
 
 
 
 
 
 
 
 
 
 
April 29, 2015 
 
 
 
Mr. Jon Fernandez 
Superintendent 
Guam Department of Education 
P.O. Box DE 
Hagatna, GU 96932 
 
 
We have performed an audit of the financial statements of the governmental activities, each major 
fund, and the aggregate remaining fund information of the Guam Department of Education (GDOE) as 
of and for the year ended September 30, 2014, in accordance with auditing standards generally 
accepted in the United States of America (“generally accepted auditing standards”) and have issued 
our report thereon dated April 29, 2015. 
 
We have prepared the following comments to assist you in fulfilling your obligation to oversee the 
financial reporting and disclosure process for which management of GDOE 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 applicable to 
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the 
United States, have been described in our engagement letter dated October 1, 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 whether GDOE’s financial statements and the accompanying 

supplementary information for the year ended September 30, 2014, are presented fairly in 
relation to the financial statements as a whole, in all material respects, in accordance with 
accounting principles generally accepted in the United States of America (“generally accepted 
accounting principles”) and to perform specified procedures on the required supplementary 
information for the year ended September 30, 2014. 
 

 To express an opinion on whether the supplementary information that accompanies the 
financial statements including the schedule of expenditures of federal awards, is presented 
fairly, in all material respects, in relation to the financial statements as a whole. 
 

 To report on GDOE’s internal control over 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, 2014, based on an audit of financial statements performed in accordance 
with the standards applicable to financial audits contained in Government Auditing Standards. 
 

 To report on GDOE’s compliance with requirements applicable to each major program and on 
internal control over compliance in accordance with the U.S. Office of Management and Budget 
(OMB) Circular A-133 Compliance Supplement (“OMB Circular A-133”). 
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OUR RESPONSIBILITY UNDER GENERALLY ACCEPTED AUDITING STANDARDS AND 
GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS, CONTINUED 
 
Our responsibilities under generally accepted auditing standards include forming and expressing an 
opinion about whether the financial statements that have been prepared with the oversight of 
management and the Office of the Superintendent are presented fairly, in all material respects, in 
conformity with generally accepted accounting principles.  The audit of the financial statements does 
not relieve management or the Office of the Superintendent 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 
GDOE’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 opinion 
on the effectiveness of GDOE’s internal control over financial reporting.  Accordingly, we do not 
express an opinion on the effectiveness of GDOE’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 
 
We also considered GDOE’s internal control over compliance with requirements that could have a 
direct and material effect on a major federal program in order to determine our auditing procedures for 
the purpose of expressing our opinion on compliance and to test and report on internal control over 
compliance in accordance with OMB Circular A-133. Our audit does not, however, provide a legal 
determination of GDOE’s compliance with those requirements. 
 
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 normally based on knowledge and 
experience about past and current events and on assumptions about future events.  No significant 
accounting estimates were reflected in GDOE’s 2014 financial statements  
 
AUDIT ADJUSTMENTS AND 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.  As the result of our audit work, we identified matters that resulted in audit 
adjustments that we believe, either individually or in the aggregate, would have a significant effect on 
GDOE’s financial reporting process.  Such proposed adjustments, listed in Appendix I, have been 
recorded in the accounting records and are reflected in the 2014 financial statements.   
 
In addition, we have attached to this letter, as Appendix II, 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. 
 
SIGNIFICANT ACCOUNTING POLICIES 
 
GDOE’s significant accounting policies are set forth in Note 1 to GDOE’s 2013 financial statements.  
During the year ended September 30, 2014, there were no significant changes in previously adopted 
accounting policies or their application, except as follows: 
 
During the year ended September 30, 2014, GDOE implemented the following pronouncements: 
 
 GASB Statement No. 66, Technical Corrections - 2012, which enhances the usefulness of financial 

reports by resolving conflicting accounting and financial reporting guidance that could diminish the 
consistency of financial reporting.   



SIGNIFICANT ACCOUNTING POLICIES, CONTINUED 
 
 GASB Statement No. 67, Financial Reporting for Pension Plans, which revises existing guidance 

for the financial reports of most pension plans.   
 
 GASB 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 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 implementation of these statements did not have a material effect on GDOE’s financial 
statements. 

 
OTHER INFORMATION IN THE ANNUAL REPORTS OF GDOE 
 
When audited financial statements are included in documents containing other information such as 
GDOE’s 2014 Annual Report, we will read such other information and consider whether it, or the 
manner of its presentation, is materially inconsistent with the information, or the manner of its 
presentation, in the financial statements audited by us.  We will read the other information in GDOE’s 
2014 Annual Report and will inquire as to the methods of measurement and presentation of such 
information.  If we note a material inconsistency or if we obtain any knowledge of a material 
misstatement of fact in the other information, we will discuss this matter with management and, if 
appropriate, with the Board. 
 
DISAGREEMENTS WITH MANAGEMENT 
 
We have not had any disagreements with management related to matters that are material to GDOE’s 
2014 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 2014. 
 
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 subject of correspondence, with 
management regarding the application of accounting principles or auditing standards in connection 
with transactions that have occurred, transactions 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 findings 
or issues requiring communication to GDOE. 
 
SIGNIFICANT DIFFICULTIES ENCOUNTERED IN PERFORMING THE AUDIT 
 
In our judgment, we received the full cooperation of GDOE’s management and staff and had 
unrestricted access to GDOE’s senior management in the performance of our audit. 
 



MANAGEMENT’S REPRESENTATIONS 
 
We have made specific inquiries of GDOE’s management about the representations embodied in the 
financial statements.  Additionally, we have requested that management provide to us the written 
representations GDOE is required to provide to its independent auditors under generally accepted 
auditing standards.  We have attached to this letter, as Appendix III, a copy of the representation 
letters we obtained from management. 
 
CONTROL-RELATED MATTERS 
 
We have issued a separate report to you, dated April 29, 2015, on the GDOE’s internal control over 
financial reporting and on its compliance with certain provisions of laws, regulations, contracts, and 
grant agreements and other matters, which was based upon the audit performed in accordance with 
Government Auditing Standards.  We have also issued a separate report to you, also dated April 29, 
2015, involving the GDOE’s compliance with requirements applicable to each major program and on 
internal control over compliance in accordance with OMB Circular A-133.  Within those reports, we 
noted certain matters that were considered to be material weaknesses and significant deficiencies 
under standards established by the American Institute of Certified Public Accountants and OMB 
Circular A-133.  Although we have included management’s written responses to our comments 
contained in those reports, such responses have not been subjected to the auditing procedures applied 
on our audit of the basic 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. 
 
We have communicated to management, in separate letters also dated April 29, 2015, certain 
deficiencies and other matters related to the GDOE’s internal control over financial reporting and the 
information technology environment that we identified during our audit. 
 

*  *  *  *  *  *  *  * 
 
This report is intended solely for the information and use of management, the Office of the 
Superintendent, the Office of Public Accountability of Guam, and others within the entity and is not 
intended to be and should not be used by anyone other than these specified parties. 
 
We wish to thank the staff and management of GDOE for their cooperation and assistance during the 
course of this engagement. 
 
Very truly yours, 
 



Guam Department of Education

Summary of Corrected Misstatements

Fiscal year ended September 30, 2014

GOVERNMENT WIDE

GL Number Name  Debit  Credit 

1 AJE To adjust JFK lease

820-380100 AMT TOBE PROVIDED-C.LEASE -                 870,000         

820-380300 CAPITAL LEASE -CURRENT -                 45,000           

820-380200 CAPITAL LEASE-LONG TERM 915,000         -                 

915,000         915,000         

2 AJE To adjust for Municipal Lease

820-380100 AMT TOBE PROVIDED-C.LEASE -                 3,258,272      

820-280400 DEFERRED MAINT. COST -                 250,000         

820-380300 CAPITAL LEASE -CURRENT -                 180,000         

820-380200 CAPITAL LEASE-LONG TERM 3,695,000      -                 

820-280300 PREPAYMENT-CAPITAL LEASE -                 6,728             

3,695,000      3,695,000      

3 AJE To record Okkudo Expansion

810-251500 ACCUM. DEPR-BUILDINGS -                 456,360         

820-380100 AMT TOBE PROVIDED-C.LEASE 22,818,000    -                 

820-380300 CAPITAL LEASE -CURRENT -                 775,000         

820-380200 CAPITAL LEASE-LONG TERM -                 22,043,000    

810-255000 FIXED ASSET CONTROL -                 22,361,640    

810-251000 FIXED ASSETS-BUILDINGS 22,818,000    -                 

45,636,000    45,636,000    

4 AJE To adjust Tiyan Lease

820-380100 AMT TOBE PROVIDED-C.LEASE 54,390,801    -                 

820-380300 CAPITAL LEASE -CURRENT -                 1,145,850      

820-380200 CAPITAL LEASE-LONG TERM -                 53,244,951    

810-255000 FIXED ASSET CONTROL -                 55,206,200    

810-251000 FIXED ASSETS-BUILDINGS 54,102,076    -                 

810-060000-GADM DEPRECIATION-BUILDINGS 1,104,124      -                 

109,597,001  109,597,001  

5 AJE To adjust annual leave

820-340700 ACCRUED ANNUAL LEAVE-LT -                 3,324,540      

820-340300 ACCRUED ANNUAL LEAVE-CURR 3,268,947      -                 

820-381200 EMPLOYEE BENEFITS 55,593           -                 

3,324,540      3,324,540      

6 AJE To adjsut sick leave

820-381300 DEF.CONTRIB.RETIRE/SICK -                 3,341,870      

820-381200 EMPLOYEE BENEFITS 3,341,870      -                 

3,341,870      3,341,870      

APPENDIX I



Guam Department of Education

Summary of Corrected Misstatements

Fiscal year ended September 30, 2014

GENERAL FUND

GL Number Name  Debit  Credit 

1 AJE To reconcile opening fund balance

190-210000 INTERFUND CASH -                 5,365             

190-441900 FUND BALANCE 5,365             -                 

110-210000 INTERFUND CASH 5,365             -                 

110-029000-GADM MISCELLANEOUS EXPENSE ACCOUNTS -                 5,365             

10,730           10,730           

2 AJE To record additional liabilities

180-045004-GADM AIRCON EQUIPMENT 222,511         -                 

180-045004-GADM AIRCON EQUIPMENT 821,102         -                 

110-023013-GADM TRASH/SOLID WASTE SERVICE 82,794           -                 

110-024000-GADM SUPPLIES 48,178           -                 

110-036100-GADM POWER 186,086         -                 

110-023037-DTSS FOOD MANAGEMENT CONTRACT 111,928         

110-340100 ACCRUAL -                 1,472,599      

110-441500 FB Res for Enc 48,178           -                 

110-441500 FB Res for Enc 82,794           -                 

110-441500 FB Res for Enc 186,086         -                 

180-441500 FB Res for Enc 222,511         -                 

180-441500 FB Res for Enc 821,102         -                 

110-441900 FUND BALANCE -                 317,058         

180-441900 FUND BALANCE -                 1,043,613      

2,833,270      2,833,270      

3 AJE To record post employment retirement benefits

110-110000 TRANSFERS IN FROM GF -                 8,267,264      

110-012100-RETB POST EMPLOYMENT BENEFITS 8,267,264      -                 

8,267,264      8,267,264      

4 AJE To reconcile to DOA

a)  To reconcile appropriations

110-023000-GADM CONTRACTUAL -                 1,707,652      

110-110000 TRANSFERS IN FROM GF 1,707,652      -                 

110-110000 TRANSFERS IN FROM GF -                 465,830         

110-230100 DUE FROM GENERAL FUND 77,973           -                 

110-230100 DUE FROM GENERAL FUND 465,830         -                 

110-230100 DUE FROM GENERAL FUND -                 254,688         

110-024018-DTSS FUEL LIQUID PETROLEUM -                 77,973           

115-110500 MISCELANEOUS INCOME ACCOUNTS 254,688         -                 

b) To record JFK Lease

110-045000-CAPL CAPITAL LEASE PAYMENT 5,621,503      -                 

110-110000 TRANSFERS IN FROM GF -                 5,621,503      

APPENDIX I, CONTINUED



Guam Department of Education

Summary of Corrected Misstatements

Fiscal year ended September 30, 2014

GENERAL FUND, Continued

GL Number Name  Debit  Credit 

4 AJE To reconcile to DOA, Continued

c) To record Tiyan Lease

110-045000-OPLS OPERATION LEASE EXPENSE 3,744,380      -                 

110-045000-CAPL CAPITAL LEASE PAYMENT 5,010,595      -                 

110-110000 TRANSFERS IN FROM GF -                 9,318,699      

110-240000 PREPAID EXPENSE -                 1,497,752      

110-045000-SCND CAPITAL IMPROVEMENT 2,061,476      -                 

Capital Lease Acq CAPITAL LEASE AQUISITION 55,206,200    -                 

Capital Lease CAPITAL LEASE -                 55,206,200    

d) To record Okkodu expansion

110-045000-CAPL CAPITAL LEASE PAYMENT 1,600,000      

110-110000 TRANSFERS IN FROM GF 1,600,000      

Capital Lease Acq CAPITAL LEASE AQUISITION 22,818,000    -                 

Capital Lease CAPITAL LEASE -                 22,818,000    

98,568,297    98,568,297    

5 AJE To reverse book order

120-441500 FB Res for Enc -                 516,043         

120-025100-DTSS TEXTBOOKS -                 516,043         

120-441900 FUND BALANCE 516,043         -                 

120-300000 ACCOUNTS PAYABLE 516,043         -                 

1,032,086      1,032,086      

6 AJE To record CWA Retro-Inactive

110-011100-GADM REGULAR SALARIES 507,392         -                 

110-340100 ACCRUAL -                 507,392         

507,392         507,392         

7 AJE To write off long outstanding payables

110-310100 ACCOUNTS PAYABLE OTHER  712,046 -                     

110-029000-GADM REDUCTION IN SETTLEMENTS AND PY OBLIGATIONS -                      712,046

 712,046  712,046

FEDERAL GRANTS FUND

GL Number Name  Debit  Credit 

1 AJE To reconcile fund balance

220-210000 INTERFUND CASH -                 3                    

211-340100 ACCRUAL -                 202                

220-340100 ACCRUAL 1                    -                 

211-441900 FUND BALANCE 202                -                 

220-441900 FUND BALANCE 2                    -                 

205                205                

APPENDIX I, CONTINUED



Guam Department of Education

Summary of Corrected Misstatements

Fiscal year ended September 30, 2014

FEDERAL GRANTS FUND, Continued

GL Number Name  Debit  Credit 

2 AJE To reconcile Due fr federal agencies

210-230000 ACCOUNTS RECEIVABLE -                 118,161         

220-230000 ACCOUNTS RECEIVABLE -                 44,722           

210-340100 ACCRUAL 179,130         -                 

220-340100 ACCRUAL -                 427,713         

220-310700 DUE TO OTHER FED AGENCY 136,949         -                 

211-230000 ACCOUNTS RECEIVABLE 308,082         -                 

215-230000 ACCOUNTS RECEIVABLE 252,204         -                 

221-230300 ACCOUNTS RECEIVABLE -                 52,064           

210-310200 DUE TO FEDERAL AGENCIES -                 2,610,728      

211-310700 DUE TO OTHER FED AGENCY -                 307,917         

210-120000 REVENUE 2,549,759      -                 

211-120000 FEDERAL GRANT INCOME -                 165                

215-120000 REVENUE -                 351,324         

220-120000 FEDERAL GRANT INCOME 335,486         -                 

215-310200 DUE TO FEDERAL AGENCIES 99,120           -                 

221-310700 DUE TO OTHER FED AGENCY 52,064           -                 

3,912,794      3,912,794      

APPENDIX I, CONTINUED



Guam Department of Education

Summary of Uncorrected Misstatements

Fiscal year ended September 30, 2014

General Fund Total

Summary of Misstatements

Assets Liabilities

Income 

Statement

Dr (Cr) Dr (Cr) Dr (Cr) Dr (Cr)

Current-Year Known Misstatements
PAJE 1-To transfer unsupported credits from the Federal Grants Fund 0

Dr. Due to/from Federal Grants Fund 1,400,000 1,400,000

     Cr. Transfers in (1,400,000) (1,400,000)

Total Known Misstatements 0 1,400,000 (1,400,000) 0

Federal Grants Fund Total

Summary of Misstatements

Assets Liabilities

Income 

Statement

Dr (Cr) Dr (Cr) Dr (Cr) Dr (Cr)

Current-Year Known Misstatements
PAJE 1-To transfer unsupported credits to the General Fund 0

Dr. Other liabilities 1,400,000 1,400,000

     Cr. Due to/from General Fund (1,400,000) (1,400,000)

Total Known Misstatements (1,400,000) 1,400,000 0 0

Agency Fund Total

Summary of Misstatements

Assets Liabilities

Income 

Statement

Dr (Cr) Dr (Cr) Dr (Cr) Dr (Cr)

Current-Year Known Misstatements
PAJE 1-To reconcile cash 0

Dr. Cash 15,936 15,936

  Cr. Receipts/Disbursements (15,936) (15,936)

Total Known Misstatements 15,936 0 (15,936) 0

Fund 

Balance, 

Net Assets, 

or Equity 

Total 

Should 

Equal 0

Correcting Entry

Balance SheetFund 

Balance, 

Net Assets, 

or Equity 

Beg of 

Total 

Should 

Equal 0

Correcting Entry

Balance Sheet

Correcting Entry

Balance SheetFund 

Balance, 

Net Assets, 

or Equity 

Beg of 

Total 

Should 

Equal 0
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