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June 27, 2014

The Board of Trustees
Guam Memorial Hospital Authority

Dear Members of the Board of Trustees:

We have performed an audit of the financial statements of the Guam Memorial Hospital Authority (the
Authority) as of and for the year ended September 30, 2013, in accordance with auditing standards
generally accepted in the United States of America (“generally accepted auditing standards”) and have
issued our report thereon dated June 27, 2014.

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 Authority is responsible.

OUR RESPONSIBILITY UNDER GENERALLY ACCEPTED AUDITING STANDARDS AND
GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS

Our responsibility under generally accepted auditing standards, the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States, has been described in our engagement letter dated September 11, 2013. As described in that
letter, the objective of a financial statement audit conducted in accordance with the aforementioned
standards is:

o To express an opinion on the fairness of the Authority’s basic financial statements and the
accompanying supplementary information, in relation to the basic financial statements as a
whole, for the year ended September 30, 2013 (the “financial statements”), in accordance with
accounting principles generally accepted in the United States of America (“generally accepted
accounting principles”) in all material respects, and to perform specified procedures on the
required supplementary information for the year ended September 30, 2013;

o To express an opinion on whether the supplementary information that accompanies the basic
financial statements, including the schedule of expenditures of federal awards, is fairly stated, in
all material respects, in relation to the financial statements taken as a whole;

o To report 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 for the
year ended September 30, 2013, based on an audit of financial statements performed in
accordance with standards applicable to financial audits contained in generally accepted
government auditing standards; and

. To report on the Authority’s compliance with requirements applicable to each major 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").



OUR RESPONSIBILITY UNDER GENERALLY ACCEPTED AUDITING STANDARDS AND
GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS, CONTINUED

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 Trustees 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 Trustees of their responsibilities.

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
Authority’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 Authority’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the Authority’s internal control over financial reporting. Our
consideration of internal control over financial reporting was not designed to identify all deficiencies in
internal control over financial reporting that might be significant deficiencies or material weaknesses

We 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 our auditing procedures for
the purpose of expressing our opinion on compliance and to test and report on internal control over
compliance in accordance with OMB Circular A-133. Our audit does not, however, provide a legal
determination of the Authority’s compliance with those requirements.

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 normally based
on knowledge and experience about past and current events and on assumptions about future events.
Significant accounting estimates reflected in the Authority’s 2013 financial statements include
management’s estimate of the allowance for uncollectible accounts, which is determined based on
management’s evaluation of the collectability of current accounts and historical trends, management’s
estimate of the provision for inventory obsolescence, which is determined based on known or estimated
exposures, and management’s estimate of depreciation expense, which is based on estimated useful lives
of the respective capital assets. During the year ended September 30, 2013, we are not aware of any
significant changes in accounting estimates or in management’s judgments relating to such estimates.

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. We have attached to this letter, as Appendices A and B to Attachment I, a summary of
uncorrected misstatements aggregated by us during the current engagement and pertaining to the latest
period presented that were determined by management to be immaterial, both individually and in the
aggregate, to the financial statements taken as a whole.

SIGNIFICANT ACCOUNTING POLICIES

The Authority’s significant accounting policies are set forth in Note 2 to the Authority’s 2013 financial
statements. During the year ended September 30, 2013, there were no significant changes in previously
adopted accounting policies or their application, except for the following pronouncements adopted by
the Authority:



SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

GASB Statement No. 60, Accounting and Financial Reporting for Service Concession
Arrangements, which addressed how to account for and report service concession arrangements
(SCAs), a type of public-private or public-public partnership that state and local governments are
increasingly entering into. The implementation of this statement did not have a material effect on
the financial statements.

GASB Statement No. 61, The Financial Reporting Entity: Omnibus, which improved financial
reporting for governmental entities by amending the requirements of Statements No. 14, The
Financial Reporting Entity, and No. 34, Basic Financial Statements - and Management’s
Discussion and Analysis - for State and Local Governments, to better meet user needs and address
reporting entity issues that have come to light since those Statements were issued in 1991 and
1999, respectively. The implementation of this statement did not have a material effect on the
financial statements.

GASB Statement No. 62, Codification of Accounting and Financial Reporting Guidance
Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements, which enhanced the
usefulness of its Codification by incorporating guidance that previously could only be found in
certain Financial Accounting Standards Board (FASB) and American Institute of Certified Public
Accountants (AICPA) pronouncements issued on or before November 30, 1989, which does not
conflict or contradict GASB pronouncements. GASB Statement No. 62 superseded GASB
Statement No. 20, Accounting and Financial Reporting for Proprietary Funds and Other
Governmental Entities That Use Proprietary Fund Accounting. The implementation of this
statement did not have a material effect on the financial statements.

GASB Statement No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred
Inflows of Resources, and Net Position, which established guidance for reporting deferred outflows
of resources, deferred inflows of resources, and net position in a statement of financial position,
and GASB Statement No. 65, Items Previously Reported as Assets and Liabilities, which clarifies
the appropriate reporting of deferred outflows of resources and deferred inflows of resources to
ensure consistency in financial reporting. These Statements amend the net asset reporting
requirements in Statement No. 34, Basic Financial Statements - and Management’s Discussion
and Analysis - for State and Local Governments, and other pronouncements by incorporating
deferred outflows of resources and deferred inflows of resources into the definitions of the required
components of the residual measure and by renaming that measure as net position, rather than net
assets. With the implementation of GASB Statement No. 63 and Statement No. 65, the Statement
of Net Assets was renamed the Statement of Net Position. In addition, the Statement of Net
Position includes two new classifications separate from assets and liabilities. Amounts reported as
deferred outflows of resources are reported in a separate section following assets. Likewise,
amounts reported as deferred inflows of resources are reported in a separate section following
liabilities.

The financial statements for September 30, 2013 and 2012 were amended to conform with the
requirements of GASB Statement No. 63 and Statement No. 65.

In April 2012, 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 provisions of this statement are effective for
periods beginning after December 15, 2012. Management has not yet determined the effect of
implementation of this statement on the financial statements of the Authority.



SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

In June 2012, GASB issued Statement No. 67, Financial Reporting for Pension Plans, which revises
existing guidance for the financial reports of most pension plans, and 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
67 are effective for financial statements for periods beginning after June 15, 2013. The provisions in
Statement 68 are effective for fiscal years beginning after June 15, 2014. Management has not yet
determined the effect of implementation of these statements on the financial statements of the Authority.

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 the Authority.

In April 2013, 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 provisions in Statement 70 are effective for fiscal years
beginning after June 15, 2013. Management has not yet determined the effect of implementation of this
statement on the financial statements of the Authority.

OTHER INFORMATION IN THE ANNUAL REPORTS OF THE AUTHORITY

When audited financial statements are included in documents containing other information, such as
Annual Reports, 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 the Authority issues an Annual Report or other
documentation that includes the audited financial statements, we will be required to read the other
information in the Authority’s 2013 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
Authority’s 2013 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 2013.

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 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. In our judgment, such discussions or correspondence did not involve significant findings
or issues requiring communication to the Board of Trustees.

MANAGEMENT’S REPRESENTATIONS

We have made specific inquiries of the Authority’s management about the representations embodied in
the financial statements. Additionally, we have requested that management provide to us the written
representations the Authority is required to provide to its independent auditors under generally accepted
auditing standards. We have attached to this letter, as Attachment |, a copy of the representation letter
we obtained from management.

SIGNIFICANT DIFFICULTIES ENCOUNTERED IN PERFORMING THE AUDIT

In our judgment, we received the full cooperation of the Authority’s management and staff and had
unrestricted access to the Authority’s senior management in the performance of our audit.

CONTROL-RELATED MATTERS

We have issued a separate report to you, dated June 27, 2014, 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. Within that reports, we noted a certain matter that was considered to be
a significant deficiency under standards established by the American Institute of Certified Public
Accountants. We have also issued a separate report to you, also dated June 27, 2014, involving the
Authority’s compliance with requirements applicable to each major program and on internal control over
compliance in accordance with OMB Circular A-133.

We have communicated to management, in a separate letter also dated June 27, 2014, certain
deficiencies and other matters related to the Authority’s internal control over financial reporting and to
the Authority’s internal control over its information technology environment that we identified during
our audit.

Although we have included management’s written responses to our comments, such responses have not
been subjected to the auditing procedures applied in our audit of the basic financial statements and,
accordingly, we 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 report is intended solely for the information and use of the Board of Trustees, management, the
Office of the Public Accountability of Guam and others within the organization and is not intended to be
and should not be used by anyone other than these specified parties. However, this report is also a
matter of public record.

Very truly yours,

Dl SR
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June 27,2014

Deloitte & Touche LLP
361 South Maririe Corps Drive
Tamuning, Guam 96913

Gentlemen:

We are providing this letter in connection with your audits of the statements of net position of the Guam
Memorial Hospital Authority (GMHA), a.component unit of the Government of Guam (GovGuam), as of
September 30, 2013 and 2012, and the related statements of revenues, expenses and changes in nét position
and of cash flows for the years then ended, and the related notes to -the financial statements, which
collectively comprise GMHA’s basic financial statements for the purpose of expressing an ‘opinion as to
whether the financial statements present fairly, in all material respects, the financial position, resuits of
operations or change in net position, and cash flows of GMHA in conformity with accounting principles
generally accepted in the United States of America.

We confirm that we are responsible for the following:

2. The fair presentation in the basic financial statements of financial position. results of operations, and
- " cash flows, in conformity with accounting principles generally accepted in the United States of
America (GAAP),

b.  The design, implementation, and maintenance of programs and controls to prevent and detect fratd,
tncluding fraud related to federal awards.

¢. Establishing and maintaining effective internat control over financial reporting.

d. The review and approval of the financial statements, accompanying schedules and retated notes and
acknowledge your role in the preparation of this information. Specifically, we acknowledge that
your role in the preparation of the financial statements was a matter of convenience rather than one
of necessity. We have reviewed the financial statement preparation assistance provided by you and
acknowledge that the financial statements are prepared in accordance with GAAP. Our review was

based on the use of the stand-alone business-type activities checklist by the Government Finance
Officers Association.

Certain representations in this letter are described as being limited to matters that are material. ltems are
considercd material, regardiess of size, if they involve an omission or misstatement of accounting
information that, in light of surrounding circumstances, makes it probable that the indgment of a reasonable
person relying on the information would be changed or influenced by the omission or misstatement,

We confirm, to the best of our knowledge and belief, the following representations made to you during your
audits.

[. The basic ﬁﬁ.ancial'statements referred to above are fairly presented in conformity with GAAP. In
addition:

a. Net position components (net investment in capital assets; restricted; and unrestricted) are
property classified and, if applicable, approved.



ATTACHMENT I, CONTINUED

Dedoitte & Touche LLP
e 372014

Page 2

b

h.

R

Depostz are properdy classillisd i the category of custodial credit risk.

Capsital) assels are propardy capialized, mpoded, and, Fapplicable, depreciated.

Resjuired supplementary information ts measured and presented within preseribud guidelines,
(ther supplementary information is measured and presented within presoribed guidelines.

Revennes and expenses are approprigtely classified in fhie staternents of rovenues, expenses and
changes (n pet position within Operating revenues, noa-Operating revenucs and expenses.

tederal award expenditures ave been charged in accordance with applicable cost principies.

Applicable taws and regulations are Tollowed in adopting, approving and ameoding budgets.

GMEA has provided to yvou all relevant information and access as agreed in the terms of the audit

engagement letter.

v aa

.

GMUHA has provided vou all

Financial records and related data {or all financial transactions of GMHA and for all funds
administered by GMHA, The records, books, and accounts, as provided to vou, recerd the
financiat and fiscal operations of all funds administered by GMHA and provide the audit trail ©
be used in a review of accountability, Information presented in financial reports is supported by
the books and records [rom which the financial statements have been prepared.

Contracts and grant agreements {including amendments, i€ any) and any other correspondence
that has taken place with federal agencies.

Third-party pavor reports and mformation, _
Sanimaries of actions of the GMHA Board of Trustees or summaries of actions of recent
meetings for which minutes have not yer been prepared.

The following detaifs the summary of minutes:

Oeiober 18,2012
Yanuary 24, 2013
Febrnary 28, 2013
April 4, 2013
April 29, 2013
May 1o, 2013
August 29, 2013
September 26, 2613
Frecember & 2013
Januvary 30, 2014
February 27, 2004
March 13, 2014
April 24, 2014

# ® 4 & % & 4 & 5 2 & 3B

4. There have been no:

.

Actions {aken by GMHA management that contravene the provisions of Tederal laws and Guam
laws and regulations, or of contracts and grants applicable to GMEA.
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6.

-4

11,

T 014

b Contmunications from regulatory ayencies concerning voncomphance with lows or regulations
(ncluding  those relared lo the Medicwe and Medisaid amifoud and abuse statudesy or
defleiencies in Binancial reporting practices or other sutters that could have a materiad effoet on
the financial statements.

We balieve the effects of any uncorrected financinl statooent misstaterents agpregated by vou
deing the current audit engagement and pertaining to the fafest peviod presented are immatenial,
both indnviduatly and 1o the ageregate, to the Tinancial statoments taken a8 a whole, A swamary of
such utworrected missiatements has been attached as Appendix AL

We believe the effects of the npeorected Gingncial stafement misstatementy detecied in the carrent
vear that relate to the prior vear presented, when combined with those wisstatesnents aggresated by
yvou during the prioe vear audit cogagement and perfaining to the prior vear presemted, are
immaterial, both mdividuatly and i the agerceste, to the financial statementy for the vear voded
September 30, 2017 taken as a whole, A summary of such uncorrected misstatcrents bias been
attached as Appendix B.

GMHEA bas not performed a formal risk asses

financial statements may be materially misstated as a ressh of fraud, However, management has
made avatlabie to vou its urderstanding about the risks of Trawd in GMIEA and does not believe that
the financial statements are materially misstated as a result of fraud.

We bave no knowledpe ot any fraud or suspocted fraud affecting GMHA involving:
a9, Mandgeinent,
b.  Emplovees who have significant roles in internal conirol over financial reporting,.

¢.  Others if the fraud could have a malterial effect on the financisl statenients,

W teve o know kedge of any alfegations of fraed-or sospected - feaud afteciing GMHEA received ny -

cotmmunications from emplovees, former erapfovecs, analysts. regalators, or others.

. There are no unasserfed clabms or assessments thai fegal counsel bas advised us are probable of

assertion and must be disclosed in accordasce with GASB Codification of Governmental
Accounting and Financial Repotting Standards (*GASB Codificanion™) Scetion O30, Cluims and
Judgments, Management is of the opinion, based on discassions with applicable tegal counsel, that
adegnate provision has been made in the Doancial statemerits tor unasserted claims or assessments
amd we do not believe that resetution of these matters wilt have a wmaterial impact on the financial
statenments.

Significant assumptions used by us i making accovnting estimates are reasonable,

. The Schedule of Hxpenditures of Federal Awards was prepared m accordance with the reguirements

of OMB Civenlar A133, dwdis of States, Local Govermments, and Non-Frofit Orveanisations. We
have identified o that sohedule all awards provided by federal agencies in the form of grams,
contracts, loans, loan guarantees, property, cooperative agreements, interest subsidivs, insurance, or
divect appropriations.  There were no subrecipient expenditures, In addition, we have aecarately
completed the appropriate scetions of the data collection form.
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{6,

37, 2014

1 We are responsible for compliance with local, state, and lederal bows, rules, and regulations,

meluding complisnce with the reguirements of OMB Clreatar A-133, and provisious of grants and
contracts refating to GMHA'S operations. We are responsible for establishing and maingsining the
components of luternal control relating 10 our actnvities i onder 10 achicve the objectives of
providing reliable financial reports, effective and efficient operations, and compliance with laws and
regulations.  GMILA 3 responsible for maintaining accounting and administative contiol over
revenues, abligations, oxpenditures, assets, and ]mblimm,

- We are responsible for establishing and maintaining, and have establisbed and mainiained, effective

internal control over compliance for federal programs that provides reasoualle assurance that we are
managing federal awards in compliance with laws. regulations, avd provisions of contracis or grang
agregments that conld have a material effect on iks federad programs.

We bave disclosed 1o you afl deficiencies in the design or operation of internal contrel over financial
reportiog identified as part of ow evaloation. inclading separafely disclosing to vou all such
deficiencics Ut are signiticant deficiencies or material weaknesses in internal controt over financial
teporting.

We have:
a. fdentified the requirements of laws, regutations, and the provisions of contracts and grant
agreemeats that are considered to have a direct and material effect on ench federal program as

identified in Part 3 of the Compliance Supplements refated to the period under audit.

b. Complied. in all material respects, with the requirements identified above In connection with
federal awards except as disclosed in the Schedute of Findings and Questioned Costs.

Identilied and disclosed interpretations of any compbance requirements that have varving
interpretations,

o

o Made avaitalie ali-information related wr federal financigi-repots and claims for-advances and

reimborsements. Federal financial reporis and claims for advances and reimburscments are
supported by the books and records from whicl the financial statentents have been prepared and
are prcpdmd on & basts consistent with that presented in the Scheduie of fh.pLﬁdHtilL% of Federal
Awards, The copies of tederal program financial repodts provided are frue copies of the repotts
submitted, of electronically trdn:.mﬂu,d, ty the federal agency or pass-throwgh entity, as

applicable.

¢ Jdentified and disclosed all amounss questioned and any known poncomphiance with the
requirements of tederal awards, tncluding the results of other andits or program reviews related
10 the objectives of the audit.

T Tdentified previous financial audits, atfestation engagoments, performance audits, or other studies

refated 0 the objectives of the audit and the comrective actioms taken fo address significant
finchings and recommendations, ncluding the status of follow-up on prior audit fladings {and
Information about all management decisions) by federal awarding agencies and pass-through
eniitivs,

g Provided 1o vou owr views on the teported findings, conclusions, and recommendations for vour
FEpOTL,
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20,

-

We ure respoasible for foltow-up on the prioryear findings. We lave propared a swmmary schodule
of prior-year Hindings ceporting the status of our offorts in hplenwentation of the prior-vear's
CURTCCTive gotion plan.

- We have included in the corrective action plan for curvent-vear findings, the name of the person in

our organization responsible for implementation of the actions, the best actions to be taken, and ihe
estimate of @ completion date. We have tuken timely and appropriate steps to remedy fraud, tHeyal
acts, vinlation of provisions of contracts or yrast agreements, or abuse that vou report.

- Managentent has identified and disclosed 1o vou all laws and regulations that have a direct and

outterial effect on the determination of financial statement amounts.

No changes i infernat control over financial reporting or ather factors that might significantly affect
internal control over financial reporting. including any corrective actions taken by management with
regard to sigpificant deficiencies and material weaknesses. have oceurred subsequent to September
30, 2013,

Exeept where otherwise stated betow, matters less than $238.000 collectively are not considered to be
exceptions that require discloswee for the purpose of the following representations. This woount is not
necessarity indicative of amounts that would reguire adjustiwent to, or disclosure in. the basic flnancial

statements.
21 Exeept as histed in Appendices A and B, there are ao transactions that have nol been properly

b
e

[

ih

recorded in the accounting records undertying the financial staterents.

- GMIIA has no plans or intentions that may affect the carrying value or classification of assets and

Habilities,

. The foltowing, to the extent applicable. have been appropriately identified, propetly recorded, and

disclased in the Mnancial statements:

a. Related party trapsactions and associated amounts receivable or payable, including sales,
putchases, loass, transfers, leasinvg arvangements, and goarantees (written or craf}.

b.  Guarantees, whether written or oral, vnder which GMHA is contingently liable,

In preparing the financial stoterents in contormity with GAAP, management uses estimates, All

estimates have been disclosed in the financial statements for which koown information available
prior {0 the issuance of the financial statements indicotes that hoth of the following criteria are met:

a1 s at least reasonably possible that the estimate of the effect on the financial statements of a
condition, sitpation, or set of circumstances that existed at the date of the financial statements

will change in the near term due to one or more fituie condieming events.

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

- Risks assoctated with concentrations. bused on information known to management, that meet all of

the tollowing eriteria have been disclosed i the financial statements:
a. Fhe concentration exis ab the date of the financial siatements.

b, The concentration makes the enterprise vulnerable to the risk of a near-term severe impact,
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It ds at least reasonably possible thar the events that could cause the severe impact will neour in
the gear terim.

26, Thers are no:

Violations ar possible violations of faws or wegulations, such as those related to the Meadicare
amd Medicard antifraud snd abuse stondes, meloding but not imited 10 the Ant-Kickback Act,
Limitations on Certain Physiclan Referraly (commonty referred fo as the “Stark law™), and the
False Claims Act, in any jurisdiction, whose offects should be considered tor disclosure iin the
financial statements or as a basis for recording 2 foss contingency.

Koown actuat or possible litigation and clatms whose effeets should be considered and
accounted fuor and disclosed in the financial statements and that have not been disclosed to the
anglitor,

Other Habilities or gain or loss contingencies that are required fo be accrued or discloged by
GASB Codification Section C50, Cluims and Judyments, except as disclosed in the noles to the
financial statements,

27. During Fseal year 2013, GMHA Implemented the follow ing pronouncements:

GASB Statement No. 60, Accounting and Financicd Reporiing for Service Concession
drrangements. which addressed how 1o account for and report service concession
arrangements (SCAs). a type of public-private or public-pubfic partnership that state and local
governments are increasingly entering into. The fmplementation of this statement. did not
have a material effect on the financial statements,

GASD Statement No. 61, The Financied Reporting Emtity. Opmibus, which mnproved financial
reporting tor governmental entities by amending the requirements of Statements No. 14, ke
Financial Reporting Entirv, and No. 34, Hasic Financial Statements - and Manogement's

address reporting entity issues that have come to Hght since those Statements woere issued in
1991 and 1999, respectively, The implamentation of this statement did not have o material
etfect on the ltnancial statements,

GASB Statement No. 62, Codificarion of Accownting and Financial Reporting Guidance
Cantained in Pro-Novemher 30, 1989 FASE and 41CPA Pronowicements, which cihanced the
usefulness of its Codification by incorporating guidance that previously confd onty be found
in certain Financial Accounting Standards Board (FASB) and American Iastitute of Certilied
Public Accountants (AJCPA) propouncements issued on or before November 30, 1985, which
does not conflict or contradict GASB pronouncentciis. GASE Statement No, 62 suparseded
GASE Staterent No. 20, decounting and Financiol Reporting for Propricigey Junds o
Uther Governmenicd Entitics That Use Proprictary Fund decownting. The tmplementation of
Hris statement did not have a malerial ¢ffect on the financial statements,

“DINCUsSIOR Wt ARSI for Stie i Tocil CrOvERIments] 10 BENEF hiset TSer Tieeds and
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»  ASE th'tf'a‘tm:m N 63, Financicd Reporting of Deferved Outflows of Rexnirees ferraf
Inflows of Resources, and Net Position, which established suidance for urmmiw deiufm}
outflosss of resources. deferred inflows of resgurees, aird npel position o a statement of
financial position, and GASB Statement No. 63, Jrems £ veviously Reported as Assets ad
Liahifivres, which clarifies the appropriate veporting of delened ontflows of resowrces und
deferred inflows of resources 1o enstre consistency i fipancial reporiing. These Statements
amend the net asset veporting requirements i Statement . 34, Basic Fimmcial Statemenrs -
and Managemens's Discussion and daalysis - for State (:mi Em il Cloveraments, and other
pronguncements by incarporating deferred outflows of resources and deferred inflows of
rexources nto the definitions of the required components of the residuat measure and by
rengming that measure as net position, rather than net assets,  With the maplementation of
GASH Statement No, 63 and Statement No. 65, the Statement of Net Assets was rensmed the
Statement of Net Position. In addition. the Statement of Net Position inchudes two new
classifications separale from assets and Uabilities. Amounts reported as deferred outflows of
resources are reported na separate section following assets, Likewise. amounts reported as
deterred inflows of resources are reporied in a separate section following habilities.

28 In April 2012, GASB issucd Statement No. 66, Technical Corrections - 2017, which enhances the
useludaess of financial reports by resolving conflicting accoumting and financial reporting guidance
that could diminish the consigiency of financial reporting.  The provisions of this statement are
effective fur periods beginning afier December 153, 2012, Management has not yet determined the
etfect of mplementation of this stateinent on the financial statements of GMHA.

29. In June 2012, GASE issued Statement No. 67, Financial Reporting for Pensioa Plans, which revises
existing gnidance for the financial reports of most pension plans, and Statemeat No. 68, Accownting
and Finuncial Reporting for Pensions, which revises and establishes new {inancial reporting
requirements for most governments that provide thelr employees with pension henefits.  The
provisions in Statement 67 are effective for financial statements for periods beginning after June 13,
2013, The provisions In Statement 68 are effeetive for fiscal vears beginning after June 15, 2014,

\1,.lmfrement has not yer determined the tlie(r 01 impiemmtal}on 01 thu, statements on ‘rhe

- fmanerat stutenrentsof GMEAD 0 -

30 In January 20130 GASB issued Statoment No. 69, Govermnent Combinations and Disposals of
Croversmen! (.')Am.mtamr._\‘_ which improves accounting and financial reporting for state and local
governments' combinations and disposals of government operations.  Government combinations
include mergers, acyuisitions, and ransters of operations. A disposal of government operations can
occur through a transfer (o another government or a sale.  The provisions i Statenient 69 are
effective for fiscal vears beginning after December 13, 2073, Management has not vet determined
the effect of implementation of this statement on the Tinancial statements of GMHA.

3o April 2013, GASE dssued Statement No, 70, ducorarting and  Financiol Reporting for
Nonexchange Finoncid Guweraniees, which requires a state or local government guarantor that
offers a ponexchange financial guarantee fo another organization or government {0 recogaire a
Habiluy on ils fuzancial statements when 1t is maore likely than not that the suarantor will be required
W make a payinent t the obligation holders under the agreement. The provisions in Statement 70
are effective for fiscal years beginning after June 15, 2013, Management has not vet determingd the
etfect of implementation of this statement on the findancial statements of GMHA,

32 GMHA has satistactory title o all owoed assets, and there are no liens or encumbraaces on such
asscts nor las any asset been pledged as eoftateral.
3R OMHA has wmph»d with all aspects of contractual agreements thal would have an effect on the

financial statements in the event of nencomplisnce. except for mstances of nencomphiance incladed
in the Schedule of Findings and Questioned Costs,
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38.
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41,

46.

47

No departient or ageny of the Pederal Government or GenvGinam has reported 2 material instance
of sopcemplidies o us, except for instances of popcomplianes lncladed in the Schiedule of Fiadings
and Questimed Costs,

- Arrangementz with firancial institatons Involving compensating balances or other strangoments

ivolving resirictions on cash balances, line of eredit, or simitar armngements have been properhy
disclosed in the fivancial sitements.

- Fimancial mstronrems with significant individual of group concentration of credit risk have been

appropriarety identified, properly recorded, and disclosed in the Puancial stalements,

- Receivables recorded in the financial stutenients represent vabid claims against debtors for sales or

other charges arisiag on or before the balance-sheet date and have been appropristely reduced 1o
their estimated net cealizable value,

GMHA i respousible for determining and maistaining the adequacy of the allowance for accounts
receivable, as well as estumatos used to determine such amounts.  Muanagement believes the
ullowances are adequate to absorb currently estimated bad debts in the account balances.

. The recorded valuation allowances for accounts receivable and sevttements with third parties are

necessary, appropriate, and properly supported. Provision has been made for cstimated retrogetive
adjnstments by third-pany payvors under retmbursement agrecnients.

Provision has been made to reduce excess or obsolete inventories to their estiated net reabizable
vatue. Al mventorics are the property of GMHA and do not include any ftems consigned to it

We believe that all expenditares that have been deferred to future periods arc recoverable.

2. Al additions to GMEA’S property accounis consist of replacements or additions that are properiy
capitalizable,

- There were no items of physical property contatned in the property acconnts of GMHA that were

either (2) abaudoned or (b) owt of service and oot regarded as efther (1) standby property or
equipment oy {i1) property held for use only temporarily out of service.

1 We have no intention of terminating our participation in the GovGuam Retivement plans ot taking

any other action that could result in ap effective termination or reportable event for any of the plans.
We are pot aware of any oceurrences that could resnlt in the termination of any of our pession plans
o which we contribute.  We belivve that the actuarial assumptions and wethods nsed to messure
pension liabilities and costs for financial aceounting purposes are appropriaie in the circumstances.

o Acoruals for losses from malpractice, workers compensating, and other fypes of setfvnsured risk,

tocluding acceunds tor claims incurred but not reported have been properly recorded and disclosad in
the Imancial statoments.

Ne evidence of fruod or dishenesty in fiscal operations of programs administered by GMBA has
been discovered.

In 901 Public Law 21-5¢ was epacied to establish a bonus system for emplovess of GovOnam,
autonomous and semi-gutonomons agencies, public corporations and other public Instrumentalities
of GovGiuam who carn a superior performances grade.  The bonus is caleutated at 3.5% of the
employee’s base salary beginning 1991, GMHA did not pay any bonuses pursuant to the law from
1991 through 2002, In 2003, GMHA adopied a merit system similar to the GovGuam merit system,
GMHBA has assessed the impact of the requirements of the taw for fiscal vears 1991 through 2013,
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As of September 30, 2013, GMHA weorded ment payable of $182,352 related to fiscal voars 2011
2 2013,

- The Hospiwi has frenrred losses from opeeations of $33.771,046 and $17.878.63% and nw;aiw cash

Hows from npeeations of $T1765.071 and $4,314.3 ‘? fur the veirs anded %epzthw 2013 aod
2012, respretively, A1 Sepretnber 3¢, 2013 and 2007, the Hospital's deficiencies an delinguent and
wapaid retirement comrtbutions, inchiding imc:eal fmd peaalties, with the GovGuam Retiremeni
Fund were $1.972.295 and $2. 377,703, respectively. The 'I.*fospiw} recorded contrictual adjustments
and provisions fr upcolloctible accommts of 371,863,110 and 564,223,700 Lor the Tiscal veurs ended
September 30, 2013 and 2012, respectively.

GMEA management bas taken the following actions and measures o address the Hospial's losses
from operations and segative cash flows Irum operations:

»  Management is critwally evaluating staffing patterns 1o ensure thal quality und patient satery
goals are met with “prudent” statting,

« Aanagement bas asked e Govermment of Guam for financial assistance through the
Departmeat of Public Health and Social Services progeams ang for alfernative funding of self-
pay patients.

¢ Management 18 requesting “retief” fron the contribution burden for the Retirement fund.
e Management plans to complete is gegotiations with Gaam insurers by Angust |, 2074,

*  Management is pursuing "re-basing” from CMS that will provide greater reimbursement for
services to Medicare patients,

»  Management is reviewing its fees tor its chinical and professional services. Munagement has
mtroduced fee increases to the community and to the Guam Legislature,

Management belivves that the continuation of the Hospital’s operations is dependent upon the future
payment of medical services underwritten by the Government of Guam, continged eomnpensation by
the Government of Guam tor the cost of services provided under the Medicaid and Medically
Indigent Program. the collection of long outstanding patient receivables, and/or improvements in
operations,

N events Bave occurred after Septeuther 30, 2013, bat before hune 27, 2014, the date the financial

statements were available to be issued that requtire consideration as adinstments to, or disclosures in
the financiul statenents, except as disclosed in the nates 1o the financial statements.

CNooevends have ocowrred qubsu;uuii W Septeruber 30, 2013 that reguires consideration as

adhstiments to or disclosures in the schedule of federal avards and celated asores.

- Regarding required supplementary information:

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

b The required sapplomentary information s measured and presented In aceordance with GASE
Codification Section 2200, Comprehensive Annual Financiad Reporr,

¢.  The methods of measurement and presemtation of the supplementary information have not
changed from those used i the prior period.
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52. Regarding supplementary information:

a. We are responsible for the fair presentation of the supplementary information in accordance
with GAAP.

b. We believe the supplementary information, including its form and content, is fairly presented in
accordance with GAAP.

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

Very truly yours,

T

e y'/, o "};f'b
s B .:"‘I‘VJ jf‘;: .' &
3 ,{":.; f/,,’»f,‘f‘,ié"- ,,!’ff_ v f’“‘fY« "
/7w« Josepl P. Verga ' A
= Hospital Administrator/CEQ

Alan C. Ulrich
Chief Financial Officer




Guanm Memorial Hospial Authority

Summary of Uncorractad Misstalements Felating to Current Year

September 30, 2013
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Beginping Net  Change in
Assets Linbilities Position Het Position

t. To ascrue FY2013 patient charges entared subsequent to

08302013
Or. Palient receivables
Cr, Patlent revenusas

2. T take up additional apprapriations not acorued at 9/30/13,

Or. Dua from GovGuam
Cr. Deferred Revenue - GovGuam Subsidy

3. To adiust GovGuam Subsidy reverive for amaunts ot confimed by

DOA and not et received by GMHA
Lr. GovGuam Subsidy Revenue
Cr. Deferred Revenug - GovGuam Subsidy

4. To take up extrapolated overstatement in inventory arising from unit

Cogts.
Or. Expense
Cr. Inventory

5. To adjust inventory reserve account.
D, Provision for fnventory obsolescense
Cr. lowantory reserve

6. To adfust likely misstatement in retirement expanse
Dr. Retirement expense
Cr. interest/penatty

7. Torecord aliowance ¢n the receivables from Cancer Center of

Guam
Dr. Material and supplies expense
Cr. Allowance for other recaivables

8. To adjust remaining variance on Perry Point payables
Dr. Expense
Cr. Accounts payable

Dr €0 Dy {Cri Dy tCn) Dr Gy

280,820.00
(280.820.00}

188.180.00
(188,080.90)

168.433.00
(168.433.00)

213,394.00
(213.394.00)

89.122.00
{89,122.00)

113.043.00
{113.043.00)

134,450.00
{134.450.00)

192 409.00
{192,409.00}

Totat Uncomecled Misstatements 31.934 00  (548,922.00) - 916,968.00

We havae reviewed the uncorrectad misstatements above as of September 30, 2013, The uncorrscted misstalements are not materiat to
the current fiscal yda: financial statemnents. The above are not tha rasults of fraud or ilegat acts,
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Jun {nfante
General Accounting Supervisor
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Guam Memaontal Hospita: Authorly
Summary of Uncorrected Misstatements Refating to Prior Year
Septembier 30, 2013

Baginning Met  Change in

Aggetls Liabilities Position Net Position
D {Cn Or(Cr} Or{Cn Dr{Gn
1. To adjust depreciation relating to prier year (from July
2040 thru Sept. 2012) for asset #7154,
Or. Depreciation axpenss 61,892
Cr. Accumitated depreciation {61,992}
Total Unzerrected Misstatements {81,992} - - 51,992

WWe have reviewed the uncorrected misstatements above as of September 30, 2013. The uncorrectad
misstatemants are not material to the current fiscal year financial statements. The above are not the results of fraud
of iflegal acts.

_..;C.':.' e ey ,/ : i
Alan Uirich i
Chigf Finarj_g{la_‘l_ __Ofﬁcer
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Jun tnfante

General Accounting Supervisor





