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The Board of Directors
Guam Preservation Trust

We have performed an audit of the financial statements of Guam Preservation Trust, a component
unit of the Government of Guam, as of and for the year ended September 30, 2018, 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 March 28, 2019.

This report summarizes our communications with those charged with governance as required by
our professional standards to assist you in fulfilling your obligation to oversee the financial
reporting and disclosure process.

REQUIRED COMMUNICATIONS

Professional standards require the auditor to provide the Board of Directors (the Board or those
charged with governance) with additional information regarding the scope and results of the
audit that may assist the Board (or those charged with governance) in overseeing the financial
reporting and disclosure processes which the management of the Trust is responsible. We
summarize these required communications as follows:

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

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

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 will 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.

Our responsibilities are included in our audit engagement letter.
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The Adoption of, or a Change in Significant Accounting Policies

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

Effective October 1, 2017, the Trust implemented:

e GASB Statement No. 75, Accounting and Financial Reporting for Postemployment
Benefits Other than Pensions

GASB Statement No. 81, Irrevocable Split-Interest Agreements

GASB Statement No. 82, Pension Issues

GASB Statement No. 85, Omnibus 2017

GASB Statement No. 86, Certain Debt Extinguishment Issues

Auditors’ Judgement about the Quality of the Trust’s Accounting Principles

We discussed our judgment 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 policy
and their application and the clarity and completeness of the financial statements and related
disclosures.

Sensitive Accounting Estimates

Certain estimates are particularly sensitive due to their significance to the financial statements and
the possibility that future events may differ significantly from management’s expectations.

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

Management’s judgment is called upon in:

e Preparing budgets that are used to administer and monitor the Trust’s operations. These
budgets include determining how existing financial resources will be used in the Trust’s
operations.

e Determining the valuation of investments held.

e Evaluating whether there are indications that the carrying value of the Trust’s long-lived
assets is impaired.

e Determining the reasonableness of economic useful lives assigned to depreciable assets.

e Determining the adequacy of the allowance for doubtful accounts.
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Uncorrected misstatements, related to accounts and disclosures, considered by management
to be immaterial

We did not identify any uncorrected misstatements, related to accounts and disclosures, during our
audit.

Material corrected misstatements, related to accounts and disclosures

As a result of our audit procedures, material misstatements were brought to the attention of
management and were corrected during the current period (see Appendix B — Summary of
Corrected Misstatements).

Other Information in Documents Containing the Audited Financial Statements

We reviewed the Management’s Discussion and Analysis and Supplementary Information to the
financial statements to ensure consistency with the audited financial statements.

Consultations with Other Accountants

We are not aware of any consultations that management may have had with other accountants
regarding any significant auditing and accounting matters during the fiscal year ended September
30, 2018.

Disagreements with Management on Financial Accounting and Reporting Matters

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

Major Issues Discussed with Management Prior to Retention

There were no major accounting issues discussed with 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 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.
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Fraud and illegal acts

We are not aware of any matters that require communication. Furthermore, the Trust’s
management has represented to us that they were not aware of any fraud or illegal acts for the
period from October 1, 2017 to March 28, 2019 (See Appendix A — Management Representation
Letter).

Control Related Matters

We have communicated to management, in a separate letter also dated March 28, 2019, certain
deficiencies and other matters that we identified during the audit.

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

*hhkkkhkhkkkhkhkhkkikhkhkkhkhkhkkikhkkhkhhkkhkihkkikihkkikiikik

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

Very truly yours,

Sant + LLP
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Appendix A — Management Representation Letter

GUAM PRESERVATION TRUST

INANGOKKON INADAHI GUA HAN

P.O. Box 3036 » Agana, Guam 96932
Tel: (671) 472-9439/40 » Fax: (671) 477-2047

March 28, 2019

fnst & Young LLP

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

In connection with your audit of the basic financial statements of the Guam Preservation Trust
(the Trust) as of September 30, 2018 and for year then ended, we recognize that obtaining
representations from us concerning the information contained 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 the Trust, and the respective changes in financial
position and cash flows in conformity with U.S. generally accepted accounting principles.

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

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

Management’s Responsibilities

We have fulfilled our responsibilities, as set forth in the terms of the audit engagement
agreement dated December 2, 2016, for the preparation and fair presentation of the financial
statements (including disclosures) in conformity with US generally accepted accounting
principles (US GAAP) applied on a basis consistent with that of the preceding years.

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

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

e Additional information that you hayve requested from us for the purpose of the audit

o Unrestricted access to persons within the Trust from whom you determined it necessary
to obtain evidence

Ernst & Young LLP assisted in drafting the format of the financial statement footnotes and the
formatting of the various fund financial statements that appear in the Trust’s financial statements
in accordance with standards of the Governmental Accounting Standards Board (GASB).
Management accepts responsibility for the fund financial statements that appear in the Trust's
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Appendix A — Management Representation Letter, contintued

financial statements as our own and have prepared the source documents for all transactions
and have maintained accounting control.

W have made avallable o your representatives all financlal reconds and related data,
Tha financial statements properdy classify all funds and activities.

Met asset components (imeested in capital assets, net of refated debf restricited; and
unresiricted] and fund balance reserves and designations are proparly classified and, o
applicable, approved. Reguired supplementary information (MD&A) and other schedules are
measured and pressnted within prescribed guidslines.

We have no plans or intentions that may materially affect the carmying value or classdication of
asaets and liabllities,

Recipients of governmental financial assistance and/or audits performed in accordance
with Governmeni Audifing Standards

We recognize that we are responsible for the Truat's compliance with the laws, regulatons,
prowvisions of contracts and grant agrasments that are applicable to #. We have identified and
disclosed to your represantativas, all laws, regulations, provisions of confracts and grant
agreermants thal have direcl and maleral eflect on the determinalion of fimancial statement
amounts or other financial data significant to the audit objectives.

Wa have identified to your representatives all previous audits, atiestation engagemants, and
other studies related to the audit abjectives and whether the related recommendations have
boan mplamanted,

Thar has bean no noncompliancs or possible noncomphance with provisions of contracts or
grant agreements in any jurisdiction whose effects should be considered for disclosure in the
fimancial statemeants or as a basis for recording a loss contngency.

Thers hawe bean no instances of abuse that have ccourred or are likaly to hawve cccumed that
could be gquantitatively or gualitatively material to the financial statements.
Uncorrected Misstatements

There are no uncorrected misstaternents (including the effects of cormecting or reversing prior
year uncormectad misskatements), or uncorectad misslatements in disclosures rekating bo the
current year financial staternens,

Imtermal Controd

Thers are no meterial transactions that have not been properdy recordsd in the accounting
records underlying the financial staterments.

We are not aware of any signiflcent deficlencies or material weaknesses In the design ar
aperation of intermal control over financial reporting. There heve been no significant changes in
interal control since September 30, 2018,

GUAM PRESERVATION TRUST 2
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Appendix A — Management Representation Letter, contintued

Minutes and Contracis

The dates of meeting of directors and cormmitteas of directors from October 1, 2017 to date of
this lefber are as lollows:

# Dacambsr &, 2017 = April 13, 2018 # Cotober 5, 2018 = Januwary 29, 2018
= January 31, 2018 = Juhy 31, 2018 + October 31, 2018 = February 22, 20159
= March 8, 2018 = August 21, 2018 s January 11, 2018

We have made avallable to you all minutes of the mestings of directors and committees of
directars or summaries of actions of recent meeltings for which minutes have not yel baen

praparad.

We also have made avallabla to you all significant confracts, inclueding amendments, and
agreements and have communicated o you all significant oral agreements. We have complisd
with all aspects of contractual agreements that would have a materisl effect on the financial
statemanis in the event of noncompliance. including &ll covenaents, conditions or other
requiraments of all outstanding debt.

Significant assumptions

Significant assumptions used by us in making accounting estimates, including those measured
at fair value, are reasonable and supportable.

Ownership and pledging of assets

Eucept for assets capitalized under capital leases, the Company has satsfactory tite to all
aaseis appasring in the statement of net position. Mo security agreements heve been executed
under the provisions of the Uniform Commercial Coda, and thare are no llens or encumbrances
on assets, nor has any asset been pledged. All assets to which the Company has satistactory
title app=ar in the atatement of met position.

Recelvables and revenues

Receivables represent valid claims against the debtors indicated and do not include amounts for
goods shipped or services provided subsequent to the slatement of nel position date, goods
shipped on consignment, of other types of arrangements not constiluting sales. Recelvables
hawve been determined in accordance with all relevant GASH Statements, including GASE
Statements No. 33 and 62 — as amended,

Adequate provision has been made for kosses, costs and expenses that may be incurred
subseguent to the statement of net position date in respect of any sales and aenvicea rendered
prior to that date and for uncollectible accounts, discounts, returns and allowances, etc., that
rmay be incurmed in the collection of recenvables at that date,

Wea have disclosed to you all sales terms (both expressed and implisd), including all rights of
reliern of price adjustments and warranty provisions. Wa have made available to you all
significant contracts, communications (efther witten or aral), and offer rlevant information
pertaining o arangements with our cusiomers, incleding desiributors and resalers,
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Appendix A — Management Representation Letter, contintued

Fair value measuraments

We are responsible for the estimation methods and assumptions used in measuring assets and
liabilities réported or disclosed at fair valus, inclueding information obtained from brokers, pricing
sanvices of othar third parties. Our valuation techmigues have been consistently applied from
poriod o period.  The fair value measurements reported or disciosed represent our best
estimate of fair value as of the measurement dale in accordance with the requirements of GASB
Statement Mo, 72 - as amended.  In addition, our dsclosures mialed o fair value
measurements are consistant with e objecthves owtlined In GASE Statement Mo, 72 - as
amended.

Long-lived assels fo be held and used, including amaortizable infangible sssots

Mo events or changes m circumstances have occumred that indicate the camying amounts of
long-inved assats to be held and used, including intangible assets that are subject to
amaortization, may not be recoverable,

Related party relationships and fransactions

Wa have made avaiable to you the names of all related parties and all redationships and
transactions with related parties,

The substance of transactions with related parties as defined in GASE Statement Mo, G6—as
amended, has been considered and approprate adjustments or disclogures sre made In the
basic financial staterments, and information concerning these transactions and amouvnts have
baen mads availzble to you.

Side agreements and other arrangements

There have been no side agreements or olher arangaments (aither written or oral) that have
net been disclkosed 1o you,

Arrangements with financial institutions

Arrangements with financial institutions imeohing compensating balances or other erangements
invodving restrictions on cash balances and line-of-credit or similar arrangemeants hawve baen
propery recosded or disclosed in the financial statements.

Events of default under debt agreemenits
The Trust doss not have any debt agreements.

Contingent Liabilities

There are no unasserted claims or assessments, including thoss our lawyers have advised us
of, that are probable of assertion and must be disclosed in accordance with GASE Statement
Mo, 62 - as amended,
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Appendix A — Management Representation Letter, contintued

Thera have been no violations or possible violations of laws or regulations in any jurisdiction
whose eflects should be consldered for disclosure [n the financial statermnents of as a basis for
recording a loss contingency,

There hawve been no intemnal investigations or communications from regulatory agencies or
oovemmeant representatives conceming investigations or allegations of noncompfiznce with
laws or regulations in any jurisdiction, noncompliance with or deficiancies in financial reporting
practices, or othar matters that could have a matarial effect on the financial statemanis.

Theara ara no ather liakilities or gain or loss contingancies considarad material, individually or in
the aggregaie, that are required io be accrued or disclosed by GASE Statement No. G2-—as
amended, nor are thare any accruals for loss contingencies included in the statemants of nat
positian of gain contingencies reflacted in eamings that are not in conformity with the provisiona
of GASE Staternant Mo, 62—as amended.,

Oral or writlen guarantees
There are no aral or writlen, incheding guarantees of the debt of others.

Pension Benefits

We have discloasd to wou all significant pension benefits promised and have made svsilabée to
you all significant summary plan descriptions, benefit communications, and all other relevant
information, including plan chamges that constibute the plan.

Purchase commitmenis

At September 30, 2018 the Trust had no purchase commitments for inveniores in excess of
normal requiremsants or at pricas that wena in excess of market at that data.

Thare were no agreements or commitments to repurchase asssts previously sold. There wers
o matensl commitments outstanding at September 30, 2018 28 A result of being & party to
futures or forwards contracts, short sales or hedge transactions.

Required supplementary information
We acknowledge our responsibility for the reguired supplementary information on the
management's discussion and analysis, which have been measured and presented in

conformity with the guidelines established by the Govermnmental Accownting Standards Board in
its GASE Statemant Mo. 34.

Thare have been no changes in the methods of measurement or presantation of the required
supplemeantary information from those usad inthe prior period.

There are no significant assumptions or inferpretations underlyving the measurement or
presentation of the informatian.

Supplementary information _
We are responsibée for the preparation and falr presentation of the Govemmental Funds
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Appendix A — Management Representation Letter, contintued

Balance Sheet'Statement of Met Position; Statement of Govemmental Fund FBevenues,
Expenditures and Changes in Fund Balance/Statament of Activilies: and the Schedule of Grant
Projects Reserved for Encumbrances (the “supplementary information”). We believe the
supplementary information, including the form and contert, s faify stated in all materal
respects In relation to the basic financlal statements as a whale.

Thers have been no changes n the methods or measurement or presentation of tha
supplermentary irformation from thosa used in tha prior pariod.

There are no significant assumptions or interpretations underying the measusement or
prasentation of the mformation.

Effacts of new accounting principles
A5 discussed in Nota 1 to the financial statements, wa have not completed the process of

evaluating the effects that will resull from adopting the amendments to the following codification
provided in Governmental Accounting Standards Board [(GASE):

= GASE Stalement Mo, &3 = GASE Statement No, 88
« GASE Siatement Mo. 84 = GASB Statemant Mo, 89
GASE Smatement No, &7 =  GASB Statement No, 90

The Trust is therefore unable to disclose the effects that sdopting the amendments in the
aforementioned GASE Statements will have on its financial position and the changes in its
linancial pasition whan such statements are adopted.

Fraud

We acknowledge our responeibility for the design and implementation and maintenance of
programe and intemnal control to prevent and detect frawd.

We have no knowledge of any fraud or suspected fraud involving managefnent or other
employess who have a significant rale in the Trust's internal contral over financial reporting. In
addition, we have no knowledge of any fraud or suspected fraud imsaolving other employoes
whare the fraud could have & material effect on the financial statements.

We have disclosed 10 you the resulls of our assessment of the risk that the financial statements
may ba matarially misstaled as a resull of fraud, We have disclosed to you all allegations of
financlal improprieties, including fraud or suspected fraud, coming to our attention (regardiess of
the source or form and incleding, withaut imitation, allegations by “whisthe-blowiars™) wiera such
allegations could result in a misstaternent of the financial statements or otherwise affact the
financial reporting of the Trust,

Indepandence

We ara not aware of any capital lease, matenal cooperative amangement, or other business
relaficmship between the Trust and Emst & Young LLF or any ather member firm of the global
Emat & Young organization.

We are not aware of any reason that Emat & Young LLP would not be considersd o be
imdependant for purposes of the Trust's awdits.

GUAM PRESERVATION TRUST ;
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Appendix A — Management Representation Letter, contintued

Conflicts of Inferest

There are no instances where any officer or employee of the Trust has an interest in 8 company
with which the Trust does business that would be considered 8 “conflict of interest.” Such an
interest would be contrany to Trest policy.

Other Representations

o Wea have identified and discloaed 1o you, all laws, regulations and provisions of contracts
and grant agreements that could have a direct and matesial effect on financial statement
amounts, Intluding fegal and contractusl provisions. for reporting specific activities in
separate funds.

o We have followed applicable laws and regulations in adopling, approving and amending
budgets, deposits and mesiments, incleding coliateral requisements on depositary
accounts and investmenls,

o Tha finsncial statements propery classity all funds and activities in accordance with
GASE Salement Mo, 54 - as amended,

o Components of net position {invested in capital assels, net of related debl; resiricted;
and unresfricted) and fund balance reserves and designations are properly classifiad
and, il applicable, approved.

o Provisions for uncollectible recenables have boen propery identified and recorded.
o Special and extraordingry ifems are appropriately classified and reporied,

o Risk dsclosures associated with deposits and imvestment securities arg presented In
accondance with GASE requeremenis,

o Investments ane properly valued,

o Gapital assets are properly capitalized, reporied and, i applicable, depreciated,

o The Trest's abllity o conbinue as a going concem was avaluabed.

o The supplementary information (management’s discussion and analysis and other
financial iMormaton) have been prepared In conformity with accounting principles
generally acceptad in the United States as required by the Governmental Accounting
Standards Board, and are consistant with the accounting printiples used o prepane
basis financial stalements, There have been no changes in the methods of
measuremant or presentalion of the supplementary inlormation frorm those used in the
prior period. There are no significant assumptions or interpretations underlying the
measurament of presentation of the infarmation.
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Appendix A — Management Representation Letter, contintued

Subsequent Events

Subseguent to Septembsar 30, 2018, no events or transactions hawe occcurred or are pending
that wouwld have a material effect on the basic financial siatements at that date or for the period
then endad, or that are of such significence in relation to the Trust's affairs to require mantian in
a note 1o the basic financial statements in order to make them not misieading regarding the
financial position, changes in financial position, and cash flows of the Trust,

We recognize that we are responsibbe for the Trust's compliance with the lews, regulations,
grard agreement, and confracts that are applicable 1o it. We have identified and disclosed 1o
your represcntatives all laws and regulations that have a direct and material efect on the
datermination of tha financial statement amounds.

We understand that your audit was conducted in accordance with auditing standards generally
accapted in the United States as promulgated by the American Institule of Cerified Public
Accountants and the siandards applicable to financial audits contained in Govarmmeant Awdifing
Standards, issued by the Compiroller General of the United States, and was, therefors,
designed primarily for the purpose of expressing an opinion on the basic financial statemants of
the Trust and that your tests of the accounting records and other auditing proceduras wara
limited to those that you considered necessary for that purposa.

Very 1n4!3-7ﬂa._‘
2

GUAM PRESERVATION TRUST 8
INANGOKKON INADAHI GUA'HAN
P.0. B 3036, Hagitfia, Guasn S662 » Tel; 571-472-9436040 » Fax: 671-4TT-2047 » guamgressrvationtrust.org



March 28, 2019

{77 .-.___.l__._hlsj.—

7T = e
MU 15 Wi NS U A S TIUNGOOR RILITSAALT i (1A IRSOCHD Lo b (AOSBALD BN RriEnas 0] GLLGe]| S1 |

i LR R eGEsA R

T e gl
= T L L e e R
|

oAl PRIy |84 S ST BReng

:EF!EEE‘_F%EE‘EB | POy

Appendix B — Summary of Corrected Misstatements

(AR [TeTy FUNO0) S SAMRAORY WD A0 LAy w0

e L el | e 8 Harny AR A oN

ation Trust

%EIJ‘.—I{ E.:ﬁlu.!lﬂ

2 [ngdegoe | pepueporay [ ERT s sy

The Board of Directors

Guam Preserv

EPEHLGH EPESIL PE)ISUI00 10y SHNPSYIE U P U,

14



March 28, 2019

The Board of Directors
Guam Preservation Trust

Appendix B — Summary of Corrected Misstatements, continued
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