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Management and Those Charged with Governance
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We have performed an audit of the financial statements of the governmental activities, the
aggregate discreetly presented component units, each major fund and the aggregate remaining fund
information of the State of Chuuk (the State) as of and for the year ended September 30, 2023, and
the related nots to the financial statements, which collectively comprise the State’s basic financial
statements, in accordance with auditing standards generally accepted in the United States of
America (GAAS), 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 October 1, 2025.

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

REQUIRED COMMUNICATIONS

Professional standards require the auditor to provide those charged with governance with
additional information regarding the scope and results of the audit that may assist those charged
with governance in overseeing the financial reporting and disclosure processes which the
management of State is responsible.

We summarize these required communications as follows:

Overview of the planned scope and timing of the audit

Our audit scope and timing is consistent with the plan communicated in our engagement letter and
at our audit planning meetings with management.

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

The financial statements, required supplementary information and supplementary information are
the responsibility of the State’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. An
audit of financial statements includes consideration of internal control over financial reporting as
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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 entity’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.

Changes to the audit strategy, timing of the audit and significant risks identified

Our audit strategy is consistent with the plan communicated during the various audit planning
meetings..

Matters relevant to our evaluation of the entity’s ability to continue as a going concern

We did not identify any events or conditions that led us to believe there was substantial doubt
about the State’s ability to continue as a going concern.

Our views about qualitative aspects of the entity’s significant accounting practices, include:
 Accounting policies
 Accounting estimates

Management has not selected or changed any significant policies or changed the application of
those policies in the current year. We have provided a discussion of significant accounting
policies and our views regarding significant accounting estimates and financial statement
disclosures and related matters in Note 1 of the basic financial statements.

We determined that those charged with governance are 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 that are used to administer and monitor the State’s operations. These
budgets include determining how existing financial resources will be used in the State’s
operations.

 Determining the adequacy of the allowance for accounts receivable.
 Determining the assumptions used in measuring significant accounting estimates for

financial reporting purposes.

Related party relationships and transactions

We noted no significant matters regarding the State’s relationships and transactions with related
parties.
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Changes to the terms of the audit with no reasonable justification for the change

We are not aware of any matters that require communication.

Significant unusual transactions

We are not aware of any significant unusual transactions executed by the State.

Difficult or contentious matters subject to consultation outside of the audit team

There were no difficult or contentious matters that required consultation outside of the audit
team.

Material corrected misstatements related to accounts and disclosures

Refer to “Management Representations Letter” in Appendix A.

Uncorrected misstatements related to accounts and disclosures, considered by management
to be immaterial

Certain uncorrected misstatements accumulated by us were identified during the audit and
pertaining to the latest period presented, which were determined by the State’s management to be
immaterial, both individually and in the aggregate, to the financial statements as a whole (see
Appendix A – Management Representations Letter).

Significant deficiencies and material weaknesses in internal control over financial reporting

We have identified material weaknesses and significant deficiencies in the internal control during
the course of our audit which have been included in our separately issued report of the State’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, dated October 1, 2025.

Fraud and illegal acts

We are not aware of any matters that require communication.

Independence matters

We are not aware of any matters that in our professional judgment would impair our independence.

Other material written communications with management

None.

New accounting pronouncements

Management is still assessing the impact of adopting the following GASB Statements:
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 GASB Statement No. 99
 GASB Statement No. 100
 GASB Statement No. 101
 GASB Statement No. 102
 GASB Statement No. 103
 GASB Statement No. 104

Significant issues discussed with management in connection with the auditor’s initial
appointment or recurring retention

We are not aware of any matters that require communication.

Disagreements with management and significant difficulties encountered in dealing with
management when performing the audit

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

Management’s consultations with other accountants

We are not aware of any consultations made by management with other accountants or specialists.

Other material written communications with management

None.

Other matters

There are no other matters arising from the audit that are significant and relevant to those charged
with governance regarding the oversight of the financial reporting process.

AICPA ethics ruling regarding third-party service providers

From time to time, and depending on the circumstances, (1) we may subcontract portions of the
Audit Services to other EY firms, who may deal with the State or its affiliates directly, although
EY alone will remain responsible to you for the Audit Services and (2) personnel (including
non-certified public accountants) from an affiliate of EY or another EY firm or any of their
respective affiliates, or from independent third-party service providers (including independent
contractors), may participate in providing the Audit Services. In addition, third-party service
providers may perform services for EY in connection with the Audit Services.

Representations from management

We have obtained from management a representation letter related to the audit and a copy of the
management representations letter is included in Appendix A.
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Engagement team’s involvement with preparation of the financial statements

Under GAS 2018 Revisions, Chapter 3 General Standards, Paragraph 3.37 Requirements for
Performing Non-audit Services explains that the audit team should make consideration of
management’s ability to effectively oversee the non-audit (or non-attest) services to be performed.
The engagement team should determine that the audited entity has designated an individual who
possesses suitable skill, knowledge or experience and that the individual understands the services
to be performed sufficiently to oversee them. The engagement team should document
consideration of management’s ability to oversee non-audit services to be performed.

The engagement team believes that this significant threat is reduced to an acceptable level upon
application of the following safeguards:

 An engagement quality control review was performed by a qualified Ernst & Young
Partner who was not otherwise involved in the audit.

 The preparation of the financial statements is based on the State’s trial balance with our
understanding that the State’s underlying books and records are maintained by the State’s
accounting department and that the final trial balance prepared by the State is complete.

 All adjusting journal entries that Ernst & Young posted to the trial balance have been
approved by management of the State.

 The State’s Director of Finance and the State’s Financial Advisor have the skill sets to
oversee and review the completeness and accuracy of the financial statements and
footnote disclosures.

***************************************************

This communication is intended solely for the information and use of the State, and is not intended
to be, and should not be, used by anyone other than these specified parties.

Very truly yours,
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