay for the cost of installing infrastructure on the CLTC property.
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CHAMORRO LAND TRUST COMMiSSION

Management's Discussicn and Analysis
September 30, 2013 and 2012

Contacting the Chamorra Land Trust Commission’s Financial Management

This reporl is designed to provide our citizens, taxpayers, customers, and creditors with a
genera! overview of CLTC’s finances and to show the CLTC’s accountability for the money it
receives. (uestions concerning any of the information provided in this report or request for
additional information should contact the Director's office at 649-5263 ext. 600 or send an email
your request to dimdir@dim.guam.gov.

10



CHAMORRO LAND TRUST COMMISSION

ASSETS

Cash and cash equivalents

Receivables:
Commercial

Due from GovGuam

Restricted assets:

Cash and cash eguivalents
Time certificates of depesit

Tctal assets

Liabiiities:

Accounts payable

Baiance Sheets
September 30, 2013 and 2012

LIABILITIES AND FUND BALANCES

Accrued payroll and other liabilities

Deferred revenue

Tota! liabilities

Commitments and contingencies

Fund balances:
Reserved for:
Restricted
Committed

Assigned

Total fund balances

Total liabilities and fund balances

2013 2012
5 1,709,130 $ 901,361
207,028 337,102
32.315 239,636
210,932 208,387
300,000 300,000
$ 2,459,405 S 1,987,486
3 34908 3 5,403
8,374 7.098
169,529 311,322
212 811 323,823
510,932 509,387
1,707,389 1,127,771
28,273 265,505
2,246,594 1,663,663
$ 2459405 5 1,987,486

See Accompanying Notes to Financiai Statements.
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CHAMORRO LAND TRUST COMMISSION

Statements of Revenues, Expenditures, and Changes in Fund Balances
Years Ended September 30, 2013 and 2012

Revenues:
Lease rentals:
Commercial

Agricultural and residential

Royalties

Land trust appiication fees
Interest income

Total revenues

Expenditures:

Saiaries and wages - reguiar
Salaries and wages - fringe benefits

Health henefits
Contractual services

Buiiding rent
Supplies
Equipment

Utilities - power and water
Capital outiays

Miscellaneous

Total expenditures

Excess of revenues over expenditures

Other financing sources:
Proceeds from sale of iand

Net change in fund balances

Fund balances at beginning of year

Fund balances at end of year

See Accompanying Notes to Financial Statements.

12

2013 2012
$ 722205 % 551659
2,906 1,895
319,861 457 575
6,500 4,950
3,370 1,380
1,054,842 1,017,460
222,127 285,184
686,784 84,246
34,075 27,039
79,470 20,658
48,000 20,000
4,552 19,859
. 19,321
- 115
15,303 41,968
1,600 1,409
471,911 519,799
562,931 497 661
. 64,556
587,931 562,217
1,663,663 1,101,445
S 2246594  $ 1,663,663
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CHAMORRO LAND TRUST COMMISSION

Notes to Finarncial Statements
September 30, 2013 and 2012

Organization

2)

The Chamorro Land Trust Commission (CLTC), a governmental fund of the Government of
Guam (GovGuam), was established by the Chamorro Land Trust Act of 1975 (Public Law 12-226)
for the purpose of protecting and ensuring trust lands are awarded to native Chamorro through
residential, agricultural, and commercial leases. The CLTC is responsible for the disposition of
Chamorro Homelands pursuant to mandates to advance the social, cultural and economic
development and well-being of the Chamoito people.

The accompanying financiai statements relate solely to those accounting records maintained by
the CLTC, and do not incorporate any accounts related to other departments or agencies within
GovGuam,

The CLTC is governed by a five-member Board of Commissioners appointed by the Governor of
Guam.

On Qctober 6, 2011, the Governor of Guam issued Reorganization Advisory No. 5, which was
later superseded by Advisory No. 9, whereby the CLTC was merged into GovGuam's Department
of Land Management along with the Guam Ancestral Lands Commission.

summary of Significant Accounting Policies

The accompanying financial statemenfs have been prepared in accordance with accounting
principles generally accepted in the United States of America (GAAP) as applied to governmental
units. The Governmental Accounting Standards Board (GASE) is the recognized standard-
setting body for eslablishing governmental accounting and financial reporting principles. The
more significant of the CLTC’s accounting policies are described below:

Measurement Focus and Basis of Accounting

The CLTC reports its financial position and the results of operations in governmental funds. A
fund is a separate accounting enlity with a self-balancing set of accounts. They are concerned
only with the measurement of financia! position and are not involved with measurement of results
of operations. Fund accounting is designed to demonstrate legal compliance and to aid financial
management by segregating transactions related to certain government functions or activities.
Governmental funds are used to account for all or most of a government's general activities,
including the coliection and disbursement of earmarked monies (special revenue funds).

The special revenue funds currently reported by the CLTC are as follows:

e The Chamorro Land Trust Operations Fund - this fund was created for the purpose of
accounting for the receipt of all land use permits, monetary contributions and fees and for the
payment of operational expenses associated with the CLTC.

» The Chamomro Loan Guarantee Fund - this fund was created for the purpose of accounting
for applicable taxes on Chamorro Homelands collected by GovGuam's Department of
Revenue and Taxation earmarked for ivan guarantees issued by governmeantal agencies or
lending institutions to native Chamorro borrowers holding leases or licenses of Chamorro
Homalands.

13
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CHAMCRRO LAND TRUST COMMISSION

Notes to Financia! Statements
September 30, 2013 and 2012

Summary of Significant Accounting Poiicies, Continued

Basis of Presentation

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus, Al governmental funds are accounted for using a current financial
resources measurement focus. With this measurement focus, only current assets and current
fiabilities generally are included in the balance sheet. Operating statements of these funds
present increases {i.e., revenues and other financing sources) and decreases (i.e., expenditures
and other financing uses) in fund balance.

The modified accrual basis of accounting is used by all governmental fund types. Under the
madified accrual basis of accounting, revenues are recognized when susceptibie to accruat {i.e,
when they become both measurable and available). °“Measurable” means the amount of the
transaction can be determined and “available” means collectible within the current period or soon
enough thereafter to be used to pay liabilities of the current period. For this purpose, the CLTC
considers revenues to be available if they are collected within 90 days of the end of the current
fiscal period,

Significant revenues susceplible to accruai inciude revenue received from residential, agricultural,
and commercial ieases. investment earnings are recorded as earned, since they are both
measurable and available. Expenditures are recorded when the reiated fund liability is incurred.

Cash and Cash Equivalents and Time Ceriificates of Degosit

The CLTC has the power and authority to invest and re-invest any of the money in any of its
funds, not otherwise immediately needed for the purposes of the funds in such bonds and
securities authorized in 5 GCA Chapter 21, Investments and Deposits. Custodial credit risk is the
risk that in the event of a bank failure, the CLTC's deposits may not be returned ta it. Such
deposits are not covered by depository insurance and are either uncoliateralized or collateralized
with securities held by the pledging financiai institution ¢r heid by the pledging financial institution
but not in the depositor-government's name. The CLTC does not have a deposit policy for
custodial credit risk.

For the purposes of the balance sheets, cash and cash equivalents are defined as cash in
checking and savings accounts. Deposits maintained in time cerlificates of deposit with originai
maturity dates greater than three months are separately classified on the balance sheets. As of
September 30, 2013 and 2012, the carrying amount of the CLTC's cash and cash equivalents
and time cerificates of deposit was 3%2,220,062 and %1,410,748, respectively, and the
corresponding bank balances were $2,220.062 and 31,410,748, respectively, which are
maintained in financial institutions subject to Federal Deposit insurance Caorporation (FDIC)
insurance. As of September 30, 2013 and 2012, bank deposiis in the amount of $250,000 and
$508,781, respectively, were FDIC insured. The CLTC does not reguire collateralization of its
cash deposits; therefore, deposit levels in excess of FDIC insurance coverage are
uncollateralized. Accordingly, these deposits are exposed to custodial credit risk.
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CHAMORRO LAND TRUST COMMISSION

Notes to Financial Statements
September 30, 2013 and 2012

Summary of Significant Accounting Policies, Continued

Receivables

Receivables are due from individuals and businesses residing on the isiand of Guam and are
uncoflateralized and non-interest bearing.

interfund Receivables

During the course of the CLTC's operations, GovGuam’s General Fund records transactions
between individual funds for goods provided or services rendered. These balances result from
the time lag between the dates that 1) interfund goods and services are provided or reimbursable
expenditures occur, 2) transactions are recorded in the accounting system, and 3) payments
between funds are made, and are scheduled to be coliected in the subsequent year.

Deferred Revenue

Deferred revenue represents base and participation rent revenues accrued which do not meet the
“available” criterion for revenue recognition under the modified accrual basis of accounting.

Fund Balance

Governmental fund batances are classified as foliows:

« Restricted - inciudes fund balance amounts that are constrained for specific purposes which
are externailly imposed by providers, such as creditors or amounts constrained due to
constitutional provisions or enabling legislation.

= Committed - includes fund balance amounts that are constrained for specific purposes that
are internally imposed by the government through formal action of the highest level of
decision making authority and do not lapse at year-end.

» Assigned - includes fund balance amounts that are intended to be used for specific purposes
that are neijther considered restricted or committed.

Restricted/committed amounts are spent first when both restricted and unrestricted fund balance
is available unless there are legal documents/contracts that prohibit doing this. in addition,
committed, then assigned amounts of unresiricted fund balance are expended in that order.

A farmal minimum fund balance policy has not been adopted.

Management Estimates

The preparaticn of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and kabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reperting period.  Actual resuits could
differ from those estimates.
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CHAMORRO LAND TRUST COMMISSION

Notes to Financial Statements
September 30, 2013 and 2012

Summary of Significant Accounting Policies, Continued

Encumbrances

The CLTC utilizes encumbrance accounting to identify fund obligations. Encumbrances
represent commitments related to unperformed contracts for goods. At September 30, 2013 and
2012, the CLTC has encumbrances of $28,273 and $26,505, respectively.

New Accounting Standards

During the vyear ended September 30, 2013, the CLTC implemented the following
pronouncements:

. GASB Statement No. B0, Accounting and Financial Reporting for Service Concession
Arrangements, which addressed how to account for and report service concession
arrangements {SCAs), a type of public-private or public-public parinership that state and
tocal governments are increasingly entering into. The implementation of this statement did
not have a material effect on the accompanying financial statements.

J GASB Statement No. 61, The Financial Reporling Enfity: Omnibus, which improved
financiail reporting for governmental entities by amending the requirements of Statements
No. 14, The Financial Reporling Entily, and No. 34, Basic Financial Statements - and
Management's Discussion and Anajysis - for State and {ocal Governments, to better meet
user needs and address reporting entity issues that have come to light since those
Statements were issued in 1991 and 1999, respectively. The implementation of this
statement did not have a materia! effect on the accompanying financiai statements.

. GASB Statement No. 62, Codification of Accounting and Financial Reporting Guidance
Comtained in Pre-November 30, 1989 FASE and AICFA Pronouricements, which enhanced
the usefuiness of its Codification by incorporating guidance that previously could only be
found in certain Financial Accounting Standards Board (FASB) and American institute of
Certified Public Accountants {AICPA) pronouncements issued on or before November 30,
1989, which does not conflict or contradict GASB pronouncements. GASE Statement No.
62 superseded GASB Statement No. 20, Accounting and Financial Reporting for Proprietary
Funds and Other Governmentai Entities That Use Propristary Fund Accounting.  The
implementatian of this statement did not have a material effect on the accompanying
financial statements,

. GASB Statement No. 63, Financial Reparting of Deferred Dutflows of Resaurces, Deferred
Inflows of Resources, and Net Position, which established guidance for reporting deferred
outflows of resources, deferred inflows of resources, and net position m a statement of
financial position, and GASB Statement No. 85, /tems Previously Reporled as Assets and
Liahifities, which clarifies the appropriate reporting of deferred outflows of resources and
deferred inflows of resources to ensure consistency in financial reporting. These
Statements amend the net asset reporting requirements in Statement No. 34, Basic
Financial Staternents - and Management’s Discussion and Analysis - for State and Local
Governments, and other pronouncements by incorporating deferred outfiows 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 implementation of these statements did not have a material effect on the accompanying
financial statements.
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CHAMOCRRDO LAND TRUST COMMISSION

Notes to Financia! Statements
September 30, 2013 and 2012

Summary of Significant Accounting Policies. Continued

(3

New Accounting Standards, Continued

inApril 2012, GASB issued Statement No. 68, Technical Corrections - 2012, which enhances the
usefulness of financiat reports by resalving conflicting accounting and financial reporting guidance
that could diminish the consistency of financial reporting. The provisions of this statement are
effective for periods beginning after December 15, 2012. Management has not yet determined
the effect of implementation of this statement on the financial statements of the CLTC.

In June 2012, GASE issued Statement No. 67, Financial Reporting for Pension Plans, which
revises existing guidance for the financial reports of most pension plans, and Statement No. 68,
Accounting and Financial Reporting for Pensions, which revises and establishes new financial
reporting requirements for most govermmments that provide their employees with pension benefits.
The provisions in Statement G7 are effective for financiai statements for periods beginning after
June 15, 2013. The provisions in Statement 68 are effective for fiscal years beginning after June
15, 2014, Managemeant has not yet determined the effect of implementation of these statements
on the financial statements of the CLTC.

In January 2013, GASBH issued Statement No. 69, Government Cormbinations and Disposals of
Government Operations, which improves accounting and financial reporting for state and focal
govermnments' combinations and disposals of government operations. Government combinations
inciude mergers, acquisitions, and transfers of operations. A disposa!l of government operations
can occur through a transfer to ancther government or a sale. The provisions in Statement 68
are effective for fiscal years beginning after December 15, 2013. Management has not yet
determined the effect of implementation of this statement on the financial statements of the
CLTC.

in Aprii 2013, GASB issued Statement No. 70, Accounting and Financial Reporting for
Nonexchange Financial Guarantees, which requires a state or local government guarantor that
offers a nonexchange financial guarantee tc another organization or government to recognize a
liability on its financial statements when it is more likely than not that the guarantor wili be
required to make a payment to the ohligation holders under the agreement. The provisions in
Statement 70 are effective for fiscal years beginning affer June 15, 2013. Management has not
yet determined the effect of implementation of this statement on the financial statements of the
CLTC.

Reclassifications

Cerlain reclassifications have been made to the 2012 financial statements to confirm to the 2013
presentation.

Risk Management

The CLTC is exposed to various risks of loss related to torts; theft of, damage to, and destruction
of assets; errors and omissions; injunes to employees; and natural disasters. it is the policy of
the CLTC not to purchase commercial insurance for the risks of ioss to which it is exposed.
Instead, CLTC management bekeves it is maore econcmical to manage its risks internally. in the
event of claim settiements and judgments, the CLTC reports all of #s risk management activities
in the Chamorre Land Trust Operations Fund. Claims expenditures and liabilities are reported
when it is probable that a Isss has occurred and the amount of that Joss can be reasonably
estimated. These losses include an estimate of claims that have been incurred but not reported.
Na losses have ocecurred as a resuit of these policies in any of the past three fiscal years.
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CHAMORRO LAND TRUST COMMISSION

Notes to Financial Statements
September 30, 2013 and 2012

Restricted Assets

(5

The CLTC maintains a savings deposit and a time certificate of deposit as of September 30,
2013 and 2012 in the amount of $510,932 and $509,387, respectively, restricted to collateralize
fow income housing loans funded by Rural Housing Service (RHS) through the Guam Housing
Corporation. The Memorandum of Understanding signed with the RHS requires the CLTC to
create and maintain an escrow account with an initial deposit of $500,000. If the account falls
below $500,000, the CLTC shall deposit in the escrow account 5% of all RHS loans issued until
such time that the account has reached $500,000.

Related Farty Transactions

(6

The CLTC is a governmental fund of GovGuam and is therefore affiliated with all GovGuam-
owned and affiliated entities, including all departments and agencies of GovGuam, including the
Guam Housing Corporation.

Certain developed land supported by valid lease agreements is held as investments in land and
other real estate within a permanent fund of the Government of Guam. Such investment is
recorded at fair value whereas other undeveloped land not supported by lease agreements is
reported at historical cost. As of Seplember 30, 2013 and 2012, such land is valued at
$411,159,732 and $406,640,273, respectively, of which $404,399 838 and $399,880,379, is held
by the CLTC. Fair value is based on estimated current value (primarily assessed real estate
property tax vajuations) and appraisals. Investments that do not have an established market are
reported at estimated fair value. Earnings from lease agreements assoclated with these
investments are reported as revenues of the CLTC.

Sale of Land

(7}

On May 10, 2011, the Guam Legislature enacted Public Law 31-53 authorizing the sale of a
severed portion of GovGuam land to the adjacent private landowner for the average fair market
vatue as determined by two independent licensed real estate appraisers. Proceeds realized from
the sale of this land in the amount of $64,556 were authorized to be deposited into the account of
the CLTC.

Significant Customers

The CLTC generates revenues from certain major customers that exceed 10 percent or more of
the CLTC's total revenues. During the year ended September 30, 2013, the CLTC recognized
revenues from two customers that represented approximately 70% of total revenues. During the
year ended September 30, 2012, the CLTC recognized revenues from two customers that
represented approximately 57% of total revenues.

18
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CHAMORRO LAND TRUST COMMISSION

MNotes to Financial Statements
September 30, 2013 and 2012

(81  Caommitments
The CLTC has entered into license agreements with various licensees for the use of trust lands
for commercial, agricuitural and residential purposes. The future minimum lease receipts under
the remainder of these ficense agreements are as follows:
Year Ending
September 30,
2014 $ 309,974
2015 222,972
2018 222972
2017 224,178
2018 203,001
2019 - 2023 691,713
2024 -- 2028 148,902
2029 - 2033 18,467
2034 - 2038 18,000
2039 - 2043 18,000
2044 ~ 2047 12.600
$ 2,090779
{9y _Contingencies

The CLTC is authorized to ioan or guarantee the repayment of or otherwise underwrite any
authorized ipan to a Chamorro homeiand lessee up to a maximum amount not to exceed the
financial ability of the barrower. In the event of default, these loan guarantees may shift the
lender’s default risk entirely to the CLTC whereby the lender may call upon the CLTC to make
partiai or full payment of the guaranteed loan. As of September 30, 2013, the CLTC has
guaranteed a material amount of loans for Chamarro homeland residential lessees. Management
of the CLTC is of the opinion that defaulted loans may be reassigned and that the CLTC bas
substantial defenses available to it in the event of litigation. As a resuit, at this time, management
does not believe that material exposure exists related to this event. Therefore, no provision for a
liability that may arise from this matter has been made in the accompanying financial statements.

13



Y

Geteei
b

o

S

2

iz

-k

CHAMORRO LAND TRUST COMMISSION

Combining Balance Sheet
September 30, 2013

Chamorro Chamorro
Land Trust Loan
Operations Guarantee
Fund Fund Total
ASSETS
Cash and cash eguivajents 5 1,708130 3 - 5 1,709,130
Receivables:

Commercial 207,028 ~ 207,028
Oue from GovGuam General Fund 32,315 - az.315
Restricted assets:

Cash and cash equivatents - 210,832 210,932

Time certificates of deposit - 300,000 300,000

Total assels $_ 1.948 473 % 5_10__,932 M
LIABILITIES AND FUND BALANCES
Liahikities:

Accounts payabie 3 34,508 3 ~ % 34,908

Accrued payrotl and other liabilities 8,374 - 8.374

Deferred revenue 169 525 - 169,529

Total liabilities 212,811 - 212,811
Fund balances:
Reserved for;
Restricted - 510,832 510,932
Commiited 1,707,389 - 1,707,389
Assigned 28,273 . _ 28,273
Totai fund balances 1,735,662 510,832 2,246 594
Total liabilities and fund balances $ 1.94B473 5 510,832 5 w’2,4-59{405

See Accompanying independent Auditars’ Report.
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CHAMORRO LAND TRUST COMMISSION

Combining Balance Sheet
September 30, 2012

R

L Chamarra Chamorro
Land Trust Loan
] Operations Guaraniee
| Fund Fund Total
§ ASSETS
i Cash and cash equivalents $ 901,361 $ ) $ 901,361
Receivables: -
Commercial 337,102 - 337,102
Due from GovGuam General Fund 239,638 - 239,636
- Restricted assets:
% Cash and cash equivalents - 208,387 209,387
= Time certificates of deposit . 300,000 300,000
% Total asseis 3 1,478,099 & 508,387 $ 1,987,486
LIABILITIES AND FUND BALANCES
§ Liabiiities:
Accounts payabie $ 5,403 $ - $ 5,403
5 Accrued payroll and other liabilities 7,098 - 7,098
% Deferred revenue 311,322 - 311,322
Total liabilities 323,823 - 323,823
% Fund balances:
Reserved for:
i Restricted - 509,387 509,387
t Commiited 1,127,771 - 1,127,771
F Assigned 25,505 - 26,505
Totaf fund balances 1,154,276 509,387 1,663,663
Total fiahilities and fund balances ¥ 1478089 3 519,387 $ 1,98_1485

See Accompanying independent Auditors” Repart.
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CHAMORRO LAND TRUST COMMISSION

Combining Statement of Revenues, Expenditures, and Changes in Fund Balances

Year Ended September 30, 2013

Revenues;
Lease rentals;
Commerciai
Agriculturatl and residential
Royalties
Land trust application fees
Interest income

Total revenues

Expenditures:
Salaries and wages ~ regular
Salaries and wages - fringe benefits
Health benefits
Cantractual services
Building rent
Supplies
Capital outiays
Miscellaneous

Totai expenditures
Net change in fund baiances
Fund balances at beginning of year

Fund balances at end of year

Chamorro

Land Trust

QOperations
Fund

Chamorro
Loan
Guarantee
Fund

S 722203
2,906
319,861
5,500

1,825

1,053,297

222,127
66,784
34,075
79,470
48,000

4,552
15,303
1,600

471.911

w

581,386

1,154,276

1,545
509.387

$ 1,735,662

3

510,832

See Accompanying Independent Auditors’ Repart.
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Totat

3 722,205
2,906
319,861
6,500

3,370

1,054,842

222127
86,784
34,075
79,470
48.000

4,552
15,303
1,600

471,911
582,931
1,663,663

$ 2,246 594
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CHAMORRO LAND TRUST COMMISSION
2 Combining Statement of Revenues, Expenditures, and Changes in Fund Balances
= Year Ended September 30, 2012
o Chamorro Chamorro
Land Trust Loan
g Operations Guaraniee
& Fund Fund __Totat
. Revenues;
g&% Lease rentals:
- Commercial 5 551659 g - 3 551659
e Agricutiural and residential 1,896 - 1,898
| Royalties 457,575 - 457,575
' Land trust appiication fees 4,950 - 4,950
z Interest income 529 851 1,380
Total revenues 1,016,609 851 1,017,460
% Expenditures:
k Salaries and wages ~ regular 285,184 - 285,184
- Salaries and wages - fringe henefits 84,246 - 84,246
§ Health benefits 27,039 - 27,039
Coniractual services 20,658 - 20,658
Building rent 20,000 - 20,000
g Supplies 19 850 ; 19,859
Equipment 19,321 - 19,321
Utilities - power and water 115 - 115
Capifal outlays 41,964 - 41,968
Miscellaneous 1,409 - 1,409
Total expenditures 519,799 - 519,799
Excess of revenues aver expenditures 495 810 851 497 661
Other financing sources:
x Proceeds from sale of land 64,556 - B4 555
i
Nef change in fund balances 561,366 851 562,217
Fund balances at beginning of year 592,910 508,535 1,101,446
Fund balances at end of year $ 1154276  § 500,387  $ 1,663,663

See Accompanying Independent Auditors' Report.

23



prmty
e 4

i

g

CHAMORROC LAND TRUST COMMISSION

Supplementaj Scheduie of Empioyees and Sajaries
Years Ended September 30, 2013 and 2012

Salaries and wages - reguiar

Number of employees:
Director
Land Agents
Pianner
Records Managemeant
Other Administrative Staff

Total nhumber of employees

See Accompanying Independen! Auditors’ Repart.
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2013 2012

3 222127 3 285,184
- 1

3 3

1 1

1 1

3 2
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Deloitte.

INDEPENDENT AUDITORS’ REPORT 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

Board of Commissioners
Chamorro Land Trust Commission

We have audited, in accordance with the auditing standards generaily accepted in the United States of
America and the standards applicabie to financiai audits contained in Government Auditing Standards
issued by the Comptroiler General of the United States, the financial statements of the Chamorro Land
Trust Commission (the Commission or CLTC), which comprise the balance sheet as of September 30,
2013, and the retated statement of revenues, expenditures and changes in fund balance for the year
then ended, and ithe related notes to the financial statementis, and have issued our report thereon
dated December 29, 2014.

internai Contro! Over Financial Reporting

In planning and perfarming our audit of the financial staternents, we considered the Commissian’s
internatl control over financial reporting {internal contral) to determine the audit procedures that are
appropriate in the circumstances for the purposa aof expressing our opinian on the financial statements,
but not far the purpose of expressing an opinion on the effectiveniess of the Commission’s internal
cantrol. Accordingly, we do not gxpress an opinion on the efiectiveness of the Commissian’s internal
control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph
and was not designed to identify 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, However, as described in the accompanying Scheduie of Findings and
Responses, we identified certain deficiencies in internal controf that we consider to be material
weaknesses or significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not aliow
managemeant or empioyees, in the normal course of performing their assigned functions, to prevent, or
delect and correct, misstaternents on a tmely basis. A rnaferial weakness is a deficiency, or a
combination of deficiencies, in internal cantrol, such that there is a reasonable possibility that a material
misstatemnent of the entity’s financial statements will not he prevented, or detected and correcled on a
timely basis. We consider the deficiencies described in the accompanying Schedule of Findings and
Responses as items 2013-1 thraugh 2013-5 1o be material weaknesses.
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Comptliance and Other Matters

As part of obtaining reasonable assurance about whether the Commission’s financial statements are
free from materiai misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, cantracts, and grant agreemenis, noncompliance with which could have a direct and
material effect an 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 noncompiiance or other matters
that are required to be reported under Government Auditing Standards.

The Commission’s Responses to Findings

The Commission's respanses {o the findings identified in our audit are described in the accompanying
Schedule of Findings and Responses. The Commission's responses were not subjected to the
auditing procedures applied in the audit of the financial statements and, accordingly, we express no
opinion on them.

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 results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This repart is an integral part of an audit performed in

accordance with Government Auditing Standards in considering the entity’s internal contro! and
campiiance. Accordingly, this communication is nol suitable for any other purpose.

D S

December 29, 2014
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CHAMORRO LAND TRUST COMMISSION

Schedule of Findings and Responses
Year Ended September 30, 2013

Finding No. 2013-1

Accounting System

Cnteria:

An adequate accounting system shouid provide accurate and current financial reporting
information in accordance with generally accepted accounting principles identifying the receipt and
expenditure of non-appropriated funds and should be integrated with an adequate system of
internal controis to safeguard assets, check the accuracy and reliability of accounting data,
promotie operational efficiency, and encourage adherence to prescribed management policies.

Gondition:

The CLTC does not maintain adequale record-keeping for its non-appropriated funds on a formal
accounting system. Accordingly, no formal reconciliation process s in piace for generai ledger
account balances.

Cause:

The cause of the above conditian is the fack of utilization of a formal accounting system.

Effect:

The effects of the above condition are the lack of the ability to prepare accurate and reliable
financial statements in accordance with generally accepted accounting principles and an increased

risk of error or fraud in the receipt and expenditure of non-appropriated funds.

Recommendation:

We recommend that the CLTC eslabiish an adequate system of internal controis through the
implementation of a formal accounting system.

Prior Year Status:

The lack of maintaining adequate record-keeping for non-appropriated funds was reported as a
finding in the audits of the CLTC for fiscal years 2011 and 2012.

Auditee Response and _Corrective  Action Plan: Management concurs with the audit
recommendation. A land use plan is essential to the present and future direction in regards to the
issuance of leases for the respective programs.

Target Date of completion: End of FY2016 with consideration that the appropriate positions are
recruited.

a. Land Agent Supervisor
b. Planner {if
c. Program Coordinator 1V

Board Members and Director
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CHAMORRO LAND TRUST COMMISSION

Schedule of Findings and Responses, Continued
Year Ended September 30, 2013

Finding No. 2013-2

Collection and Monitoring of Accounts Receivable

Criteria:

Prompt and timely collection of receivables is critical to maximizing the GLTC cash flows and
minimizing exposure from uncollectible receivabies.

Condition:

As of September 30, 2013, the CLTC recorded lease receivables of $207,028, of which $115,349
remained uncollected 80 days after year end. Of the recorded amount of $207.028, $48,500 was
supported by a Memorandum of Agreement{ {(MOU)} with the licensee documenting repayment
terms and conditions of delinquent amounts.

Cause;

The cause of the above condition is the lack of timely collection of receivables.

Effect:

The effect of the above condition is the possibility of manetary loss and inaccurate financial
statements.

Recommendation:

We recommend that the CLTC establish policies and procedures requiring the timely coilection
and monitoring of accounts receivable and the entering into of MOUs with licensees in regards to
repayment of delinquent amounts,

Frior Year Status:

The fack of adequate internai controf policies over timely coliection of receivables was reported as
a finding in the audits of the GLTC for fiscal years 2011 and 2012,

Auditee Response and_Corrective Action Plan:  Management concurs with the audit
recommendation. Completion of this recommendation will provide a definite direction for
administrative support staff and will allow for the implementation of internal controis.

Target Date of completion: End of FY2015 or sooner considering that the following positions are
recruited.

a Administrative Assistant
b. Data entry clerk
c. Program Coordinator IV

HHoard Members and Director
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CHAMORRO LAND TRUST COMMISSION

Schedule of Findings and Responses, Continued
Year Ended September 30, 2013

Finding No, 2013-3

Coral Extraction Royalties

Critenia;

Mgnitoring and documentation of coral extraction royaities is critical to maximizing the CLTC cash
flows and property utilization.

Condition:

During the year ended September 30, 2013, the CLTC recorded coral extraction royalties of
$316,562 from two construction companies for mining activities on a CLTC leased property.
These revenues were not evidenced by an underlying agreement between the CLTC and/or the
lessee and the respective construction companies documenting the rates upon which royalties
were to be calculated. in addition, royalty revenues were not evidenced by a verification of actual
coral materials extracted.

Cause:

The cause of the above condition is the iack of adequate internal control poiicies requiring
monitoring and documentation of coral extraction royaities.

Effect:

The effect of the above condition is the possibilty of monetary loss and inaccurate financiai
statements,

Recommendation:

We recommend that the CLTC establish policies and procedures requiring the timely collection
and monitoring of accounts receivable.

Prior Year Slatus:

The jack of adeguate internal controf policies requiring monitering and documentation of coral
extraction royalties was reported as a finding in the audits of the CLTC for fiscal years 2011 and
2012,

Auditee Response  and Corrective  Action  Plan: Management concurs with the audit
recommendation. This type of recommendation will ensure that reviews of any and all future
ficenses are in accordance with the enable legislation.

Target Date of completion: End of FY 2015 with consideration that the appropriate positions are
recruited.

a. Land Agent Supervisor
b, Frogram Coordinatar IV

Board Members and Director
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CHAMORRO LAND TRUST COMMISSICN

Schedute of Findings and Responses, Continued
Year Ended September 30, 2013

Finding No. 2013-4

Loan Guaraniees

Criteria:

Monitoring of loans guaranteed by the CLTC is critical to minimizing the CLTC’s exposure to
losses due to defauit lcans.

Condition:

The CLTC has entered into a memorandum of understanding with the Guam Housing Corporation
and the USDA Rural Development to provide housing for low and moderate incomne residents of
Guam. The CLTC is authorized to {oan or guarantee the repayment of or otherwise underwrite
any authorized loan to a Chamorro homeland lessee up to a maximum amount not to exceed the
financial ability of the borrower. In the event of default, these Joan guarantees may shift the
lender's defauit risk entirely to the CLTC whereby the lender may call upon the CLTC to make
partial or full payment of the guaranteed loan. Although no losses were incurred during the year
ended September 30, 2013 by the CLTC due to loan defaults, no effective system of monitoring of
these guaranteed loans has been established by the CLTC with the respective loan institutions.

Cause:

The cause of the above condition is the lack of adequate internal controi policies requiring
monitering of loan guarantees.

Effect:

The effect of the above condition is the possibility of monetary loss and inaccurate financial
statements.

Recommendation:

We recommend that the CLTC estabiish policies and procedures requiring the periodic monitoring
of loan guarantees with the respective loan institutions,

Priar Year Status:

The lack of adequate internai control policies requiring monitoring of loan guarantees was reported
as a finding in the audits of the CLTC far fiscal years 2011 and 2012.

Auditee  Response and Corrective  Action Pian: Management concurs with the audit
recommendaticn. it is vital to the present and future day-to-day operations and programs of CLTC
and its beneficiaries that canstant reviews of any pending commerciai licenses are attended to
immediately. Commercial accounts are the primary source of income that funds the entire CLTC.

Target Date of completicn is undetermined because of the constant inquiries of potential
commercial licensees Reviews will be done on a weekly basis with consideration that the
appropriate positions are recruited.

a. Land Ageant Supervisor
b Land Agent Il
c. Pragram Coordinator IV
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CHAMORRO LAND TRUST COMMISSION

Schedule of Findings and Responses, Continued
Year Ended September 30, 2013

Finding No. 2013-5

Rentai Lease Agreement

Criteria:
Leasing of office space should be supported by an underlying lease agreement identifying the
terms and conditions of the landiord/tenant reiationship and the responsibilities of the respective
parties.

Condition:

During the year ended September 30, 2013, the CLTC occupied certain office space at a cost of
$4.000/month. No underlying lease agreement was available supporting the monthly rent
expenditure. Instead, an Invitation for Bid in the name of the Department of Land Management,
dated April 16, 2010, was provided indicating rental cost of $58,327/month.

Cause:

The cause of the above condition is the lack of a negotiated lease agreement.

Effect;

The effect of the above condition is the possibility of unauthorized expenditures.

Recommendation:

We recommend that the CLTC enter into a format office space iease agreement.

Auditee Response and Carrective Action Plan:

As panl of the Governor's Advisor No. 5 that was later superseded by Advisory No. 8 CLTC was
merged into the Departrment of Land Management {DLMj. in FY 2013 DLM was under a office
space lease contract with Fujita Propenties, Inc. effectuated through a GSA Bid. As a result CLTC
was utilizing office space under DLM'’s office space lease contract. To ensure that the merger did
not have a negative effect on the operations of DLM financially CLTC paid for the space used.

With guidance from GSA we do not feel that a formal office space Izase agreement is necessary
because CLTC is or has been merged into the DLM. Alsc, as part of the GSA Bid the awarding
bidder signs the contract which outlines all the specifications and is held liable to ensure that alf
terms and conditions are fulfifled.

Auditor Response:

We refterate our recommendation that the CLTC enter into a formal office fease agreement.
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o CHAMORRO LAND TRUST COMMISSION

Unresolved Prior Audit Findings
;{% Year Ended September 30, 2013

=z The status of unresolved prior year findings is discussed in Schedule of Findings and Responses
section of this report.
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