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INDEPENDENT AUDITORS REPORT

Board of Directors
GovGuam Association of Retired Persons, Inc.:

We have audited the accompanying statement of financial position of Servicio Para | Manamko
(SPIMA), adivision of GovGuam Association of Retired Persons, Inc., as of September 30, 1998, and
the related statements of activities and cash flows for the year then ended. These financial statements are
the responsibility of SPIMA’s management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
Genera of the United States. Those standards require that we plan and perform the audit to obtain
reasonabl e assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financia
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides areasonable basis for our opinion.

In our opinion, such financial statements present fairly, in all materia respects, the financial position of
Servicio Paral Manamko (SPIMA), a division of GovGuam Association of Retired Persons, Inc., as of
September 30, 1998, and the changes in its net assets and its cash flows for the year then ended, in
conformity with generally accepted accounting principles. This report relates only to Servicio Para |
Manamko (SPIMA), a division of GovGuam Association of Retired Persons, Inc., and does not extend
to the financia statements of GovGuam Association of Retired Persons, Inc., taken as a whole for the
year ended September 30, 1998.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
awhole. The supplementary information on page 7 is presented for the purpose of additional anaysis
rather than to present the results of operations of SPIMA. This supplementary information is the
responsibility of SPIMA’s management. Such information has been subjected to the auditing procedures
applied in our audit of the basic financia statements of Servicio Paral Manamko (SPIMA), adivision of
GovGuam Association of Retired Persons, Inc., as of and for the year ended September 30, 1998, and in
our opinion, is fairly stated in all material respects when considered in relation to the basic financial
statements of SPIMA taken as awhole.



In accordance with Government Auditing Standards, we have also issued our report dated March 5,
1999, on our consideration of Servicio Paral Manamko (SPIMA)’s, a division of GovGuam Association
of Retired Persons, Inc., internal control over financial reporting and our tests of its compliance with

certain provisions of laws, regulations, contracts, and grants.

Dl N

March 5, 1999



GOVGUAM ASSOCIATION OF RETIRED PERSONS, INC.
(SERVICIO PARA | MANAMKO)

Statement of Financial Position
September 30, 1998

ASSETS:
Current assets.
Cash $ 301,148
Accounts receivable 835,562
Tota current assets 1,136,710
Property:
Automobile 275,629
Furniture and equipment 77,819
Less: accumulated depreciation (261,414)
Total assets $ 1,228,744
LIABILITIES:
Current liabilities:
Accounts payable $ 188,548
Other accrued expenses 203,502
Other liabilities (deposits) 149,574
Total liabilities 541,624
Net assets:
Unrestricted 687,120
Temporarily restricted -
Net assets 687,120
Contingency (note 4)
Total liabilities and net assets $ 1,228,744

See accompanying notes to financial statements.



GOVGUAM ASSOCIATION OF RETIRED PERSONS, INC.

(SERVICIO PARA | MANAMKO)

Statement of Activities
Y ear Ended September 30, 1998

Public support, private support and revenue:
Public support:
Government grants (note 2)
Local appropriation
Private support:
Donations from center participants
Fund raising activities (note 3)

Expenses:

Tota support and revenue
Net assets released from restrictions

Tota support and revenue

Program services:
Center services
Transportation services

Total program services

Management and general expenses
Fundraising expenses

Total expenses

Increase from operating activity

Other changes in net assets:
Acquisition of property
Disposal of property

Total other changesin net assets

Increase in net assets

Net assets at beginning of year

Net assets at end of year

See accompanying notes to financial statements.

Temporarily

Unrestricted Restricted Total
- $ 2830811 $ 2,830,811
- 60,000 60,000
16,693 - 16,693
77,067 - 77,067
93,760 2,890,811 2,984,571
2,890,811 (2,890,811) -
2,984,571 - 2,984,571
1,342,488 - 1,342,488
890,619 - 890,619
2,233,107 - 2,233,107
346,543 - 346,543
95,200 - 95,200
2,674,850 - 2,674,850
309,721 - 309,721
32,511 - 32,511
(9,678) - (9,678)
22,833 - 22,833
332,554 - 332,554
354,566 - 354,566
637,120 $ - 687,120




GOVGUAM ASSOCIATION OF RETIRED PERSONS, INC.
(SERVICIO PARA | MANAMKO)

Statement of Cash Flows
Y ear Ended September 30, 1998

Cash flows from operating activities:
Increase in net assets $ 332,554
Adjustments to reconcile change in net assets to net
cash used for operating activities:

Depreciation 17,790

Changes in operating assets and liabilities:
Accounts receivable (640,274)
Accounts payable and accruas 110,056
Other liabilities 51,969
Net cash used for operating activities (127,905)

Cash flows from investing activities:

Purchase of land, buildings and equipment (32,511)
Disposal of land, buildings and equipment 9,204
Net cash used for investing activities (23,307)
Net decrease in cash (151,212)
Cash at beginning of year 452,360
Cash at end of year $ 301,148

See accompanying notes to financial statements.



GOVGUAM ASSOCIATION OF RETIRED PERSONS
(Servicio Para | Manamko)

Notesto Financial Statements
September 30, 1998

(1) Summary of Significant Accounting Policies

Operations. Servicio Para | Manamko (SPIMA) is a division of GovGuam Association of Retired
Persons, Inc. (GGARP), which is a non-stock, nonprofit corporation organized on June 16, 1969.

Adoption of New Accounting Standards

SPIMA has adopted the provisions of Statement of Financia Accounting Standards No. 116,
“Accounting for Contributions Received and Contributions Made” (SFAS 116) and Statement of
Financial Accounting Standards No. 117, “Financial Statements of Not-for-Profit Organizations’
(SFAS 117). SFAS 116 establishes standards for accounting for contributions. SFAS 117
establishes broad standards for reporting information in financial statements issued by not-for-profit
organizations and requires these financial statements to focus on the entity as a whole. Amounts
related to an organization’s financia position and activities are to be reported in three classes of net
assets: permanently restricted, temporarily restricted and unrestricted.

These statements must classify an organization’s assets, revenues, expenses, gains and losses based
on the existence or absence of donor-imposed restrictions. The three classes of net assets are now
classified as one of the following types:

* Unrestricted
e Temporarily restricted
*  Permanently restricted

SPIMA has determined that all assets, revenues, expenses, gains and losses resulting from local
government contracts and other contributions are temporarily restricted and unrestricted,
respectively. SPIMA has determined that property and equipment and depreciation expense are
unrestricted. SPIMA has determined that none of its net assets should be classified as permanently
restricted.

Net Assets

SPIMA reports grants or gifts of cash and other assets as restricted support if they are received with
donor stipulations that limit the use of the donated assets. When a donor restriction expires, that is,
when a stipulated time restriction ends or a purpose restriction is accomplished, temporarily
restricted net assets are reclassified to unrestricted net assets and reported in the statement of
activities as net assets rel eased from restrictions.

Net assets were released from restrictions due to satisfaction of Department of Public Health and
Socia Services (DPHSS) imposed restrictions in the amount of $2,890,811 for the year ended
September 30, 1998.



GOVGUAM ASSOCIATION OF RETIRED PERSONS
(Servicio Para | Manamko)

Notesto Financial Statements
September 30, 1998

(1) Summary of Significant Accounting Policies, Continued

Grant Support

In fiscal year 1998, GGARP was contracted by the Department of Public Health and Social Services
(DPHSS) of the Government of Guam to provide social services to senior citizens under its Servicio
Para | Manamko (SPIMA) division. SPIMA recognizes contract funds from DPHSS as support
when earned during the grant period. Funds remaining unused at the end of an accounting period are
recorded as temporarily restricted net assets. In accordance with the terms of its contract with
DPHSS, SPIMA may use unexpended funds in future periods, provided expenses incurred are in
compliance with the specified terms of the DPHSS contract. DPHSS may, at its discretion, request
reimbursement for expenses or the return of unused funds, or both, as a result of non-compliance by
SPIMA with the terms of the DPHSS contract. In addition, if SPIMA terminates its DPHSS contract
activities, al unexpended funds are to be returned to DPHSS.

Cash. For the purposes of the statements of financial position and cash flows, cash is defined as cash
on hand and in bank. The entity does not require collateralization of its cash accounts. Federal
Deposit Insurance Corporation covers $100,000 of the entity’s cash balances, with the remainder
being uninsured.

Accounts receivable. Receivables arise from GGARP's contracts with the Department of Public
Health and Socia Services (DPHSS).

Contributions. Contributions represent cash donations to SPIMA from private individuals and are
recognized as support when received.

Property and Equipment. Property and equipment acquired with DPHSS funds are considered to be
owned by GGARP while used in the program or in future authorized programs.

Depreciation of al property and equipment is computed on a straight-line basis for assets over
MACRS class lives, ranging from five to ten years.

Donated Property and Services. Property donated to SPIMA is recorded at its market value at the
time of receipt. Donated services are valued at estimated average fees normally charged by the
professionals rendering the services. Donated property and services are recognized both as support
and expenses and, therefore, do not affect SPIMA's fund balances.

Annual and Sick Leave. Annual leave is accrued as earned by employees. As of September 30,
1998, accrued annual leave totals $135,069. As of September 30, 1998, a total of $208,336 in sick
leave is available for use in subsequent periods, but is not accrued in the accompanying financial
Statements.

Recognition of Program Income and Expenses. SPIMA recognizes revenues and expenses on a
modified accrual basis. Records are maintained on a cash basis and are periodically converted to an
accrual basis.




GOVGUAM ASSOCIATION OF RETIRED PERSONS
(Servicio Para | Manamko)

Notesto Financial Statements
September 30, 1998

(1) Summary of Significant Accounting Policies, Continued

Estimates. The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actua
results could differ from those estimates.

(2) Summary of Funding

SPIMA is funded primarily through grants from DPHSS. The following information summarizes
SPIMA's contract activity during the year ended September 30, 1998.

Number Grant Period Grant Amount
DPHSS:
Senior Center Operations 10/01-09/30 $ 1,381,661
Transportation Services 10/01-09/30 927,131

$ 2,308,792

These funds are restricted to be used only for purposes authorized under the terms of the contract.

(3) Fund Raising Activities

The Elderly Program generates income from fund raising activities. Such income is used by the
Elderly Program to defray program costs and to provide extended services to senior citizens.

(4) Contingency

During fiscal year 1997, a lawsuit was brought against GovGuam Association of Retired Persons,
Inc., as aresult of a GGARP (SPIMA) bus accident. Legal counsel has been hired by the insurance
company. As of September 30, 1998, no judgment has been rendered, and the outcome is uncertain.
Since GGARP (SPIMA) is insured, the insurance company will pay for any judgment against
GGARP (SPIMA) up to $100,000, beyond which GGARP (SPIMA)’s contingent loss cannot be
reasonably estimated.



Personnel

Contractual

Benefits

Supplies

Transportation
Maintenance and custodial
Depreciation

Equipment

Miscellaneous

Total expenses

GOVGUAM ASSOCIATION OF RETIRED PERSONS, INC.
(SERVICIO PARA | MANAMKO)

Schedule of Functional Expenses
Y ear Ended September 30, 1998

Program
Total Management

Center Transportation ~ Programs and Generd Fundraising Totd
$ 1094531 $ 536056 $ 1,630,587 $ 136,336 $ - 1,766,923
34,619 160,547 195,166 50,130 - 245,296
134,715 74,592 209,307 17,110 - 226,417
9 44,815 44,824 31,688 - 76,512
8,392 29,948 38,340 - - 38,340
19,717 3,029 22,746 16,211 - 38,957
- - - 17,790 - 17,790
23,786 (9,407) 14,379 19,059 - 33,438
26,719 51,039 77,758 58,219 95,200 231,177
$ 1342483 $ 890,619 $ 2,233,107 $ 346,543 $ 95,200 2,674,850

See accompanying Independent Auditors Report.



