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June 26, 2026 

 
 

The Board of Trustees 
Chuuk State Health Care Plan 

 

Dear Members of the Board of Trustees: 

We were engaged to audit the financial statements of the Chuuk State Health Care Plan (the “Plan”), a component 
unit of the State of Chuuk, as of and for the year ended September 30, 2024, in accordance with auditing standards 
generally accepted in the United States of America (“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, and have issued our report thereon dated June 26, 2026. As described in the Basis for Disclaimer 
of Opinion section of that report, we were not able to obtain sufficient appropriate audit evidence to provide a 
basis for an audit opinion and, accordingly, we do not express an opinion on the financial statements. 

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 Plan is responsible. 

This report is intended solely for the information and use of management, the Board of Trustees, and others within 
the Plan, 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 the Plan for their cooperation and assistance during the course of 
this engagement. 

Very truly yours, 
 
 
 
 
 
 
 
 
 
 
 

cc: Management of Chuuk State Health Care Plan 
 
  



   

Required Communications 
 
Our responsibility under generally accepted auditing standards and generally accepted government auditing 
standards 

Our responsibility is to conduct an audit of the Plan’s financial statements in accordance with auditing standards 
generally accepted in the United States of America and the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States, and to issue an auditor’s 
report. However, because of the matter described in the Basis for Disclaimer of Opinion section of our report, we 
were not able to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion on these 
financial statements. 

We are required to be independent of the Plan and to meet our other ethical responsibilities in accordance with 
the relevant ethical requirements relating to our audit. 

Basis for disclaimer of opinion 

The Plan did not perform reconciliations or maintain subsidiary ledgers for a substantial portion of the account 
balances reported in its September 30, 2024 statement of net position. As of the date of our audit report, 
management was still in the process of performing such procedures to determine the adjustments necessary to 
correct the financial statements as of and for the year ended September 30, 2024. We were unable to confirm or 
verify the recorded balances in the financial statements through alternative audit procedures. Consequently, we 
were unable to determine the extent of adjustments required for recorded or unrecorded balances in the financial 
statements. Because of the significance of this matter, we do not express an opinion on the accompanying 
financial statements. 

Significant accounting policies 

The Plan’s significant accounting policies, including recently issued and adopted accounting pronouncements, are 
set forth in Note 2 to the Plan’s 2024 financial statements. 

Because of the matter described in the Basis for Disclaimer of Opinion section above, we were unable to obtain 
sufficient appropriate audit evidence to evaluate whether the significant accounting policies have been 
appropriately applied to the recorded account balances. Based on the limited procedures we were able to 
perform, nothing came to our attention to indicate that the significant accounting policies described in Note 2 are, 
in themselves, inappropriate; however, we are unable to conclude on the qualitative aspects of the Plan’s 
accounting practices as they relate to the underlying account balances. 

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. Significant accounting estimates reflected in the Plan’s 2024 
financial statements include management’s estimate of the allowance for uncollectible accounts, which is 
determined based on past collection experience and the credit risk of specific customers, and management’s 
estimate of depreciation expense, which is based on the estimated useful lives of the respective capital assets. 
Because of the matter described in the Basis for Disclaimer of Opinion section above, we were unable to obtain 
sufficient appropriate audit evidence regarding these estimates or the account balances to which they relate, and 
accordingly we are unable to conclude on the reasonableness of management’s estimates. 
 
Corrected misstatements 
 
Because management did not complete the reconciliations and analyses of significant account balances, and was 
unable to provide subsidiary ledgers and supporting documentation for a substantial portion of the recorded 
balances, we were unable to determine the corrections or adjustments necessary to the financial statements. 
Corrected misstatements in the financial statement reclassification are listed in Appendix A to Attachment II and 
are reflected in the 2024 financial statements.  
 



   

Uncorrected misstatements 

Because we were unable to obtain sufficient appropriate audit evidence regarding a substantial portion of the 
recorded account balances, we were unable to determine the nature and amount of misstatements, if any, that 
remain uncorrected in the financial statements. As a result, the financial statements may contain material 
misstatements, individually or in the aggregate, the extent of which could not be determined. 

 
Significant deficiencies and material weaknesses in internal control over financial reporting 

 
In connection with our engagement, we identified certain deficiencies in internal control over financial reporting 
that we consider to be a significant deficiency and a material weakness. These are described in the accompanying 
Schedule of Findings as item 2024-001, Board Compensation (significant deficiency), and item 2024-002, 
Timeliness of Record Maintenance and Financial Statement Preparation (material weakness). These matters are 
more fully described in our separate report on internal control over financial reporting and on compliance and 
other matters issued under Government Auditing Standards. 
 
Related party relationships and transactions 

We noted no significant matters regarding the Plan’s relationships and transactions with related parties other 
than those disclosed in Note 5 to the financial statements, which include premiums receivable from, and premium 
revenue earned from, the Chuuk State Government, a portion of which relates to court judgments obtained 
against the Chuuk State Government for which repayment depends on future Chuuk State appropriations. 
 
Changes to the terms of the audit with no reasonable justification for the change 
  
None. 
 
Significant unusual transactions 

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

Other information in the annual reports 

When audited financial statements are included in documents containing other information such as the Plan’s 
2024 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. We will read the other information in the Plan’s 2024 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 Trustees. 

Disagreements with management 

We have not had any disagreements with management related to matters that are material to the Plan’s 2024 
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 2024. 

  



   

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. 
Other than the matters described under “Significant difficulties encountered in performing the audit” below and 
in the Basis for Disclaimer of Opinion section, such discussions or correspondence did not involve significant 
findings or issues requiring communication to the Board of Trustees. 

Significant difficulties encountered in performing the audit 

We encountered significant difficulties during the course of our audit. As described in the Basis for Disclaimer of 
Opinion section, the Plan did not perform periodic or year-end reconciliations of the general ledger, did not 
maintain subsidiary ledgers for several significant accounts (including investments, capital assets, advances, 
accounts payable, and accrued expenses), and was unable to provide essential source documents supporting 
recorded transactions. A preliminary trial balance for the year ended September 30, 2024 was initially submitted 
in February 2026, and a corrected trial balance reflecting significant adjustments was submitted in May 2026; 
however, the trial balance remained incomplete and did not include all transactions or adjustments for several 
significant accounts. These conditions prevented us from obtaining sufficient appropriate audit evidence and from 
performing adequate alternative procedures and resulted in our disclaimer of opinion on the financial statements. 
 
Fraud and noncompliance with laws and regulations (illegal acts) 
 
We are not aware of any matters that require communication. However, because of the matter described in the 
Basis for Disclaimer of Opinion section, had the scope of our work been sufficient to enable us to express an 
opinion on the financial statements, instances of fraud or noncompliance may have been identified and reported. 
 
Independence matters 
 
We are not aware of any matters that in our professional judgment would impair our independence. 
 
AICPA ethics ruling regarding third-party service providers 
 
From time to time, and depending on the circumstances, (1) Shinoda CPA may subcontract portions of the Audit 
Services to others, who may deal with the Plan or its affiliates directly, although Shinoda CPA alone will remain 
responsible to you for the Audit Services and (2) personnel, including non-certified public accountants 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 Shinoda CPA in connection with 
the Audit Services. 

Management’s representations 

We have made specific inquiries of the Plan’s management about the representations embodied in the financial 
statements. In addition, we have requested that management provide to us the written representations the Plan 
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 26, 2026, on the Plan’s internal control over financial 
reporting and on its compliance and other matters based on an audit of financial statements performed in 
accordance with Government Auditing Standards. Within that report, we noted certain matters that we 
considered to be a significant deficiency and a material weakness under standards established by the American 
Institute of Certified Public Accountants. 

A description of the responsibility of management for establishing and maintaining internal control over financial 
reporting and of the objectives of and inherent limitations of internal control over financial reporting, is set forth 
in Attachment I and should be read in conjunction with this report.  



   

 

Attachment I 

Definition 

The definition of a deficiency is as follows: 

A deficiency exists when the design or operation of a control does not allow management or employees, in the 
normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A 
deficiency in design exists when (a) a control necessary to meet the control objective is missing or (b) an existing 
control is not properly designed so that, even if the control operates as designed, the control objective is not 
always met. A deficiency in operation exists when (a) a properly designed control does not operate as designed, 
or (b) the person performing the control does not possess the necessary authority or qualifications to perform the 
control effectively. 

Management’s responsibility for, and the objectives and limitations of, internal control over financial reporting 

The following comments concerning management’s responsibility for internal control over financial reporting and 
the objectives and inherent limitations of internal control over financial reporting are adapted from auditing 
standards generally accepted in the United States of America. 

Management’s responsibility 

The Plan’s management is responsible for the overall accuracy of the financial statements and their conformity 
with generally accepted accounting principles. In this regard, management is also responsible for establishing and 
maintaining effective internal control over financial reporting. 

Objectives of internal control over financial reporting 

Internal control over financial reporting is a process affected by those charged with governance, management, 
and other personnel and designed to provide reasonable assurance about the achievement of the entity’s 
objectives with regard to reliability of financial reporting, effectiveness and efficiency of operations, and 
compliance with applicable laws and regulations. Internal control over the safeguarding of assets against 
unauthorized acquisition, use, or disposition may include controls related to financial reporting and operations 
objectives. Generally, controls that are relevant to an audit of financial statements are those that pertain to the 
entity’s objective of reliable financial reporting (i.e., the preparation of reliable financial statements that are fairly 
presented in conformity with generally accepted accounting principles). 

Inherent limitations of internal control over financial reporting 

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion 
or improper management override of controls, material misstatements due to error or fraud may not be 
prevented or detected on a timely basis. Also, projections of any evaluation of the effectiveness of the internal 
control over financial reporting to future periods are subject to the risk that the controls may become inadequate 
because of changes in conditions, or that the degree of compliance with the policies or procedures may 
deteriorate. 

 
 



Attachment II
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