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May 26, 2015                                                              
 
To The Board of Commissioners 
Guam Housing and Urban Renewal Authority: 
 
I have performed an audit of the financial statements of the Guam Housing and Urban Renewal 
Authority (the Authority), a component unit of the Government of Guam, as of and for the year 
ended September 30, 2014, in accordance with auditing standards generally accepted in the 
United States of America and those standards applicable to financial audits  contained in 
Government Auditing Standards issued by the Comptroller General of the United States, and 
have issued my report thereon dated May 26, 2015.  
 
REQUIRED COMMUNICATIONS 
 
Statement on Auditing Standards No. 114, The Auditor’s Communication With Those Charged 
With Governance, and other professional standards require the auditor to provide the Board of 
Commissioners (the Board or those charged with governance) with additional information 
regarding the scope and results of the audit that may assist the Board (or those charged with 
governance) in overseeing the financial reporting and disclosure processes which the 
management of the Authority is responsible. 
 
I have prepared the following comments to assist you in fulfilling your obligation to oversee the 
financial reporting and disclosure processes for which management of the Authority is 
responsible 
 
Auditor’s Responsibilities under Auditing Standards Generally Accepted in the United 
States of America and Government Auditing Standards 
 
The financial statements are the responsibility of the Authority’s management.  My 
responsibility under generally accepted auditing standards and the standards applicable to 
financial audits contained in Government Auditing Standards, issued by the Controller General 
of the United States, have been described in my engagement letter dated November 12, 2014.  As 
described that letter, the objective of a financial statement audit conducted in accordance with 
the aforementioned standards is:  
 

 To express an opinion on the fairness of the Authority’s financial statements and the 
supplementary information for the year ended September 30, 2013 in conformity with 
accounting principles generally accepted in the United States of America (generally 
accepted accounting principles), in all material respects; 
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 To express an opinion on whether the supplementary information that accompanies the 

basic financial statements is presented fairly, in all material respects, in relation to the 
basic financial statements taken as a whole; 
 

 To report on the Authority’s internal control over financial reporting on its compliance 
with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters for the year ended September 30, 2013 based on an audit of the financial 
statements performed in accordance with the standards applicable to financial audits 
contained in Government Auditing Standards; and  
 

 To report the Authority’s compliance with requirements applicable to each major federal 
program and on internal control over compliance in accordance with the U.S. Office of 
Management and Budget (OMB) Circular A-133 Compliance Supplement (OMB Circular 
A-133). 

 
My responsibilities under generally accepted auditing standards include forming and expressing 
an opinion about whether the financial statements have been prepared by management with 
oversight by the Board of Commissioners 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 Commissioners of their responsibilities. 
 
I considered the Authority’s internal control over financial reporting as a basis for designing 
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of the Authority’s internal control over financial reporting.  
Accordingly, I do not express an opinion on the effectiveness of the Authority’s internal control 
over financial reporting.  My 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. 
 
I also considered the Authority’s internal control over compliance with requirements that could 
have a direct and material effect on a major federal program in order to determine my auditing 
procedures for the purpose of expressing my opinion on compliance and to test and report on 
internal control over compliance in accordance with OMB Circular A-133.  My audit does not, 
however, provide a legal determination of the Authority’s compliance with those requirements. 
 
Significant Audit Findings 
 
Qualitative Aspects of Accounting Practices 
 
Management is responsible for the selection and use of appropriate accounting policies. The 
significant accounting policies used by the Authority are described in Note 1 to the financial 
statements.  No new accounting policies were adopted and the application of existing policies 
was not changed during the year ended September 30, 2014.   
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Management is responsible for the selection and use of appropriate accounting policies. The 
significant accounting policies used by Guam Housing and Urban Renewal Authority are 
described in Note 1 to the financial statements. During the year ended September 30, 2014, there 
no significant changes in previously adopted accounting policies or their application, except for 
the following:  
 
During the year ended September 30, 2014, the Authority implemented the following GASB 
Statements: 
 

 GASB issued 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. The implementation 
of this Statement did not have a material effect on the financial statements of the 
Authority.  
 

 GASB issued Statement No. 67, Financial Reporting for Pension Plans, which revises 
existing guidance for the financial reports of most pension plans. The implementation of 
this Statement did not have a material effect on the financial statements of the Authority. 
 

 GASB issued 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.  

 
The implementation of the above Statements did not have a material effect on the financial 
statements of the Authority. 
 
I noted no transactions entered into by the Authority during the year for which there is a lack of 
authoritative guidance or consensus.  All significant transactions have been recognized in the 
financial statements in the proper period. 
 
Accounting estimates are an integral part of the financial statements prepared by management 
and are based on management’s knowledge and experience about past and current events and 
assumptions about future events. Certain accounting estimates are particularly sensitive because 
of their significance to the financial statements and because of the possibility that future events 
affecting them may differ significantly from those expected. Significant accounting estimates 
reflected in the Authority’s 2014 financial statements include management’s estimate of the 
allowance for doubtful accounts, which is determined based upon past collection experience and 
aging of the accounts receivable, and management’s estimate of depreciation expense, which is 
based on estimated useful lives of the respective capital assets.   
 
Certain financial statement disclosures are particularly sensitive because of their significance to 
financial statement users. The most sensitive disclosures affecting the financial statements were: 
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The disclosure for Contingencies in Note 15 as follows: 
 

The Authority participates in a number of federal award programs for specific purposes 
that are subject to review and audit by grantor agencies, namely the U.S. Department of 
Housing and Urban Development.  Cumulative questioned costs of $97,751 exist from 
these audits as of September 30, 2014.  The questioned costs will be resolved by the 
applicable grantor agency and due to the Authority’s inability to predict the ultimate 
outcome of this matter, no provision for any liability, if any that may result from this 
matter has been made in the accompanying financial statements.  Such questioned costs 
could lead to requests for reimbursements from the grantor agency for expenditures 
disallowed under the terms of the applicable grant. 
 
In addition, an on-site review was conducted by HUD’s Departmental Enforcement 
Center (DEC) during June 2014.  DEC recommended to HUD that the Authority repay 
$577,626 and $1,405,940 for matters involving a conflict of interest and unused funds for 
the construction of new building for the Authority, respectively.  These matters and the 
related amounts are under review with HUD's Honolulu Field Office and shared with the 
Authority for further discussions.  No decisions have been made at this time.  Due to the 
Authority’s inability to predict the ultimate outcome of these matters, no provision for 
any liability, if any that may result from these matters has been made in the 
accompanying financial statements. Such matters could lead to a request for 
reimbursement.  

 
The disclosure for Subsequent Events in Note 20 as follows: 
 

Subsequent to September 30, 2014, the Authority received a letter from the U.S. 
Department of Housing and Urban Development (HUD) dated May 26, 2015 informing 
the Authority of HUD’s Departmental Enforcement Center’s (DEC) on-site review whose 
report was dated February 20, 2015.  Based on the results of the on-site review, several 
instances of conflict of interest were cited including one pertaining to the Authority’s 
prior legal counsel who was a landlord with the Section Housing 8 Housing Choice 
Voucher Program (HCV) while serving as legal counsel for the Authority.  DEC 
recommended that the Authority repay $577,626 from its non-federal funds for the 
amounts paid to the attorney as a landlord and for legal services paid while serving as 
legal counsel to the Authority.  The report is under review with HUD’s Honolulu Field 
Office and shared with the Authority for further discussions.  No decisions have been 
made at this time. 
 
During 2004, the Authority transferred $1,700,940 from its HCV Program’s unrestricted 
net assets to its Low Rent Public Housing Program to construct a new building for its 
central operations.  The Authority spent approximating $295,000; however, the new 
building was not constructed.  DEC is recommending that the Authority use non-federal 
funds repay $1,405,940 to the HCV Program for the unused funds. The report is under 
review with HUD’s Honolulu Field Office and shared with the Authority for further 
discussions.  No decisions have been made at this time. 
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There were no significant changes in accounting estimates or in management’s judgments 
relating to such estimates for the year ending September 30, 2014. 
 
Significant Difficulties Encountered During the Audit 
 
I encountered no significant difficulties in dealing with management in performing  my audit.  
All Authority personnel cooperated with me fully during the conduct of my audit.  
 
Uncorrected and Corrected Misstatements 
  
Professional standards require me to accumulate all known and likely misstatements identified 
during the audit, other than those that are trivial, and communicate them to the appropriate level 
of management. Management has corrected all such misstatements.  In addition, none of the 
misstatements detected as a result of audit procedures and corrected by management were 
material, either individually or in the aggregate, to each opinion unit’s financial statements taken 
as a whole. (See Appendix B) 
 
Disagreements with Management 
 
For purposes of this letter, professional standards define a disagreement with management as a 
financial accounting, reporting, or auditing matter, whether or not resolved to my satisfaction, 
that could be significant to the financial statements or the auditor’s report.  I am pleased to report 
that no such disagreements arose during the course of my audit. 
 
Fraud and Illegal Acts 
 
I am not aware of any matters that require communication.  Additionally, management of the 
Authority has represented to me that they are not aware of any fraud or illegal acts for the period 
cover from October 1, 2014 to May 26, 2015 expect for the matters pertaining to HUD’s 
Departmental Enforcement Center (DEC) relating to potential conflicts of interest which is under 
discussion with the HUD Honolulu Regional Office.  Management has represented that no 
decision has been made as of May 26, 2015 on the ultimate outcome of findings cited in DEC’s 
report. 
 
Management Representations 
 
I have made certain inquiries of the Authority’s management about the representations embodied 
in the financial statements.  Additionally, I have requested certain written representations from 
management as required under generally accepted auditing standards.  We attached to this letter, 
as Appendix A, a copy of the management representation letter dated May 26, 2015.   
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Management’s Consultations with Other Accountants 
 
In some cases, management may decide to consult with other accountants about auditing and 
accounting matters, similar to obtaining a “second opinion” on certain situations. If a 
consultation involves application of an accounting principle to the Authority’s financial 
statements or a determination of the type of auditor’s opinion that may be expressed on those 
statements, my professional standards require the consulting accountant to check with me to 
determine that the consultant has all the relevant facts. To my knowledge, there were no such 
consultations with other accountants. 
 
Other Audit Findings or Issues 
 
I generally discuss a variety of matters, including the application of accounting principles and 
auditing standards, with management each year prior to retention as the Authority’s auditors. 
However, these discussions occurred in the normal course of my professional relationship and 
my responses were not a condition to my retention. 
 
Other Matters 
 
I have reviewed the Management Discussion and Analysis and other supplementary schedules to 
the financial statements to ensure consistency with the audited financial statements.  With respect 
to the supplementary information accompanying the financial statements, I made certain 
inquiries of management and evaluated the form, content, and methods of preparing the 
information to determine that the information complies with accounting principles generally 
accepted in the United States of America, the method of preparing it has not changed from the 
prior period, and the information is appropriate and complete in relation to my audit of the 
financial statements.  I compared and reconciled the supplementary information to the 
underlying accounting records used to prepare the financial statements or to the financial 
statements themselves. 
 
Independence 
 
I am not aware of any relationships between J. Scott Magliari & Company and the Authority, or 
any other matters that in my professional judgment, may reasonably be thought to bear on my 
independence.  I confirm that we are independent with respect to the Authority within the 
meaning of the applicable published rules and pronouncements, its interpretations and rulings. 
 
Control Related Matters 
 
I have issued a separate report to you, dated May 26, 2015, on the Authority’s internal control 
over financial reporting and on its compliance with certain provisions of laws, regulations, 
contracts and grant agreements and other matters which was based upon the audit performed in 
accordance with Government Auditing Standards.  I have also issued a separate report to you, 
also dated May 26, 2015, involving the Authority’s compliance with requirements applicable to 
each major federal program and on internal control over compliance in accordance with OMB 
Circular A-133. 
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I have communicated to management, in a separate letter also dated May 26, 2015, certain 
deficiencies and other matters related to the Authority’s internal control over financial reporting 
and to the Authority’s internal control over its financial management system that I identified 
during my audit. 
 
Although I have included management’s written responses to my comments contained in the 
reports, such responses have not been subjected to the auditing procedures applied in my audit of 
the basic financial statements and, accordingly, I do not express an opinion or provide any form 
of assurance on the appropriateness of the responses or the effectiveness of any corrective 
actions described therein. 
 

************ 
  
This information is intended solely for the information and use of the Board of Commissioners, 
management of the Guam Housing and Urban Renewal Authority and the Office Public 
Accountability – Guam and is not intended to be and should not be used by anyone other than 
these specified parties.  
Very truly yours, 
 

 
 

 



Monroe Soto
Typewritten Text
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Uncorrected Adjusting Journal Entries 
September 30, 2014

APPENDIX - B

Net Assets Income
Assets Liabilities Beg. of Year Statement

Fund/Acct # Account Name Dr. (Cr.) Dr. (Cr.) Dr. (Cr.) Dr. (Cr.)
 

PAJE - 1
074.4420.00.0.845.05.5 AMP - 4 Ordinary maintenance and operations - materials and other 4,157.00$       
074.1260.00.0.000.00.0      AMP 4 - Inventory (4,157.00)$      

To adjust inventory to actual for overstatement in costing.
 

(4,157.00)$      -$                -$                    4,157.00$       




