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February 5, 2011

The Board of Directors
Guam Preservation Trust
Suite 211, Second Floor
194 Hernan Cortes Avenue
Hagatna, Guam 96910

Dear Members of the Board:

We have performed an audit of the financial statements of the Guam Preservation Trust (the
Trust), a component unit of the Government of Guam, as of and for the year ended September 30,
2010, in accordance with auditing standards generally accepted in the United States and the
standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States, and have issued our report thereon dated February
5,2011.

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

REQUIRED COMMUNICATIONS

Statement on Auditing Standards No. 114, The Auditor’s Communication With Those Charged
With Governance, and other professional standards require the auditor to provide the Finance
Committee (the Committee) of the board of directors (or those charged with governance) with
additional information regarding the scope and results of the audit that may assist the Committee
(or those charged with governance) in overseeing management’s financial reporting and
disclosure processes. We summarize our communications as follows:

Auditor's Responsibilities under Auditing Standards Generally Accepted in the United
States (US GAAS)

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

A member firm of Ernst & Young Global Limited
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Auditor's Responsibilities US GAAS, continued

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

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

The Adoption of, or a Change in Significant Accounting Policies

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

There were no changes in the Trust’s significant accounting policies during the year ended
September 30, 2010. The Trust continues to apply its accounting policies in an appropriate
manner and is disposed toward high quality financial reporting and application of accounting
policies.

Auditor’s Judgments About the Quality of the Trust's Accounting Principles

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

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

Sensitive Accounting Estimates

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

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

Management’s judgment is called upon in:

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

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

Significant Audit Adjustments

We proposed four adjusting journal entries, which the Trust subsequently agreed to be reflected
in the financial statements. Certain reclassifying journal entries have also been made relating to
the investment accounts (see Appendix A — Adjusting and Reclassifying Journal Entries).

Unadjusted Audit Difference Considered by Management to be Inmaterial

There are no unrecorded audit differences (including the effects of correcting or reversing prior
year audit differences) relating to the current year financial statements. However, we noted that
the management of the Trust had not remitted payments to the owners of the Rosario Estate.
Unpaid amounts total approximately $104,000 since the Trust’s last payment in September 1999.
As a component of the Government of Guam, the Trust is covered under the Government Claims
Act and accordingly, past due rentals for the 18 month period totals approximately $14,000.
Management of the Trust believes this is the maximum exposure under the Government of Guam
Claims Act. Furthermore, it is the Trust’s position that no liability exists as the lessors have not
pursued collections of the past due amount since 1999 and the Trust is attempting to terminate
the lease.

Other Information in Documents Containing the Audited Financial Statements

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

Consultation with Other Accountants

There were no consultations made with other accountants during the audit that we are aware of.
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Disagreements with Management on Financial Accounting and Reporting Matters

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

Major Issues Discussed with Management Prior to Retention

There were no major issues discussed with the Trust’s management prior to our retention.

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

We are not aware of any significant unusual transactions recorded by the Trust or of any significant

accounting policies used by the Trust related to controversial or emerging areas for which there is a
lack of authoritative guidance.

Serious Difficulties Encountered in Dealing with Management in Performing the Audit

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

Fraud and lllegal Acts

We are not aware of any matters that require communication. Furthermore, the Trust’s management
has represented to us that they were not aware of any fraud or illegal acts for the period from October
1, 2009 to February 5, 2011 (see Appendix B — Management’s Representation Letter).

Significant Deficiencies and Material Weaknesses in Internal Control

We have identified significant deficiencies in internal control during the course of our audit which
have been included in our separately issued Management Letter and the Compliance and Internal
Control report dated February 5, 2011.

Independence

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

We also confirm that we are independent with respect to the Trust within the meaning of the
applicable published rules and pronouncements, its interpretations and rulings.



The Board of Directors
Guam Preservation Trust

This report is intended solely for the use of the Trust’s board of directors and management, the Office
of Public Accountability, and is not intended to be and should not be used by anyone other than these
specified parties. However, this report is also a matter of public record.

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

Very truly yours,

Ermat ¥ MLLP
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APPENDIX A - Adjusting and Reclassifying Journal Entries

Guam Preservatlon Trust
Year End: September 33, 2010
Adjusting journal antries
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APPENDIX A - Adjusting and Reclassifying Journal Entries, continued

Guam Presarvation Trust
Year Endl: Septermnber 30, 2010
Reelazzifylng Jaurnal antrlas
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APPENDIX B - Management Representation Letter

Guam PreservaTiON TRUST

P.O. BOX 3038 - Hagétfia, Guam 56832
Tel; (671) 472-9439/40 » Fax: (671) 477-2047
ww.guampreservationtrusL.com

Emst & Young LLP
Ernst & Young Building
231 Ypao Road, Suite 201
Tamuning, Guam $6931

In connection with your sudits of the basic financial stetements of the Guam Preservation Trust
{the “Trust™) as of September 30, 2010 and 2009 and for periods then ended, we recognize that
obtaining representations from us concerning the information comained in this letter is a
significant procedure in enabling you to form an opinion whether the financial statements present
fairly, in all material respects, the financial position of governmental activities, the busincss-type
activitics, the aggregate discretely presented component units, each major fimd and the aggregate
remaining find information of the Trust and the respective changes in financial position and cash
flows, where applicable, thereof in conformity with U 5. gensrally accepted accounting principles.
Certain representations in this letter are described as being limited to matters that are material.
Items are considersd material, regardless of size, if they involve an omission or misstatement of
accounting nformation that, in light of surrounding circomstances, makes it probable that the
Judgment of & reisomable person relvng on the mformation would be changed o influenced by the
omission or misstatement.

Accordingly, we make the following representations, which are true to the best of our knowledge
and befief

Managemeni's Responsibilifies

Emst & Young LLP assisted in drafiing the formar of the financial staterment footnotes and the
formatting of the various fund financial staternents that appear in the Trust’s financial statements
in accordance with standards of the Governmental Accounting Standards Board, Management
acoepts responsibility - for the fund financial statenents that appear in the Trust’s Snancial
statemnents as our own and have prepared the source documents for all transactions and have
maintained accounting contral,

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

The financial statements properly classify all funds and activities.

Met asset components (invested in capital assets, net of related debt; restricied; and unrestricted)
and fund balance reserves and desipnations are properly classifisd and, if applicable, approved,
Required supplementary information (MD&A) and other schedules are measured and presented
within prescribed guideEnes.

We have no plans or intentions that may materially affect the carrying value or classification of
assets and Habilities.
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APPENDIX B - Management Representation Letter, continued

Grovernmental entitiex

We recognize that we are responsible for the Trust’s compliance with the laws, regulations, and
contracts that are applicable 10 il We have identified and disclosed to your representatives, all
laws and regulations that have direct and material effect on the determination of financial
SIBIEMEnt AnMOunLs,

Unrecorded Audiy Differences

We acknowledge that the Trost has not remitied payments to the owners of the Rosario Estate.
Unpaid amounts total approximately 104,000 since our last payment in September 1599,
However, a8 a component of the Government of Guam, the Trust is covered under the
Government Claims Act. This prohibits the lessor fiom pursuing collections of emounts beyond
the most recent 18 month period from September 30, 2010, accordingly, past due remals for the
18 month period totals approximately $14,000. We believe this is our maximum exposure under
the Government of Guam Claims Act. Furthermore, our position is that no liability exists as the
lessors have not pursued collections of the past due amount since 1999 and we are attempting to
terminate the lease,

Other than described above, there are no unrecorded audit differences (including the effects of
correcting or reversing prior year audit differences) relating to dgcmuu}wﬁ:mm:]
staternents.

Tntermal Contral

There are no transactions of a material nature, individually or in the aggregate, that have not been
properly recorded in the accounting records underlying the financial statements.

We have communicated to you all significant deficiencies and material weaknesses in the design or
operation of internal control over financial reporting.  There have been no significant changes in
internal comtrol since September 30, 2010,

Minutes and Contracis

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

We abo have made availsble to you sl significant contracts and agreements and have
communicated to you all significent oral agreements. We have complied with all aspects of
contractual agreements that would have a material effect on the financial siatements in the event
of noncompliance.

Guam FRESER"M’I‘[D‘J TRUST

F.0. BOX 3036 + Hegdina, Guam 96952 « Tal: (571 ) 4T2-043040 » Fap (§71) 4T7-2047 » Email; preservationiwleguam.net
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APPENDIX B - Management Representation Letter, continued

Minutes and Contracts, continued

The dates of Board of Director meetings from October 1, 2009 1o date of this letter are as
filbows: 3

November 18, 2009

December 16, 2009

Jamuary 13, 2010

February 10, 2010

March 18, 2010

May 12, 2010

August 4, 2010

September 15, 2010

December 9, 2010
Risks and Uncertainties ;

" There are no risks and uncertainties related to significent estimates and current vulnerabilities due
to material concentrations that have mot been disclosed in accordance with the Financial
Accoumting Standards Board (FASB) Accounting Standerds Codification (ASC) 275, Rivks and
Uncertainties,

Ownership and Pladging of Assets

There are no properties capitalized under capital leases, The Trust has satisfactory title to all
&asets appearing in the balance sheets/statements of net assets. No security agreements have been
executed under the provisions of the Uniform Commercial Code, and there are no liens or
encumbrances -on assets, nor has any asset been pledged. Al essets to which the Trust has
satisfactory title appear in the balance sheets/statements of net assets.

Recehvables

Receivables represent valid claims agninet the debtors indicated. Adequate provision has been
mede for lnssss that may be incurred subsequent to the halance shest dates,

Fimancial Instramenis

The Trust has properly classified equity securities with readily determinable fair values as either
available-for-sale or trading,

Significant concentrations of credit risk arising from all financizl instruments and information
about the collsteral supporting such financial instruments has been properly disclosed in the
{inancial statements.

Pension Benefis

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

GUAM PRESERVATION TRUST

INANGOKKON INADAHI GUAHAN

P BOX 3036 » Haghehs, Guam 96332 « Tel: (B71) 472-8439040 » Fax: (571) 477-2047 » Email: pressrvationgtelaguam.nat
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APPENDIX B - Management Representation Letter, continued

Pension Bengfits, continued

Employees of the Trust are not Government of Guam emplovess and, accordingly, do not
participate in the Governinent of Guam”s retirement system.

Cantingent Liabilities

There are no unasserted claims or assessments, mmgﬁ:mnwlwymhwndwmuﬂ
that are probable of assertion and must be disclosed in accordance with ASC 450-20,
Contingencies — Loss Contingencies other than those disclosed in the financial statements.

There have been no violations or possible violations of laws or regulations in any jurisdiction
whose effects should be considered for disclosure in the financial statements or as a basis for
recording 2 loss contingency.

There have been no vinlations of provisions of contracts and grant agreements with effects that
muhmmﬂuﬁdﬁrd‘mbnmnthaﬁmulmmahmﬁ:rmmﬂmahﬂ
contingency, other then those disclosed in the financial statements.

There have been no indernal investigetions or commwmications from regulatory agencies or
government representatives conceming investigations or aliegations of noncompliance with laws
or regulations in any jurisdiction, noncomplisnce with or deficiencies in finencial reporting
practices, or other matters that could have a materal effect on the financial statements.

There are no other labilities or gain or loss contingencies considered material, individually or in
the aggregate, that are required to be accrued or disclosed by ASC 450-20 other than those
accrued or disclosed in the financial statements, nor are there amy accruals for loss contingencies
included m the balance sheets/statemernts of net assets that are not in conformity with the
provisions of ASC 450,

Fraud

We acknowledge our responsibility for the design and implementation of programs and controls to
prevent and detect frand Wi have no knowledge of any frand or suspected frand involving
managemeni or other employees who have a significant role in the Trust’s internal control over
financial reporting. In addition, we have no knowledge of any fraud or suspected fraud involving
-other employees where the fraud could have a matarial effsct on the financial statemenrs. We have
disclosed 1o you all allegations of financial improprieties, ncluding fraud or suspected fraud,
coming to our attention (regardless of the source or form and including, withoot Gmitstion,
allegations by “whistle-blowess™) where such allegations could result in a misstatement of the
fmancial statements or otherwise affect the financial reporting of the Trust.

Independence

Based on inquiries we have made of our officers and board directors, we are not aware of any
business relationship between any such officer or board director (or any cntity for or of which
such an officer or dirsctor acts in a similar capacity) and Emst & Young LLP or any other

member firm uﬁhﬂghhlM&Yﬂmnmn(nrnfwhch.mE?Fm}.mm
one pursiar to which an EY Firm performs professional sarvices.

GUAM PRESERVATION TRUST

PO B0 3006 « Hagdifia, Guam SE332 « Tel (671) 472943840 « Fax: (B71) 477-2047 « Email: presanationralaguam. nat
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APPENDIX B - Management Representation Letter, continued

‘We are not aware of any réason that Emst & Young LLP would not be comsidered to be
independent for purposes of the Trust's andit. '

We are not aware of eny capital lease, material cooperative arrangement, or.other business
relationship between the Troust and Emnst & Young LLP or any other member of the global Ernst

& Young organization.

Conjlicts of Interest

There are no instences where any officer or employes of the Trust has an interest in a company
wilh which the Trust does business that would be considered a “conflict of interest.™ Such an
interest would be contrary to Trust policy. y

Bubsequent Events

Subscquent to September 30, 2010, no events or transactions have cecurred or are pending that

would heve & material effsct on the financial statements at that date or for the period then ended,

or that are of such significance in relation to the Trust"s affairs to require mention in a note to the

financial statements in order to make them not misleading regarding the financial position, results

of operations, or cash fows of the Trust.

We recognize that we are responsible for the Trust's compliance with the laws, regulations, grant

agreement, and contracts that are applicable to . We heve identified and dischosed to your

representatives all laws and regulations that have a direct and meterial eifect on the determination -
of financia] statement amounts.

GUAM PRESERVATION TRUST

INANGOKKON INA

P.O. BOX 3036 - Hapitfa, Guam 98032 - Tek (B71) 472-0488/40 » Fax: (B71) 477-2047 - Emall: preservafion@rsleguarn.nat



The Board of Directors
Guam Preservation Trust

APPENDIX B - Management Representation Letter, continued

We understand that your audits were conducted i sccordance with snditing standards generally
gcoepted in the United States 85 promulgated by the American Institite of Certified Public
Accountants and the standards applicable to financial sudits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, and were, thersfore, designed
primarily for the purpose of expressing &n opinion on the basic financial statements of the Trust
and that your tests of the accounting records and other auditing procedures were limited to thoss
that you congidered necessary for that purpose. '

Very truly yours,

Ghat
-

GuaM PRESERVATION TRUST

INANGOEKON INADAHI GUAHAN

PO, BOX 3038 « Hagaifa, Guam B5032 - Tel: (671) 472-043040 + Fax: [671) 477-2047 - Emai: preservationBtalaguam.not
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APPENDIX B - Management Representation Letter, continued
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Concurrence:

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

N INADAHI GUAHAN
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APPENDIX B - Management Representation Letter, continued
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Concurrence:

The above adjustments have been discussed with us and we agree 1o record them

Gt 2 =

Imthuhn Chief Program Officer

GUAM PRESERVATION TRUST

NAaDAHI GUA'HAM
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