
 
 
 
 
 
 
 
 
August 22, 2014 
 
 
 
Honorable Eddie Baza Calvo 
Governor of Guam 
 
Dear Governor Calvo: 
 
We have performed an audit of the financial statements of the Government of Guam Solid Waste 
Operations Fund and of those funds related to the Government of Guam Limited Obligation (Section 30) 
Bonds, 2009 Series A (the "Funds") 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 date August 22, 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 Funds’ is responsible. 
 
OUR RESPONSIBILITY UNDER GENERALLY ACCEPTED AUDITING STANDARDS AND 
GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS 
 
Our responsibility under generally accepted auditing standards and standards applicable to financial 
audits contained in Government Auditing Standards, issued by the Comptroller General of the United 
States, have been described in our engagement letter dated September 12, 2013.  As described in 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 Funds’ basic financial statements and the 

accompanying supplementary information, and to disclaim an opinion on the required 
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; 
 

 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; and 
 

 To report on the Funds’ internal control over financial reporting and on their 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 the standards applicable to financial audits contained in Government Auditing 
Standards. 

 
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 Office of the Governor 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 Office of the Governor of their responsibilities. 
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OUR RESPONSIBILITY UNDER GENERALLY ACCEPTED AUDITING STANDARDS AND 
GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS, CONTINUED 
 
We considered the Funds’ 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 Funds’ internal control over financial reporting.  Accordingly, we do not express 
an opinion on the effectiveness of the Funds’ internal control over financial reporting.  Our 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. 
 
ACCOUNTING ESTIMATES 
 
Accounting estimates are an integral part of the financial statements prepared by 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.  No significant 
accounting estimates are reflected in the Funds’ 2013 financial statements. 
 
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 Appendix A 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. 
 
MATERIAL CORRECTED MISSTATEMENTS 
 
Material misstatements were brought to the attention of management as a result of our audit procedures 
and were corrected by management during the current period.  These corrected misstatements are listed 
in Attachment II and are reflected in the 2013 financial statements. 
 
SIGNIFICANT ACCOUNTING POLICIES 
 
The Funds’ significant accounting policies are set forth in Note 1 to the Funds’ 2013 financial 
statements.  During the year ended September 30, 2013, there were no significant changes in previously 
adopted accounting policies or their application.   
 
DISAGREEMENTS WITH MANAGEMENT 
 
We have not had any disagreements with management related to matters that are material to the Funds’ 
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 ISSUES DISCUSSED, OR SUBJECT OF CORRESPONDENCE, WITH 
MANAGEMENT PRIOR TO OUR RETENTION 
 
Throughout the year, routine discussions regarding the application of accounting principles or auditing 
standards were held with management in connection with transactions that have occurred, transactions 
that are contemplated, or reassessment of current circumstances. In our judgment, such discussions 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 Office of the Governor. 
 
SIGNIFICANT DIFFICULTIES ENCOUNTERED IN PERFORMING THE AUDIT 
 
In our judgment, we received the full cooperation of the Funds’ management and staff and had 
unrestricted access to the Funds’ senior management in the performance of our audit. 
 
MANAGEMENT’S REPRESENTATIONS 
 
We have made specific inquiries of the Funds’ management about the representations embodied in the 
financial statements.  Additionally, we have requested that management provide to us the written 
representations the Funds are required to provide to its independent auditors under generally accepted 
auditing standards.  We have attached to this letter, as Attachment I, a copy of the representation letter 
we obtained from management. 
 
CONTROL-RELATED MATTERS 
 
We have issued a separate report to you, dated August 22, 2014, on the Funds’ 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.   
 
We have identified and included in Attachment III, certain deficiencies related to the Funds’ internal 
control over financial reporting that we identified during our audit. 
 
This report is intended solely for the information and use of management, the Office of the Governor and 
the Office of Public Accountability of Guam and is not intended to be and should not be used by anyone 
other than these specified parties. 
 
Very truly yours, 
 

 

 

 

 

 





















ATTACHMENT III 
 
 
SECTION I – DEFICIENCIES 
 
We identified, the following deficiencies involving the Solid Waste Funds’ internal control over 
financial reporting for the year ended September 30, 2013 that we wish to bring to your attention at this 
time: 
 
1. Allowance for Doubtful Accounts 
 

A formal policy for the recognition of the allowance for doubtful accounts is not currently in place. 
 

We recommend that a formal policy relative to the recognition of an allowance for doubtful accounts 
be established. 

 
2. Encumbrances 
 

During tests of encumbrances, the following were noted: 
 

a. Of ten encumbrances aggregating $13,607,494 tested under Fund 416, six items did not agree to 
audit expectations by $1,393,643 either due to expired or invalid items.  An audit reclassification 
was proposed to decrease the reserve. 

 
b. Encumbrances aggregating $4,018,837 under Fund 254 as of September 30, 2013 were 

overstated by $2,141,437 either due to expired or invalid items.  An audit reclassification was 
proposed to correct the reserve. 

 
c. Encumbrances associated with two contracts were understated by $13,307,276.  An audit 

reclassification was proposed to correct the reserve. 
 

 Contract# Particulars Understatement 

 C110601722 Waste hauling services $    4,510,506 
 C110601741  Landfill operations   8,796,770 

   $  13,307,276 
 

We recommend that encumbrances be approved and reviewed for ongoing pertinence.  Further, we 
recommend that reserves be recorded based on contract amounts. 

 
 
SECTION II – DEFINITIONS 
 
Because of the inherent limitations of internal control over financial reporting, including the possibility 
of collusion or improper management override of controls, material misstatements due to error or fraud 
may not be prevented or detected on a timely basis.  Also, projections of any evaluation of the 
effectiveness of the internal control over financial reporting to future periods are subject to the risk that 
the controls may become inadequate because of changes in conditions, or that the degree of compliance 
with the policies of procedures may deteriorate. 
 
The definition of a deficiency is as follows: 
 
A deficiency in internal control over financial reporting exists when the design or operation of a control 
does not allow management or employees, in the normal course of performing their assigned functions, 
to prevent, or detect and correct misstatements on a timely basis. A deficiency in design exists when (a) 
a control necessary to meet the control objective is missing or (b) an existing control is not properly 
designed so that, even if the control operates as designed, the control objective would not be met. A 
deficiency in operation exists when (a) a properly designed control does not operate as designed, or (b) 
the person performing the control does not possess the necessary authority or competence to perform the 
control effectively. 




