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Independent Auditors’ Report 
 
 

The Board of Trustees 
Guam Educational Telecommunications Corporation: 
 
 
We have audited the accompanying balance sheet/statement of net assets of Guam 
Educational Telecommunications Corporation (a public corporation) as of September 30, 
2002, and the related statements of revenues, expenditures and changes in fund 
balances/activities for the year then ended.  These financial statements are the responsibility 
of the management of Guam Educational Telecommunications Corporation.  Our 
responsibility is to express an opinion on these financial statements based on our audit.   
 
We conducted our audit 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.  
Those standards require that we plan and perform the audit to obtain reasonable 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 financial 
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 a reasonable basis for our opinion. 
 
In our opinion, such financial statements present fairly, in all material respects, the financial 
position of Guam Educational Telecommunications Corporation as of September 30, 2002, 
and the results of its operations for the year then ended in conformity with accounting 
principles generally accepted in the United States of America. 
 
As described in notes 2 and 3, Guam Educational Telecommunications Corporation has 
implemented a new financial reporting model, as required by the provisions of GASB 
Statement No. 34, Basic Financial Statements – and Management’s Discussion and Analysis – for State 
and Local Governments, as of September 30, 2002 and for the year then ended. 
 
The management’s discussion and analysis on pages 3 through 6 is not a required part of the 
basic financial statements but is supplementary information required by the Governmental 
Accounting Standards Board.  We have applied certain limited procedures, which consisted 
principally of inquiries of management regarding the methods of measurement and 
presentation of the required supplementary information.  However, we did not audit the 
information and express no opinion on it. 
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In accordance with Government Auditing Standards, we have also issued a report dated February 
3, 2003 on our consideration of Guam Educational Telecommunications Corporation’s 
internal control structure and on its compliance with laws, regulations, contracts and grants.  
That report is an integral part of an audit performed in accordance with Government Auditing 
Standards and should be read in conjunction with this report in considering the results of our 
audit. 
 

 
 
 
February 3, 2003 
 
 



Management’s Discussion And Analysis 
 

This discussion and analysis of Guam Educational Telecommunications Corporation 
(KGTF) is intended to give an overview of our financial performance for the year ended 
September 30, 2002.  This analysis should be read in conjunction with following 
financial statements, related footnotes and required supplementary information. 
 
Financial Statements 
 
KGTF’s financial statements are prepared in accordance with U.S. generally accepted 
accounting principles as promulgated by the Governmental Accounting Standards Board 
(GASB). 
 
The required financial statements include a Governmental Funds Balance Sheet/ 
Statement of Net Assets which identifies the nature and amount of an entity’s available 
resources (assets) and obligations (liabilities) at a specific point in time.  Net Assets 
represents the amount by which an entity’s assets exceed its liabilities and represents 
resources available to fund future operations.  The Statement of Governmental Fund 
Revenues, Expenditures and Changes in Fund Balance/Statement of Activities is another 
required statement.  This statement provides information about the entity’s sources of 
revenue and nature of the related expenses during the period being reported on.  It reflects 
the entity’s ability to recover costs associated with providing services. 
 
Financial Analysis 
 
Our analysis is based on the following condensed financial data for the year ended 
September 30, 2002, as presented in the statement of net assets and the changes in net 
assets.  The nature of these statements is explained in the preceding paragraph.  Adoption 
of GASB Statement No. 34, Basic Financial Statements – and Management’s Discussion 
and Analysis – for State and Local Governments, does not contemplate a restatement of 
prior year amounts and therefore they are not presented here.  Future reports will include 
prior year amounts for comparative purposes. 
 
Statement of Net Assets 
 
Capital assets $  1,136,023 
Long-term assets 493,794 
Current and other assets     796,822 
 
 Total assets $  2,426,639 
 
Long-term liabilities $      493,794 
Other liabilities      528,053 
 
 Total liabilities                           $  1,021,847 
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Net assets 
 
Invested in capital assets  $1,136,023 
Unrestricted     268,769  
 

Total net assets $1,404,792 
 
Total net assets decreased by approximately 47%.  The bulk of this decrease related to the 
adoption of GASB 34 which now requires KGTF to depreciate and amortize its capital 
assets.  The resulting decrease in capital assets (net of accumulated depreciation and 
amortization) was $1,113,221 or 49% prior to giving consideration to adoption of GASB 
34 at October 1, 2001.  Other notable decreases included cash (an 83% decrease) and 
time certificates of deposit (a 5% decrease).  This in essence indicates that KGTF has less 
cash available than in prior years to fund daily operations.  However, there do appear to 
be sufficient funds for the near term. 
 
Statement of Activities 
 
Local appropriation $ 464,299 
Community Service Grant  508,915 
Contributions and other       261,885 
Interest income                     17,516 
 
 Total revenues  1,252,615 
 
Program services      102,763 
Supporting services      1,192,732 
Depreciation expense                    270,655 
 
 Total expenses    1,566,150 
 
Deficiency of revenues over expenditures   (313,535) 
 
Net assets beginning of year 1,718,327 
 
Net assets at end of year      $1,404,792 
 
Total revenues decreased by approximately 12%.  A proper analysis of this decrease 
should exclude the local appropriation and community service grants as these revenues 
and related expenses are recognized in equal amounts as the expenses are incurred.  The 
true decrease results from a drop in revenues recognized from fundraising efforts and 
overall contributions as well as declining interest rates, which adversely affected earnings 
on the time certificates of deposit. 
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Total operating expenses increased by approximately 19%, reflecting the recording of 
depreciation expense in the current year offset by various cost cutting measures 
implemented by management in light of the declining revenues. 
 
Budgetary Highlights 
 
KGTF does not prepare a budget and actual analysis as only certain items are funded by 
GovGuam and a legally adopted budget is not required for the entity as a whole. 
 
Capital Assets 
 
KGTF has approximately $1.1 million invested in capital assets.  This represents a net 
decrease of approximately $1.1 million, or 49% over the previous year.  Once again this 
decrease results primarily from the adoption of GASB 34 as discussed above.  The actual 
composition and the activity within these accounts are presented in more detail in the 
notes to the financial statements.  The majority of the current year investment was for 
upgrading the studio equipment.  More specifically, three digital studio cameras, a wide 
angle lens, accessories and an editing suite were purchased. 
 
The Federal Communications Commission has mandated that KGTF be fully digital by 
the year 2006.  It is expected that the conversion will cost approximately $3–4 million.  
Funding for this project has yet to be identified although management intends to 
approach the local government to provide the match of the amount needed.  In that 
regard, KGTF has applied for a Five Hundred Thousand Dollar ($500,000) grant from the 
Corporation for Public Broadcasting for the conversion to digital which consists of 
facility design, equipment and training.  We have secured an additional grant of Forty 
Nine Thousand Dollars ($49,000) from Public Broadcasting Service for a consulting 
digital engineer for the planning and development of the digital conversion 
 
Economic Factors 
 
The overall economic condition on Guam continues to deteriorate.  Although 
management is exploring new and different avenues to enhance fundraising efforts, the 
severe downturn in the economy will have an adverse effect on these efforts.  Sustaining 
an already declining level of private contributions represents a significant challenge in 
itself.  In response to a decline in fundraising revenues, management has implemented 
cost cutting measures and is examining other areas of cost savings. 
 
GovGuam is experiencing a severe cash shortfall that will assuredly affect KGTF’s 
funding.  KGTF has been informed that their appropriation has been reduced by 
approximately Fifty Two Thousand Dollars ($52,000).  With the exception of salaries and 
related benefits, any other decreases in items funded by the local government will have to 
be absorbed by other revenue sources.  This will have to be done until such time that 
GovGuam restores KGTF’s previous funding levels. 
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Contacting KGTF 
 
This report is designed to assist Guam residents, taxpayers and contributors with an 
overview of KGTF’s finances and to show KGTF’s accountability for the money it 
receives.  If you have a question about this report or need additional financial 
information, contact KGTF at 734-2207, or visit our office in Mangilao, Guam. 
 
 



Statement of
General Fund Adjustments Net Assets

Cash 19,986$        -                    19,986$       
Time certificates of deposit 715,001        -                    715,001       
Accounts receivable 52,159          -                    52,159         
Prepaid expenses 9,676            -                    9,676           
Capital assets, net -                    1,136,023     1,136,023    
Amount to be provided for
    unfunded retirement fund contribution -                    429,800        429,800       
Amount to be provided for
    annual leave -                    63,994          63,994         

Total assets 796,822$      1,629,817$   2,426,639$  

Accounts payable 78,131          -                    78,131         
Accrued liabilities 35,480          -                    35,480         
Unfunded retirement fund contribution -                   
     payable -                    429,800        429,800       
Long term portion of annual leave -                    63,994          63,994         
Deferred revenue 47,628          -                    47,628         
Deferred support - unexpended 
     grant funds 366,814        -                    366,814       

Total liabilities 528,053        493,794        1,021,847    

Fund Balances/Net Assets
Fund balance:
    General fund 268,769        (268,769)       -                   

Total fund balances 268,769        (268,769)       -                   

Total liabilities and fund balances 796,822$      

Net assets
Invested in capital assets 1,136,023     1,136,023    
Unrestricted 268,769        268,769       

1,404,792     1,404,792    

Total net assets 1,404,792     1,404,792

See accompanying notes to financial statements.

Assets

 Liabilities

GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION
(A Public Corporation)

Governmental Funds Balance Sheet/Statement of Net Assets

September 30, 2002
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General Statement of 
Fund Adjustments Activities

Revenues
    Local appropriation 464,299$     -                  464,299$     
   Community Service Grant 508,915       -                  508,915       
   Contributions and other revenues 134,838       -                  134,838       
    In-kind contribution 113,024       -                  113,024       
    Donated personal services of volunteers 13,963         -                  13,963         
    Membership income 60                -                  60                
    Interest income 17,516         -                  17,516         

Total support and revenue 1,252,615    -                  1,252,615    

Expenditures/expenses:
    Program services:
        Station production 69,997         -                  69,997         
        Station upgrade 32,766         -                  32,766         
        Capital outlays 124,434       (124,434)     -                  

227,197       (124,434)     102,763       
    Supporting services:
        Program broadcasting 414,262       -                  414,262       
        Development and promotion 91,391         -                  91,391         
        Contractual services 99,397         -                  99,397         
        Supplies and materials 11,848         -                  11,848         
        Local appropriation:
            Personnel services 327,860       -                  327,860       
            Fringe benefits 52,675         -                  52,675         
            Utilities 32,182         -                  32,182         
        Special projects 36,130         -                  36,130         
        In-kind expenses   113,024       -                  113,024       
        Donated personal services of volunteers 13,963         -                  13,963         
        Depreciation expense -                  270,655       270,655       

1,192,732    270,655       1,463,387    

Total expenditures/expenses 1,419,929    146,221       1,566,150    

Deficiency of revenues over
     expenditures (167,314)     167,314       -                  

Change in net assets (313,535)     (313,535)     

Fund balance/net assets:
Beginning of year 436,083       1,718,327    

End of year 268,769$     -$                1,404,792$  

See accompanying notes to financial statements.

GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION
(A Public Corporation)

Statement of Governmental Fund Revenues, Expenditures

For the Year Ended September 30, 2002

and Changes in Fund Balance/Statement of Activities
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GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A Public Corporation) 

 
Notes to Financial Statements 

 
September 30, 2002 

 
(1) Organization 
  
 Guam Educational Telecommunications Corporation (GETC), a component unit of the 

Government of Guam, currently operates one television station under the call letters 
KGTF-TV.  GETC was established as a public corporation by Public Law 12-194 as 
approved on January 2, 1975.  The purpose of the Corporation is to present educational 
television to the people of Guam and to involve the people of Guam in its activities to 
the maximum extent possible. 

 
 GETC’s license with the Federal Communications Commission was renewed through 

April 1, 2006.  GETC is subject to the condition that on December 31, 2006, the station 
will only broadcast digital television. 

 
 The Corporation is governed by a Board of Trustees, who shall be appointed by the 

Governor with the advice and consent of the Legislature.  Accordingly, GETC is a 
component unit of the Government of Guam. 

 
(2)   Summary of Significant Accounting Policies 
  
 Introduction 
 
 The accounting and reporting framework and the more significant accounting principles 

and practices of the Guam Educational Telecommunications Corporation (GETC) are 
discussed in the following sections of this note.  The remaining notes provide 
explanations and required disclosures relating to GETC’s financial activities for the 
fiscal year ended September 30, 2002.  GETC implemented a new reporting model 
standard beginning October 1, 2001.  Comparability with reports of all prior fiscal 
years will be affected.  Also see note 3. 

 
 Basis of Presentation 

 
GETC’s basic financial statements consist of government-wide statements, including a 
statement of net assets and a statement of activities, and fund financial statements 
which provide a more detailed level of financial information.  
 
The financial statements of GETC are prepared in accordance with generally accepted 
accounting principles (GAAP).  GETC applies all relevant Governmental Accounting 
Standards Board (GASB) pronouncements.  GETC, as a component unit of the 
Government of Guam, applies Financial Accounting Standards Board (FASB) 
pronouncements and Accounting Principles Board (APB) opinions issued on or before  

9 



GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A Public Corporation) 

 
Notes to Financial Statements, continued 

 
September 30, 2002  
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(2)   Summary of Significant Accounting Policies, continued 
 
November 30, 1989, unless those pronouncements conflict with or contradict GASB 
pronouncements, in which case, GASB prevails. 

 
 Government-wide Financial Statements  

 
The statement of net assets and the statement of activities display information about 
GETC as a whole.  

 
The statement of net assets presents the financial condition of the governmental 
activities of GETC at year-end.  The statement of activities presents a comparison 
between direct expenses and program revenues for each program or function of 
GETC’s governmental activities.  Direct expenses are those that are specifically 
associated with a service, program or department and therefore clearly identifiable to a 
particular function.  
 
Program revenues include charges paid by the recipient of the goods or services offered 
by the program, grants and contributions that are restricted to meeting the operational 
or capital requirements of a particular program and interest earned on grants that is 
required to be used to support a particular program.  Revenues which are not classified 
as program revenues are presented as general revenues, with certain limited exceptions.  
The comparison of direct expenses with program revenues identifies the extent to 
which each governmental program is self-financing or draws from the general revenues 
of GETC. 

 
Fund Financial Statements  

 
During the year, GETC accounted for its financial activities in a single governmental 
fund. A fund is defined as a fiscal and accounting entity with a self-balancing set of 
accounts.  Governmental funds are those through which most governmental functions 
are financed.  Governmental fund reporting focuses on the sources, uses and balances 
of current financial resources.  The difference between governmental fund assets and 
liabilities is reported as fund balance. GETC's only governmental fund is the general 
fund which accounts for all financial resources.  

 
The general fund balance is available to GETC for any purpose provided it is expended 
according to the general laws of the Government of Guam.  

 



GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A Public Corporation) 

 
Notes to Financial Statements, continued 

 
September 30, 2002  
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(2)  Summary of Significant Accounting Policies, continued 
 

Measurement Focus 
 

Government-wide Financial Statements 
 

The government-wide financial statements are prepared using a flow of economic 
resources measurement focus.  All assets and all liabilities associated with the operation 
of GETC are included on the statement of net assets.  
 
Fund Financial Statements 
 
The general fund is accounted for using a flow of current financial resources 
measurement focus. With this measurement focus, only current assets and current 
liabilities generally are included on the balance sheet.  The statement of revenues, 
expenditures and changes in fund balance reports on the sources (i.e., revenues and 
other financing sources) and uses (i.e., expenditures and other financing uses) of 
current financial resources.  This approach differs from the manner in which the 
governmental activities of the government-wide financial statements are prepared.  
Governmental fund financial statements therefore include a reconciliation with brief 
explanations to better identify the relationship between the government-wide 
statements and the statements for the general fund.   
  
The modified accrual basis of accounting is used by governmental funds.  Under the 
modified accrual basis of accounting, revenues are recognized when susceptible to 
accrual (i.e., when they become both measurable and available).  “Measurable” means 
that the amount of the transaction can be determined and “available” means that the 
amount of the transaction is collectible within the current period or soon enough 
thereafter to be used to pay liabilities of the current period.  A one-year availability 
period is used for revenue recognition for all governmental fund type revenues.  
Expenditures are recorded when the related fund liability is incurred.  

 
 Encumbrances 
   
 Encumbrances are recorded when purchase orders are issued but not considered 

expenditures until liabilities for payments are incurred.  Encumbrances are reported as a 
reservation of fund balance on the balance sheet.  Encumbrances do not lapse at the 
close of the fiscal year but are carried forward as reserved fund balance until liquidated.  

 



GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A Public Corporation) 

 
Notes to Financial Statements, continued 

 
September 30, 2002  
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(2)   Summary of Significant Accounting Policies, continued 
 
 Revenue Recognition 
 
 Unrestricted contributions and grants are recorded as revenue in the statement of 

revenues, expenditures, and changes in fund balances when received (in the case of 
contributions) or when approved by the grantor agency (in the case of grants).  

 
 Restricted grants received are initially recorded as deferred revenue until funds are 

expended.  Revenues are then recognized equal to expenditures incurred during the 
period in the statement of governmental fund revenues, expenditures and changes in 
fund balances/net assets.  

 
 Capital Assets, Depreciation, and Amortization 
 
 Items of property and equipment are stated at cost at acquisition date or estimated fair 

value at the date of receipt in the case of donated property, except as explained below.  
In accordance with Public Law 12-194, all property, facilities and equipment pertaining 
to television production were transferred from the Learning Resource Center of the 
Government of Guam’s Department of Education and the University of Guam to 
GETC.  Title to the land on which the station facilities and equipment are located has 
not been perfected in the name of GETC and is still held in the name of the Department 
of Education.  Certain property items acquired subsequent to the date of transfer are 
valued at estimated fair value at the date of acquisition where original cost records are 
not available.  

 
GETC’s property and equipment with useful lives of more than one year are stated at 
historical or estimated cost.  The costs of normal maintenance and repairs that do not 
add to the asset value or materially extend useful lives are not capitalized.  Capital 
assets are depreciated using the straight-line method.  When capital assets are disposed, 
the cost and applicable accumulated depreciation are removed from the respective 
accounts, and the resulting gain or loss is recorded in operations.   

 
Estimated useful lives, in years, for depreciable assets are as follows: 

 
  Buildings and improvements    15 - 30 years 
  Broadcasting equipment     3 - 10 years 
  Studio equipment  3 - 5 years  
   Furniture, fixtures and equipment     3 - 5 years 
 



GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A Public Corporation) 

 
Notes to Financial Statements, continued 

 
September 30, 2002  
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(2) Summary of Significant Accounting Policies, continued 
 

 Impairment of Assets 
 
 Federal legislation has been passed which requires the public broadcasting industry to 

use digital broadcasting equipment by the year 2006.  Based on this requirement, there 
is a potential impairment of GETC assets.  The extent of the impairment, if any, cannot 
be determined at this time; consequently any potential losses to GETC have not been 
presented in the accompanying financial statements.  

 
 In-kind Contributions and Donated Volunteer Services 
 
 In-kind contributions and donated personal services of volunteers are recorded as 

revenue and expense in the accompanying statement of revenues and expenditures.  In-
kind contributions are recorded at fair value.  Donated personal services of volunteers 
are also recorded at fair value based upon prevailing rates in the region.  

 
 Income Taxes 

  
 GETC is exempt from Guam income taxes under Section 501(c)(3) of the Guam 

Territorial Income Tax Laws.  
 
 Accrued Annual Leave 
 
 In previous years, GETC has recognized costs for accrued annual leave at the time such 

leave is utilized or through lump-sum payment at the time of an employee’s termination 
of employment.  Unfunded accrued annual leave for all employees aggregated $81,022 
at September 30, 2002.  Governmental Accounting Standards Board Statement No. 16, 
Accounting for Compensated Absences, provides that liabilities for vacation leave and 
other compensated absences, excluding sick leave, will be accrued provided the leave is 
attributable to past service.  During the year ended September 30, 2002, the current 
portion of annual leave totaled $17,078 and has been accrued and is included as a 
component of accrued liabilities in the accompanying financial statements.  The long-
term portion of annual leave totaled $63,944 and has been accrued and is included as 
long-term annual leave in the accompanying financial statements.  

 
 
 
 
 



GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A Public Corporation) 

 
Notes to Financial Statements, continued 

 
September 30, 2002  

 14 

(2)   Summary of Significant Accounting Policies, continued 
 

 Fund Balances 
 
 Unreserved fund balances for governmental funds represent the amount available for 

funding future operations.  Reserved fund balances for governmental funds represent 
the amount that has been legally identified for specific purposes.  

 
 Use of Estimates 
  
 The preparation of financial statements in conformity with generally accepted 

accounting principles requires management to make estimates and assumptions that 
affect certain reported amounts and disclosures.  Accordingly, actual results could 
differ from those estimates.  

 
(3) Change in Accounting Principles and Implementation of New Reporting Model 
 

For 2002, GETC has implemented GASB Statement No. 33, “Accounting and Financial 
Reporting for Nonexchange Transactions”, GASB Statement No. 34, “Basic Financial 
Statements – and Management’s Discussion and Analysis - for State and Local 
Governments”, GASB Statement No. 36, “Recipient Reporting for Certain Shared 
Nonexchange Revenues”, GASB Statement No. 37, “Basic Financial Statements and 
Management’s Discussion and Analysis for State and Local Governments: Omnibus”, 
GASB Statement No. 38, “Certain Financial Statement Note Disclosures”,  and   GASB   
Interpretation   No.  6,  “Recognition  and Measurement of Certain Liabilities and 
Expenditures in Governmental Fund Financial Statements.”  

 
GASB Statements No. 33 and 36 establish accounting and financial reporting standards 
for nonexchange transactions involving financial or capital resources.  The timing for 
the recognition of assets, liabilities, and expenditures/expenses resulting from 
nonexchange transactions will be the same whether the accrual or modified accrual 
basis of accounting is required.  For revenue recognition to occur on the modified 
accrual basis, however, the criteria established for accrual basis revenue recognition 
must be met and the revenue must be available.  

 
GASB 34 creates new basic financial statements for reporting on GETC’s financial 
activities.  The financial statements now include government-wide financial statements 
prepared on an accrual basis of accounting and fund financial statements which present 
information for individual major funds rather than by fund type.   
 



GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A Public Corporation) 

 
Notes to Financial Statements, continued 

 
September 30, 2002  
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(3) Change in Accounting Principles and Implementation of New Reporting Model, 
continued 
 
Requirements in order to comply also include adopting depreciation on capital assets 
and classifying assets and liabilities as current and non-current. 

 
GASB Statement No. 37 clarifies certain provisions of Statement No. 34, including the 
required content of the MD&A, the classification of program revenues and the criteria 
for determining major funds.  GASB Statement No. 38 modifies, establishes and 
rescinds certain financial statement note disclosures.  GASB Interpretation No. 6 
clarifies the application of standards for modified accrual recognition of certain 
liabilities and expenditures in areas where differences have arisen, or potentially could 
arise, in interpretation and practice.  

 
(4) Cash and certificates of deposit 
 
 At September 30, 2002, GETC held six certificates of deposit (TCD) and two time 

deposits on account (TDOA) with interest rates ranging from .6250% to 2.3% and 
maturities through February 1, 2003.  If the certificates are withdrawn prior to their 
maturity, a significant portion or all of the accrued interest could be forfeited. 

  
 GETC maintains cash balances at several financial institutions located in Guam.  

Depositors at each institution are insured by the Federal Deposit Insurance Corporation 
up to $100,000.  At September 30, 2002, GETC had an uninsured cash balance of 
$405,133. 

 
(5) Changes in Capital Assets 
 

The following is a summary of the changes in capital assets for the year ended 
September 30, 2002: 

      Balance Balance 
     10/01/01 Additions Disposals 9/30/02 
  Land improvements $       18,000 -     -     18,000 
  Buildings and improvements 337,710 1,806 -     339,516 
  Studio, antenna, transmitter, 
     other broadcasting equip. 922,310 113,545 -     1,035,855 
  Furniture, fixtures and equip. 115,901 9,083 -     124,984 
  Transportation equipment    400,643      -         -       400,643 
 
   $  1,794,564 124,434     -     1,918,998 



GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A Public Corporation) 

 
Notes to Financial Statements, continued 

 
September 30, 2002  
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(5) Changes in Capital Assets, continued 
 
 Less accumulated depreciation 
  and amortization   (512,320)  (782,975) 
 
 Investment in capital assets      $ 1,282,244                     1,136,023 
 
(6) Funding Sources 

 
Government of Guam Appropriation 
 
GETC receives an annual appropriation from the Guam Legislature to defray the cost 
of salaries and related benefits, contractual services and utilities.  GETC submits an 
annual budget for these items.  This appropriation is contingent upon GETC having 
matching funds at least equal to the appropriated amount.  Any unexpended funds at the 
end of the fiscal year revert back to the Government of Guam General Fund (GGF).  
For the year ended September 30, 2002 the total appropriation was $464,299.  An 
accrual for unpaid payroll of $7,848 and $4,674 for utilities expense was included in 
total expenditures.  A reduction of $13,646 for accrued annual leave was also recorded.  
Deferred revenue totaling $47,628 has been recognized and represents the amount 
which the GGF will provide to fund the long-term portion of annual leave. 
 
GETC participated in the budget process for their appropriation for fiscal year 2003.  
The actual amount approved has not been determined; however, support levels are 
expected to be less than previous fiscal years as the Government of Guam has 
experienced a severe revenue crisis and this will most assuredly affect the monies being 
appropriated to the various agencies. 
 
A Statement of Revenues, Expenditures and Changes in Fund Balance - Budget and 
Actual (Non-GAAP budgetary basis) is not presented since only certain expenditures 
are funded by the Government of Guam and a legally adopted budget is not required for 
GETC as a whole. 
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(A Public Corporation) 
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(6) Funding Sources (continued) 
 
Community Service Grants 
 
The Corporation for Public Broadcasting is a private nonprofit grant-making 
organization responsible for funding more than 1,000 television and radio stations.  
CPB distributes annual Community Service Grants (CSGs) to qualifying public 
telecommunications entities.  CSGs are used to augment the financial resources of 
public broadcasting stations and thereby to enhance the quality of programming and 
expand the scope of public broadcasting services.  CSGs are awarded based on budget 
submissions.  Each CSG may be expended over one or two fiscal years as described in 
the Communications Act, 47 United States Code Annotated Section 396(k)(7), (1983 
Supplement).  In any event, each grant must be expended within two years of the initial 
grant authorization. 

  
 According to the Communications Act, funds may be used at the discretion of 

recipients.  Public broadcasters use these funds for purposes relating primarily to 
production and acquisition of programming.  Also, the grants may be used to sustain 
activities begun with CSGs awarded in prior years. 

 
 GETC’s CSG is reported in the accompanying financial statements under the general 

fund.  Certain guidelines must be satisfied in connection with application for and use of 
the grants to meet eligibility and compliance requirements.  These guidelines pertain to 
the use of grant funds, recordkeeping, audits, financial reporting, and licensee status 
with the Federal Communications Commission. 

 
The Community Service Grants received and expended during the two most recent 
fiscal years were as follows: 

 
 Grant  Grant   Grants  Grants Expended  Deferred 
 Year Name   Received  2001  2002    Portion 
 2001 CSG Grant  $  456,007 138,934 317,073          - 
 2002 CSG Grant  474,192          -   107,378  366,814 
 2002 Interconnection 6,448     -     6,448          - 
 2002 TV SAG  53,016      -     53,016    - 
 2002 Ready to Learn Grant   25,000         -      25,000        -      
   Total   $ 1,014,663  138,934 508,915    366,814 
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(6) Funding Sources (continued) 
 
Accounts Receivable 

 
 Accounts receivable are recorded based upon services provided by GETC for 

production of educational programs and various public service videos.   
 
 
(7) Government of Guam Employees’ Retirement Plan 
 
 All full-time Government of Guam employees are members of the Government of 

Guam Employees’ Retirement System, a defined benefit, multiple employer 
contributory pension plan (Plan).  Effective October 1, 1995, any new employee of the 
Government of Guam participates in the new Defined Contribution Retirement System 
(DCRS).  Employees with less than 20 years of service at September 30, 1995, and who 
are members of the defined benefit plan have the option to switch to the DCRS.  If this 
election was not made by September 30, 1999, the employees remain under the old 
Plan.  The Plan and the DCRS (through a third party administrator) are administered by 
the Government of Guam Retirement Fund to which GETC contributes based upon a 
fixed percentage of the payroll for those employees who are members of the Plan. 

 
 The Plan provides retirement and disability benefits, annual cost-of-living adjustments, 

and death benefits to plan members and beneficiaries.  Amendments to the Retirement 
Fund Law have been passed by the Guam Legislature.  The effect of these amendments 
has not been determined by actuarial survey nor reflected in the accrued amounts at 
September 30, 2002.  The Government of Guam Retirement Fund issues a publicly 
available financial report that includes financial statements and required supplementary 
information for the Plan.  That report may be obtained by writing to the Retirement 
Fund, 424 Route 8, Maite, Guam  96927, or by calling (671) 475-8900. 

 
 The Retirement Fund has informed GETC that the Plan’s actuary has calculated that an 

employer contribution rate of 22.52% plus an employee contribution at the statutory 
rate of 9.5% of covered payroll is required to adequately fund the current cost and 
amortize the prior service cost over periods of 14 and 40 years, respectively. 

 
The plan utilizes the actuarial cost method termed “entry age normal” with an assumed 
rate of return of 8% and an assumed salary scale increase of 6.5% per annum.  The 
most recent actuarial valuation, performed as of September 30, 2001, did not provide a 
breakdown of actuarial present value of vested and non-vested accumulated plan 
benefits by sponsor or net assets available for benefits by sponsor. 

 



GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A Public Corporation) 

 
Notes to Financial Statements, continued 

 
September 30, 2002  

 19 

(7) Government of Guam Employees’ Retirement Plan (continued) 
 
Contributions to the DCRS by members are based on an automatic deduction of 5% of 
the member’s regular base pay.  The contribution is periodically deposited into an 
individual annuity account within the DCRS.  Employees are able to select from 
different annuity accounts available under the DCRS. 
 
Employer contributions into the DCRS are based on a statutory amount of 18.6% of the 
member’s regular base pay.  Of the amount contributed by the employer, only 5% of 
the member’s regular base pay is deposited into the member’s individual annuity 
account.  The remaining 13.6% is contributed towards the unfunded liability of the 
defined benefit plan.  The contribution requirements of plan members may be amended 
by the Retirement Fund Board of Trustees.  GETC’s contributions to the Retirement 
Fund for the years ending September 30, 2002, 2001, 2000, 1999, and 1998 were 
$47,723, $56,645, $47,473, $58,984, and $54,683, respectively, equal to the required 
contributions for each year. 
 
Members of the DCRS who have completed five years of government service and have 
attained the age of 55 years at termination have a vested balance of 100% of both 
member and employer contributions plus any earnings thereon.  Members who have 
completed five years of service but have not attained the age of 55 are eligible for the 
amount of member contributions plus any earnings thereon. 

 
(8 ) Risk Management 

 
 GETC is subject to certain risks (e.g., liability claims, motor vehicle accidents) in the 

normal course of operations.  GETC protects itself against these risks by purchasing 
insurance coverage from private companies. 

 
(9) Net asset Restatement 

 
 As referred to in Note (2), GETC adopted various new accounting principles.  The 

impact of this adoption was as follows: 
 
 Fund Equity as previously reported $  2,685,326 
 
 Implementation of GASB 34 ( 966,999) 
 
 Net assets, as restated $  1,718,327 
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