
 

 

 
 
 
 
 
 
 
 
 
June 5, 2015 
 
 
 
The Board of Directors  
Yap Visitors Bureau  
 
 
Dear Members of the Board of Directors: 
 
We have performed an audit of the financial statements of Yap Visitors Bureau (YVB or the Bureau), a 
component unit of the Yap State Government, as of and for the year ended September 30, 2014, in 
accordance with auditing standards generally accepted in the United States of America and (“generally 
accepted auditing standards”) have issued our report thereon dated June 5, 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 the Bureau is responsible. 
 
OUR RESPONSIBILITY UNDER GENERALLY ACCEPTED AUDITING STANDARDS AND 
GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS 
 
Our responsibility under generally accepted auditing standards and 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 September 2, 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 the statement of net position of YVB as of September 30, 

2014 and the related statements of revenues, expenses and changes in net position and of 
cash flows for the year then ended (the “financial statements”), are presented fairly, in all 
material respects, in accordance with accounting principles generally accepted in the United 
States of America (“generally accepted accounting principles”) and perform specified 
procedures on the required supplementary information for the year ended September 30, 2014. 
 

 To report on YVB’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. 

 
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 Board of Directors 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 Board of Directors of their responsibilities. 
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OUR RESPONSIBILITY UNDER GENERALLY ACCEPTED AUDITING STANDARDS AND 
GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS, CONTINUED 
 
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 
Bureau’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 the Bureau’s internal control over financial reporting.  Accordingly, we do not 
express an opinion on the effectiveness of the Bureau’s internal control over financial reporting.  Our 
consideration of internal control over financial reporting would not necessarily 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 financial statements prepared with the oversight of 
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.  During the year ended September 30, 2014, we are not aware of any significant changes in 
accounting estimates or in management’s judgments relating to such estimates. 
 
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 the Bureau’s 
financial reporting process.  Such proposed adjustments, listed as Attachment I, have been recorded in 
the accounting records and are reflected in the 2014 financial statements. 
 
In addition, included in Appendices A and B to Attachment II to this letter, is an uncorrected 
misstatements aggregated by us during the current engagement and pertaining to the latest and prior 
period presented that was determined by management to be immaterial to the financial statements 
taken as a whole. 
 
SIGNIFICANT ACCOUNTING POLICIES 
 
YVB’s significant accounting policies are set forth in Note 2 to YVB’s 2014 financial statements.  During 
the year ended September 30, 2014, there were no significant changes in previously adopted 
accounting policies or their application, except for the following pronouncements adopted by YVB: 
 
 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.   
 

 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.   

 



 

 

SIGNIFICANT ACCOUNTING POLICIES, CONTINUED 
 
The implementation of these statements did not have a material effect on YVB’s 2014 financial 
statements. 
 
In June 2012, GASB issued Statement No. 68, 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 68 are effective for fiscal years 
beginning after June 15, 2014.  Management does not believe that the implementation of this statement 
will have a material effect on the financial statements of YVB. 
 
In January 2013, GASB issued Statement No. 69, Government Combinations and Disposals of 
Government Operations, which improves accounting and financial reporting for state and local 
governments' combinations and disposals of government operations.  Government combinations 
include mergers, acquisitions, and transfers of operations.  A disposal of government operations can 
occur through a transfer to another government or a sale.  The provisions in Statement 69 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 YVB. 
 
In November 2013, GASB issued Statement No. 71, Pension Transition for Contributions Made 
Subsequent to the Measurement Date - an amendment of GASB Statement No. 68, which addresses 
an issue regarding application of the transition provisions of Statement No. 68, Accounting and 
Financial Reporting for Pensions.  The issue relates to amounts associated with contributions, if any, 
made by a state or local government employer or nonemployer contributing entity to a defined benefit 
pension plan after the measurement date of the government’s beginning net pension liability.  The 
provisions in Statement 71 are effective for fiscal years beginning after June 15, 2014.  Management 
does not believe that the implementation of this statement will have a material effect on the financial 
statements of YVB. 

 
OTHER INFORMATION IN THE ANNUAL REPORTS 
 
When audited financial statements are included in documents containing other information such as 
YVB’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.  In the event that YVB issues an Annual Report or other 
documentation that includes the audited financial statements, we will read the other information in 
YVB’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 of Directors. 
 
DISAGREEMENTS WITH MANAGEMENT 
 
We have not had any disagreements with management related to matters that are material to the 
Corporation’s 2014 financial statements. 
 
OUR VIEWS ABOUT SIGNIFICANT MATTERS THAT WERE 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 ISSUES 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 Directors. 
 
SIGNIFICANT DIFFICULTIES ENCOUNTERED IN PERFORMING THE AUDIT 
 
In our judgment, we received the full cooperation of the Bureau’s management and staff and had 
unrestricted access to the Bureau’s senior management in the performance of our audit. 
 
MANAGEMENT’S REPRESENTATIONS 
 
We have made specific inquiries of the Bureau’s management about the representations embodied in 
the financial statements.  Additionally, we have requested that management provide to us the written 
representations the Bureau is required to provide to its independent auditors under generally accepted 
auditing standards.  We have attached to this letter, as Attachment II, a copy of the representation letter 
we obtained from management. 
 
CONTROL-RELATED MATTERS 
 
We have issued a separate report to you, dated June 5, 2015, wherein no matters involving the 
Bureau’s internal control over financial reporting that were considered to be material weaknesses under 
standards established by the American Institute of Certified Public Accountants, and on its compliance 
with certain provisions of laws, regulations, contracts, and grant agreements and other matters were 
reported. 
 

*  *  *  *  *  * 
 
This report is intended solely for the information and use of management, the Board of Directors, others 
within the Bureau 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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{he Lafld o,r

Srone f*loney

Junc 5, 201 5

Deloitte & Touche
P.O. Box 751
Kolerni4 Pr:hnpei 96941

We ars providing this lsttsr itt connectiorr rvith yor-rr audits of the staternents of net position of Yap
Visiturs Bureau (the Burear-: *r "YVB")- e corlrponsnt unil of Yap State Government. as of Septernber 30.
2014 and 2013 and the related statetnents ofrevenues. expensesi and changes in net position ancl ofcash
flows for the years then errded, and lhc rclated rlotes to the financial stateruents, fbr the purpose of
expressing an opininn iu ta rvhether the flnnncial slaterncnts present fairly, in all rnalerial respects. tlre
financial position, results ol operalions. and cash {lorvs of the Bureau in eonformity nith accounting
principles gerrerally acc.epted in the tJnited States o[ America (GAAP). We confirm rlrat we are
re-sponsible for th* folk:rring:

a. 'fhe t"air presentatiolt in the basic financial statelnents of the Bureau's net posilion, and the relateci
slaternents crf revcnucs, expsnses and chnnges in net position, and c.ash flows in conformity rvith
accounting principles g*ncrall_9 accepted in the tjnited States of America.

b. The design. ir"r-rplcnrcntation, and nraintenance ol intemal control:

I Relevant to the trrreparzrtion and fair presentation of finaacial statcments th&t are I'ree fiom
material misstatement. lvhe.ll'rer due to fraud or error

r To prevent and detect fraud

c. IJstablishing and maintaining etfective internal control over t"inancial reporting,

d. 'l'he rsview and approval o1'tlre l'inancial staternents and related notes and acknorvledge your role in
the prepatation of this infbrmation. Specilicall,v, we acknowledge that your rolc in thc preparalion of
the financial slateftlents lvas a matter of convenience ralher than one of neccssity. Wo liav* reviewed
the t'irrancial sialement preparation assistance provided by you and acknor.vledge that fhe financ.ial
statements are prepared in accordance with Gr\AP. Our review war based on the use of the frnancial
statement disctosure checklist for stand-alone business-fype activities obtained liom the t"iovernnren!
F-inance Offi cers; A, ssoci ntion.

P"O. Box 988 Colonia,Yap srern Carcline lslands FSM 96943
Phone:691-:5*-?298 Fax: &91-350-1015 yvb@mail

Lerfain representations in this lefter are desc;"ibed as being
considered malerial. regardless ol- sjze. if they invoh,e
infbrmstion tl,at, in liglrt of suruounding circunrstances.
reasonablE persotr relyirrg on the inforrnation rvould be
misstlitemsnt,

iirnited to matters that are material. ltems are
arr onission or lnis$tatement of accounting
rnakes it probable that the judgnrent of a
changed or inlJuenced by thc omission or

We coniirn, 1o the best of our knowiedge and belief, the foliorling representations made to you during
your audits.

l. -fhe 
basic financial statelnents referred to above are lairly presentetl in cr:nformity rvitb accounting
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principles generally accepted in the United States of America. In addition:

a. Net position components (net investment in capital assets, restricted and unrestricted) are

properly classified and approved.

b. Deposits and investment securities are properly classified in the category of custodial credit
risk.

c. Capital assets, including infrastructure assets, are properly capitalized, reported, and

depreciated.

d. Required supplementary information is measured and presented within prescribed guidelines.

e. Revenues and expenses are appropriately classified in the statements ofrevenues, expenses and
changes in net position within operating and non-operating revenues and expenses.

f. Capital assets are properly capitalized, reported and depreciated.

g. Applicable laws and regulations are followed in adopting, approving, and amending budgets.

h. Federal awards expenditures have been charged in accordance with applicable cost principles.

The Bureau has provided to you all relevant information and access as agreed in the terms of the
audit engagement letter.

The Bureau has provided you:

a. Financial records and related.

b. Contracts and grant agreements (including amendments, if any) and any other correspondence
that has taken place with federal agencies.

c. Minutes of the meetings of the Board of Directors or summaries of actions of recent meetings
for which minutes have not yet been prepared.

October 24,2013
November 22,2013
December 27,2013
January 24,2014
February 21,2014
March 21,2014
April25,2014
May 30,2014
June 27,2014

Iuly 25,2014
August 15,2014
September 26,2014
October 31,2014
November 28,2014
December 30,2014
January 30,2015
February 13,2015
March 27.2015

April30,2015 (Draft)
May29,2015 (Draft)

4.

There are no meetings other than those that have occurred from May 29,2015 through the date
of this letter.

There have been no:

a. Action taken by the Bureau's management that contravenes the provisions of federal and
Federated States of Micronesia (FSM) laws and regulations or of contracts and grants
applicable to the Bureau and for all funds administered by the Bureau.
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5.

6.

7.

b. Communication from other regulatory agencies conceming noncompliance with or deficiencies
in financial reporting practices or other matters that could have a material effect on the financial
statements.

We have no knowledge of any fraud or suspected fraud affecting the Bureau involving (a)
management, (b) employees who have significant roles in internal control over financial reporting,
or (c) others if the fraud could have a material effect on the financial statements.

We have no knowledge of any allegations of fraud or suspected fraud affecting the Bureau received
in communications from employees, former employees, analysts, regulators, or others.

We believe the effects of any unconected financial statement misstatements aggregated by you
during the current audit engagement and pertaining to the latest period presented are immaterial,
both individually and in the aggregate, to the financial statements taken as a whole. A summary of
such uncorrected misstatements has been attached as Appendix A.

We believe the effects of the uncorrected financial statement misstatements detected in the cunent
year that relate to the prior year presented, when combined with those misstatements aggregated by
you during the prior-year audit engagement and pertaining to the prior year presented, are
immaterial, both individually and in the aggregate, to the financial statements for the year ended
September 30, 2013 taken as a whole. A summary of such uncorrected misstatements has been
attached as Appendix B.

There are no unasserted claims or assessments that are probable of assertion and must be disclosed
in accordance with GASB Codification of Governmental Accounting and Financial Reporting
Standards ("GASB Codification") Section C50, Claims and Judgmernts. Additionally, we OiO not
utilize services of attomeys during the year ended September 30, 2014to the date of this letter.

The Bureau has not performed a formal risk assessment, includingthe assessment of the riskthat
the financial statements may be materially misstated as a result of fraud. However, management
has made available to you their understanding about the risks of fraud in the Bureau and do not
believe that the financial statements are materially misstated as a result of fraud.

Significant assumptions used by us in making accounting estimates are reasonable.

Except where otherwise stated below, matters less than $2,600 collectively 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 adjustment to or disclosure in the financial
statements.

12. Except as listed in Appendix A and Appendix B, there are no transactions that have not been
properly recorded in the accounting records underlying the financial statements.

13. The Bureau has no plans or intentions that may affect the carrying value or classification of assets
and liabilities.

14. The following to the extent applicable, have been appropriately identified and properly recorded
and disclosed in the frnancial statements:

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

b. Guarantees, whether written or oral, under which the Bureau is contingently liable.

8

9

10

n.
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15. Regarding related parties:

a. We have disclosed to you the identity of the entity's related parties and all the related party
relationships and transactions of which we are aware.

b. To the extent applicable, related parties and all the related-party relationships and transactions,
including sales, purchases, loans, transfers, leasing arrangements, and guarantees (written or
oral) have been appropriately identified, properly accounted for, and disclosed in the financial
statements.

c. In the ordinary course of business, WB enters into transactions with the Yap State
G-overnment and private businesses in which certain of the YVB board members hold positions
of influence. The Yap State subsidies for the years ended September 30,2014 and ZOLZ ot
$269,067 and $283,561, respectively, constitute related parly transactions. These subsidies are
disclosed in Note 6 to the financial statements.

In preparing the financial statements in conformity with GAAP, management uses estimates. All
estimates have been disclosed in the financial statements for which known information available
prior to the issuance of the financial statements indicates that both of the following criteria are met:

a. It is at least reasonably possible that the estimate of the effect on the financial statements of a
condition, situation, or set of circumstances that existed at the date of the financial statements
will change in the near term due to one or more future confirming events.

b. The effect of the change would be material to the financial statements.

We are not aware of any estimates at September 30,2014 that may change and that the effect of the
change would be material to the financial statements.

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

a. The concentration exists at the date of the financial statements;

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

c. It is at least reasonably possible that the events that could cause the severe impact will occur in
the near term.

There are no:

a. Instances of identified or suspected noncompliance with laws and regulations whose effects
should be considered when preparing the financial statements.

b' Known actual or possible litigation and claims whose effects should be considered when
preparing the financial statements that have not been disclosed to you and accounted for and
disclosed in accordance with GAAP.

c. Other liabilities or gain or lnss contingencies that are required to be accrued or disclosed by
GASB Codification Section C50, Claims and Judgments.

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

The Bureau has complied with all aspects of contractual agreements that would have an effect on

16.

11.

18.

t9

20
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21.

22.

the financial statements in the event of noncompliance.

We have disclosed to you that no change in the Bureau's internal control over financial reporting
has occurred during the Bureau's most recent fiscal year Ihat has materially affected, or is

reasonably likely to materially affect, the Bureau's intemal control over financial reporting.

Receivables recorded in the financial statements represent valid claims against debtors for sales or
other charges arising on or before the balance-sheet date and have been appropriately reduced to
their estimated net realizable value.

No department or agency of Yap State has reported a material instance of noncompliance to us.

Regarding required supplementary information:

a. We confirm that we are responsible for the required supplementary information.

b. The required supplementary information is measured and presented in accordance with GASB
Codification Section 2200, Comprehensive Annual Financial Report

c. The methods of measurement and presentation of the supplementary information have not
changed from those used in the prior period.

There have been no actions taken by management, which contravene the provisions of local laws or
regulations or ofcontracts applicable to the Bureau.

The Bureau is responsible for determining and maintaining the adequacy of the allowance for
doubtful accounts receivable, as well as estimates used to determine such amounts. Management
believes the allowances are adequate to absorb cunently estimated bad debts in the account
balances.

The Bureau has advised you all awards provided by federal agencies in the form of grants,
contracts, loans, loan guarantees, properfy, cooperative agreements, interest subsidies, insurance, or
direct appropriations.

The Bureau has obligated, expended, received, and used public funds ofthe Bureau in accordance
with the purpose for which such funds have been appropriated or otherwise authorized by federal or
local law. Such obligation, expenditure, receipt, or use of public funds was in accordance with any
limitations, conditions, or mandatory directions imposed by federal or local law.

Money or similar assets handled by the Bureau on the local govemments have been properly and
legally administered and the accounting and recordkeeping related thereto is proper, accurate, and
in accordance with law.

No evidence of fraud or dishonesty in fiscal operations of programs administered by the Bureau has
been discovered.

During fiscal year 2014, YVB implemented the following pronouncements

o 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.

o GASB Statement No. 67, Financial Reporting for Pension Plans, which revises existing
guidance for the financial reports of most pension plans.

23.
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. GASB Statement No. 70, Accounting and Financial Reporting for Nonexchange Financial
Cuarantees, which requires a state or local governrnent guarantor that oflbrs a nclnexchange
financial guarantee to another organizatiorr or governnrcnt to recognize a liability ori its
finaucial s rnents rvhen it is rnore likel), $sn not tlr.at the guarantor rvill h{r requlred to
rnake a payment to the obligation holders under tlre agrecntent.

'fhe implernentation of these slatements did not have a material effect on YVB's 2014 financial
statemDots"

ln.lune ?0,l3, CASB issued Strrterrent No. 68. Aocountirig and F"inancial Reporting fbr Pensions.
which revises and establishes new financial reponing requirements lirr nro$t governnlents that
prorride iheir tniployecs x'ith pension benefits. The provisions in Statenrent 68 arc elfectjve lirr
f-tscalycars beginning alter June l-5. :.014. Management does not believe tliat the implementation
of tlris statemcnt will ltavc anralerial el'fcct on the financial statelrents oithe l]ureau.

ln January 2013, GASB issued Statement No" 69. Covernrnent Combinalions and Disposals of
Coverntnptil Operations, which improves accountjng and flnancial repofiing lbr state and local
go\rernlnents' conibinations arid disposals of governmsnt operations. Government combinations
irrcludc mcrgcfs. acquisitioris. and transfers of operalions. A disposal of golernntent operations can
occur through a transfer fo another governn.Ieflt or a salc. The provisions in Statement 69 are
effectivi) for flscal years beginnr'ng attur Decenrber 15. 2011. Management has not yet cleterrnined
the et{ect ol'inplenrtntalion oi'thcse stalernents or the Ilnancial staterr}enls o1'the Bureau.

ln November 20 13. GASI3 issued Statornent No.7l. Pension'I'ransilion for Contributions Made
Subsequent to tlre lvleasul'emenl Date - an amendment of GASB Staternent No. 68. rvhich addresses
an issue re*Qardin*t application of tirc transition provisions of'statcment No. 68" Accounting and
Firrancial Reporting fcrr Pensions. The issue relates to anounts asscsiated with contributions, if
any. made by a state or local government employer or nonemployer contributing entity to a clefined
benet'it pension plan after tlre tneasurernent date of the govelnment's beginning net pension
liability. 'l'lte provisions in St$ement 7i ile etTective for fiscal years bcginning alter June 15,
2014. Managqmenl does not believe that the implcmentation ol'this statcil:ent will have a rrraterial
eflect on the iinancial slafements of tbe Bureau.

The Bureau does trot requite collateraliilatiori of its cash deposits; {herefore, deposit levels iil excess
of I]DIC itisuratice cov$rage are uncollateralized. Accordingly, these deposits are exposecl to
custodial credit risk. The Bureau has not e.rperienced any losses on suoh accounts and management
believes it is not expuscd to any signilicant crcdit risk on its deposits.

No events have occurru-d after September 10. 2014, but before .lune 5, 2015, the date the finanoial
statenents rvere available to be is.sued tltat require consideration a.s adjustrnenis to r:r disclosures in
tlre fi nancial slaretuents.

i'ia l(cn, -A cco r"intant
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