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The management discussion and analysis is a section of the audit report in which the Guam Memorial 
Hospital Authority (the Hospital) is given the opportunity to provide the reader an insight into the internal 
workings of the Hospital.  Hopefully, the reader will come away with an understanding and gain an 
appreciation for the demanding, complex but noble profession of health care that is found at this Hospital.  
The audit itself along with the financial statements presents a picture of hospital operations.  It reveals the 
results of operations, financial burdens and constraints faced by the hospital.  As a necessity, the Hospital 
is a recipient of federal funds and is accountable for the proper and appropriate usage of the all funds. 
There is the “people” aspect of the Hospital that may not be revealed but is often the focus of concerns 
about the care provided as well as contributing to the perception the patient and family will develop and is 
an integral part of the patient’s recovery. 
 
The Hospital is a component unit of the Government of Guam and where the core business is the delivery 
of quality healthcare.  Our mission statement states very simply our commitment to excellence in 
healthcare.1    The doors of the Hospital are open twenty-four hours a day, three hundred and sixty-five 
days a year to all who are in need of medical care despite one’s financial ability and or inability to render 
payment.2  The Hospital is a full service medical facility capable to accommodate emergency, ancillary 
outpatient, acute inpatient, and long-term care medical services.  The Hospital delivers medical care via 
two excellent Medicare certified facilities; one in Tamuning, the Hospital, and the other located in 
Barrigada, known as, “the Skilled Nursing Unit” (SNU).  The Hospital is Medicare certified for one 
hundred forty-five acute beds, while SNU is certified for thirty-two Skilled Nursing beds.  The Hospital is 
staffed with over nine hundred employees, all playing a vital part in the process of the direct delivery of 
patient care. 
       
Although the Hospital is part of the Government of Guam, there is a significant difference between it and 
other Government of Guam agencies and departments.  Other agencies and departments can and are 
allowed to refuse service if payment is not provided.  Power, water, renewal of car registration, or 
obtaining a police clearance can be denied if the consumer is unable to provide payment for the services it 
receives.  The Hospital however, is mandated to provide medical services and may not refuse providing 
medical care to anyone because of their inability to pay for such services.  The Hospital is a unique and 
essential part of the community as healthcare touches everyone’s life from conception to end-of-life.   
 
The audit validates to all Guam stakeholders the Hospital’s ability to be responsible and forthright with 
the funds it receives.  Are the proper internal controls in place? Does management along with the Board 
of Trustees (BOT) provide governance towards the vision of the Hospital? Is the Hospital maintaining 
financial stability?  These are just a few of the questions that can be answered by the audit.  Along with 
this is the community’s expectation about the progress being made towards attaining recognition from the 
gold standard in healthcare, Joint Commission (JC).   
 
An “All Hands on Deck” approach is resonating throughout the Hospital.  A team of consultant 
surveyors from the Joint Commission Resources Incorporated visited the Hospital in early 2008. The 
results of the Operational Assessment/mock survey provided a snapshot in time of the Hospital’s progress  
 

                                                 
1 “We are committed to the healing and caring for the people of our Community” 
2 P.L. 7-102 § 6 
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towards attaining accreditation.  It is important that the BOT and the Hospital at large are able to 
demonstrate to the community that quality medical care is provided here at the island’s only civilian 
healthcare facility when compared with other institutions using the same nationally accepted standards. 
 
During FY 2007, the Hospital continued its mission of providing quality healthcare services to the people 
of Guam and other visitors despite the growing constraints on the Hospital’s capacity.   The Hospital saw 
an increase of two thousand four hundred seventy-seven (2,477) patients in overall patient types with 60% 
(1,514) being seen at the emergency room.  Putting into perspective the growing phenomenon of 
emergency room visits at the Hospital, it should be noted that nationwide, 65% of urban hospitals and 
47% of all hospitals reported that their emergency department were at or over capacity in 2007. 3  
 
This increased number of patients also translated into a greater demand for acute hospital beds.  Very 
frequently because of the shortage of inpatient acute hospital beds, the Emergency Department will 
continue to provide care to patients waiting for a bed to become available and before that patient can be 
transferred to the appropriate unit or ward.  The shortage of beds is attributable to several factors that are 
interdependent.  First, there is a physical limitation on the actual number of beds in any given unit.  
Secondly, there are only so many beds that can be made available because the Hospital is limited by the 
number of available staff that can be assigned to work there.  The respective inpatient unit staffing level 
requirements is based on patient acuity, and Guam like other parts of the world, faces a shortage of 
nursing personnel.   
 

               
    Guam Memorial Hospital Authority     
   Patient Admission by Patient Type    
   FY2001 to FY2007      
        
  Inpatient  Outpatient          ER  Total 

FY07 11,951 26%          6,418  14%        27,480  60% 
       
45,849  

FY06 
                  
11,361 26%          6,045  14%        25,966  60% 

       
43,372  

FY05 
       
11,413  27%          5,120  12%        25,442  61% 

       
41,975  

FY04 
       
12,066  27%          6,295  14%        25,798  58% 

       
44,159  

FY03 
       
11,699  25%          8,005  17%        27,708  58% 

       
47,412  

FY02 
       
12,672  25%          7,803  15%        30,634  60% 

       
51,109  

FY01 
       
13,491  24%        10,096  18%        31,549  57% 

       
55,136  

 
 
 
                                                 
3 American Hospital Association Hospital Facts to Know.   http://www.aha.org/aha/content/2008/pdf/08-issue-facts-to-know-
.pdf 
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In order to address the bed shortages that arise from time to time, the Hospital instituted a Patient Flow 
Management Plan4 in an effort to address those times when there is a surge in the number of inpatients.  
In these instances, because of the increase in the number of patients needing to be admitted, it is likely 
that you will encounter a wait for a room to become available.  The average length of stay for inpatient 
admissions is 4.5 days. 
 
Financially, it was challenging in fiscal year 2007.  Although the Hospital saw an increase in the number 
of patients, the Hospital recorded over $2 million less in patient revenues from last fiscal year.  This 
decrease is largely attributable to the type of medical services provided that is captured during the charge 
recognition process.  Despite the decrease, the Hospital realized over $66 million in cash from 
reimbursements from and on behalf of patients, a $7 million increase from FY 2006.   This is could be 
ascribed to the Hospital’s collection efforts on outstanding patient accounts receivable.  The overall affect 
was that the Hospital patient accounts receivable were reduced by $1.8 million.   
 
As noted in the FY 2006 audit, non-operating revenues provided the additional financial support for 
hospital operations.  Both the Pharmaceutical Fund (locally funded) and Compact Impact funds (federally 
funded) positively augmented the Hospital medical supplies, medical equipment, and 
pharmaceutical/medicine needs for FY 2007. 
 

Guam Memorial Hospital Authority
Fiscal Year 2002, 2003, 2004, 2005, 2006, & 2007

Total Expenses, Revenue, & Gov Guam Appropriations

87,958,280

65,536,843

7,108,350 4,571,795 4,596,139

25,236,268

11,986,279 13,598,544

71,547,256
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In FY 2006, the Hospital was legislatively appropriated $7,800,000 which was encumbered for capital 
outlays, equipments purchases, facility repairs, renovation and improvements on a reimbursement basis 
under the Advance Appropriation (legislatively appropriated in FY2006 under P.L. 28-68).  This  
 

                                                 
4 Administrative Policy 6400-36, adopted on October 4, 2007 
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appropriation was reduced to $4,200,000 in FY 2007 under P.L. 29-02.  The Hospital expended a total of 
$3,813,133 for both FY 2006 and FY 2007.  The Hospital received reimbursements totaling $1,225,029,  
leaving $2,588,104 un-reimbursed.  It is important to note that the Hospital had not factored this into its 
FY 2007 operational budget and had to use monies collected from patient billings to pay for those un-
reimbursed expenditures.   
 
The stream of cash into the Hospital was bolstered with the unanticipated recovery of Medicare funds.  
The Hospital had requested the reopening of the Medicare Cost Reports for fiscal years 2003, 2004, and 
2005 resulting in the Hospital receiving over $9 million.  This had a major impact on the Hospital’s 
ability to meet its operational needs during the fiscal year.  The Hospital was able to meet growing payroll 
needs amounting to over $55M, which represents 67% of total operating expenses for the year.  This is an 
11% growth from FY 2006 salary expenditures that amounted to just over $50 million.   
 
Although the receipt of non-operating funds and the recovery from Medicare relieved the financial 
burdens, the Hospital still ended the fiscal year 2007 with a reduction of net assets of over $5M (total loss 
of over $11M from FY06 to FY07).  Seizing the opportunity to make good use of available funds, the 
Hospital opted to settle the note payable to Guam Power Authority.  A payment of over $460K was made 
in June 2007 to settle the balance due.  This cost-saving move resulted in the Hospital reducing the 
amount recognized for interest and penalties for the year.    
 
The Hospital also worked to reduce it’s liability to the Government of Guam Retirement Fund (GGRF).  
Hospital employees being able to retire is a positive reflection of the current portion of the Hospital’s 
payable to GGRF as this liability was reduced by over $1 million.  In ensure that employees are able to 
retire, the Hospital and GGRF have agreed the Hospital must make a payment on the employee’s entire 
unpaid retirement liability.  This is a one time lump sum payment to GGRF.     
 
The Hospital’s relationship with suppliers and vendors is crucial to its continued operations.  There are 
the transparent Hospital related supplies, needles, oxygen, pharmaceuticals, but there are other medical 
needs that are not so transparent but are essential, such as the cost to maintain a Hospital Information 
System, timely, accurate medical transcription services, bio-waste removal, linen and laundry services.  
The Hospital averaged $5.5 million monthly in outstanding vendor payments throughout FY 2007.  At the 
end of the year, the reader can see that the Hospital was conscientious of the need to remit consistent 
vendor payments as there was over a $2 million reduction in vendor payables ending at approximately 
$6.4 million for FY 2007.    
 
The reader will also note that the financial statements for FY 2006 have been restated.  This reflects both 
the results of a physical inventory of fixed assets and a reconciliation of the fixed assets subsidiary and 
general ledger at September 30, 2007. This is an exceptional achievement on the part of the Hospital as 
the last physical inventory was conducted in FY 2000.  This should be noted as a having an impact on the 
financial representation of fixed assets in the Statement of Net Assets.   A one-time adjusting entry of 
nearly $2 million was effectuated to realign the ending balance of the general ledger to the subsidiary 
ledger (the general ledger was understated in comparison to the subsidiary ledger).  This amount was 
determined by Hospital management to be irreconcilable.   
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The ability to collect on patient billings has been and continues to be the most prominent and pressing 
challenge for the Hospital. There are facts that must be stated in order to understand some of these 
challenges, especially not being able to collect on 100% of what is billed. The bottom line is that the 
Hospital does not get paid a dollar for every dollar that it bills. Over 50% of all patients seen at the  
 
Hospital are eligible via the Medically Indigent Program (MIP) (100% locally funded); Medicare (100% 
federally funded) and patients under the federally and locally funded (under a matching arrangement) 
health insurance sponsored program, Medicaid (MAP) and reimbursement to the Hospital for those 
eligible, is on a per diem basis.  The balance of the patient’s bill for any of these payor classes is 
considered as a contractual adjustment and is non-collectible.   
 
Local insurance companies comprise 8% to 10% of total monthly patient billings and reimburse the 
Hospital on a fee-for-service basis.  A portion of these billings is recognized as contractual adjustment 
and is also non-collectible.  Patients in the category of “Self-Pay” make up the remaining portion of those 
receiving services, approximately 20%.  Previously, the Self-Pay patient was expected to pay “a dollar for 
every dollar billed”.  However, this is not equitable and the Hospital instituted a discount for this group of 
payors with the understanding that the entire bill must be paid in-full.  The gross monthly Self-Pay 
billings average $2 million. Collections on these billed claims result in about $500,000 in reimbursement 
per month leaving $1.5 million as outstanding to the Hospital each month. Consequently, the unpaid 
balance each month can easily accumulate to a significant amount of Self-Pay receivables in one fiscal 
year.    
 
The Hospital has begun efforts to better define what makes up patients classified as Self-Pay. The 
Hospital understands that Self-Pay should be classified into two categories, true Self-Pay (patients 
without any health insurance coverage) and insured Self-Pay (patients with insurance but must meet their 
health insurance deductible). True Self-Pay, can be further defined to determine how many are employed, 
how many are not employed, etc.  Preliminary reports indicate that the delineation between true and 
insured Self-Pay is about 55% to 45%. The Hospital is working to further understand that 55% of true 
Self-Pay.   
 
The Hospital deals with two types of uncompensated care, bad debt and charity care.  The Hospital makes 
monthly provisions, based on historical trends for bad debt allowance. The Hospital is developing what 
“Charity care” will mean for itself.  The Hospital understands that there will be a portion of our patients 
who are truly unable to render payment for medical services provided.  It is the responsibility of the 
Hospital to identify such patients, determine alternative funding sources, such as a charity care fund, or 
resolve the account as truly being charity care.  Nation-wide, it is estimated that total amount of 
uncompensated care over the last twenty six (26) years amounts exceeds $31 billion.5  
 
 
 
 

                                                 
5 Health Forum, AHA Annual Survey Data 1980-2006 
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One particular collection effort that has been effective for the Hospital is the tax garnishment program 
with the Department of Revenue and Taxation (DRT). At the end of FY 2007, the Hospital had over $40 
million of outstanding patient accounts with DRT.  Shown below are the amounts the Hospital has been 
able to collect under the tax garnishment program. 
                               

Fiscal Year  Total Amount Collected 
FY 2005   $          546,339   
FY 2006   $            89,855   
FY 2007   $       2,061,752   

FY 2008 (as of May 2008)   $       2,218,913   
                   

Guam Memorial Hospital Authority
FY2007

 Self-Pay Admissions by Ethnicity

FILIPINO,  3,851 

CHUUK,  2,603 
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KOREAN,  498 

OTHER,  2,610 

CHAMORRO,  11,468 
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Payors           Chamorro        Filipino Chuukese         Caucasian       Korean   Other           Total 
MIP 1,378 412 1,226 44 40 1,698 4,798 
MAP 9,077 1,105 968 217 40 294 12,101 
Medicare 486 278 5 32 14 83 898 
Local 
Insurance 

1,731 772 35 152 14 235 2,939 

Self Pay 11,468 3,851 2,603 909 498 2,610 21,939 
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The Hospital continues to explore and execute all appropriate collection efforts that will enhance the 
inflow of much needed cash.  The Hospital’s FY 2009 fiscal budget6 increased by $2 million over the FY  
2008 fiscal budget7 bottom line figure which the Hospital expects to be $72 million in order to break 
even.  This is a $5 million increase from the FY 2008 Board of Trustees approved budget in which the   
Hospital is expected to collect $67 million, solely from patient billings.  The cost involved in the delivery 
of care is expensive from the timely procurement and availability of medical 
supplies/equipment/pharmaceuticals, to retaining and recruiting competent medical staff, coupled with 
compliance with the federal and local mandates codes/laws/regulations governing a safe and secure 
hospital environment. 
   
Internally, the Hospital has made significant strides to address and correct prior year audit findings.  The 
simple table below exemplifying the number of audit findings the Hospital was cited for through out the 
six fiscal years.  The Hospital received a “qualified” audit opinion citing major deficiencies that barred 
the auditors from issuing an unqualified “clean” opinion on the Hospital’s financial statements from FY 
2002 through 2006.  All four (4) of the qualifying findings from the FY 2006 audit were successfully 
corrected to the satisfaction of our auditors earning the Hospital an “UNQUALIFIED” audit status. 
 
                Fiscal Year         Number of Findings     Audit Status 

FY 2002 24 QUALIFIED 
FY 2003 45 QUALIFIED 
FY 2004 39 QUALIFIED 
FY 2005 22 QUALIFIED 
FY 2006 19 QUALIFIED 
FY 2007 6 UNQUALIFIED 

 
It is imperative that the Hospital continue existing efforts implemented to correct deficiencies and take 
appropriate action as needed to expand and enhance internal controls and monitoring procedures.   
Reconciling accounts receivable account balances with insurance companies, improving our estimation of 
allowance for patient receivables, reconciling fixed assets accounts between the subsidiary and the general 
ledger, completely conducting the inventory on pharmaceuticals to arrive at the fair representation of its 
ending balance are just a few “housekeeping” items on our “To Do” agenda, all the while continuing to 
provide quality medical care and service.  The Hospital truly is a place where healing happens everyday.   
With the Hospital working on attaining the “gold standard” of medical services and safety from the health 
industry standard setting organization Joint Commission, our community can be assured that “GMH” no 
longer means “get me to Hawaii” but rather GREAT MEDICINE HERE”.  
  
All in all, the Hospital has made tremendous strides in improving not only financially, but overall.  
Despite sluggish collection from Self-Pay accounts; rising cost of healthcare; shortage of nurses; and 
capacity constraints, the Hospital continued to service the community.  The Hospital continues implement 
initiatives that make a difference to the lives of the people of Guam.  The Heart Valley Association 
(HVA) from Modesto, California visited the Hospital three times in FY 2007 performing open heart  
                                                 
6 BOT Resolution #07-71, approving the FY 2008 Hospital financial plan at $87,678,433 
7 BOT Resolution #08-18, approving the FY 2008 Hospital financial plan at $89,924,742 
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surgeries during two of their visits.  Fourteen well deserving employees were able to retire because they 
wanted to.  Two thousand six hundred ninety-nine (2,690) newborns took in their first breath at the 
Hospital, the attainment of a “clean” unqualified audit report, Joint Commission recognition and 
certification on the horizon, are just a few of the great things happening at the Hospital.   
          
This report is designed to provide our citizens, taxpayers, patients, and stakeholders with a general 
overview of GMHA’s finances and demonstrate GMHA’s stewardship and accountability for the money it  
collects and its proper usage.  Exhibits following the MD&A are provided to illustrate the progress of the 
Hospital and are shown for the reader’s convenience.   To gain additional historical perspective and other 
Hospital relevant information, one can refer to the FY 2006 MD&A.  If you have questions about this 
report or need additional information, please contact GMHA CEO/Hospital Administrator’s Office at 
647-2418/2367 or the GMHA Chief Financial Officer’s Office at 647-2934/2190, Monday thru Friday, 8 
am to 5 pm, closed Saturday, Sunday, and Government of Guam Holidays.  You may also refer to the 
Hospital’s website at www.ghma.org if you wish to contact any one of the Hospital’s Board of Trustees. 
  
  
EExxhhiibbiitt  11  
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EExxhhiibbiitt22 
 

Miscellaneous,  $4,674,607.36 

Medicaid, 
 $20,811,496.29 
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EExxhhiibbiitt  33 
 
Current ratios  
FY 07  1.14    
FY 06  1.26    
FY 05  1.21 
FY 04  1.14 
Recommended ratio to be around 1.  Illustrates the Hospital is just meeting its current financial obligations. 
 
Working Capital  
FY 07  $4,964,397    
FY 06  $9,677,582   
FY 05  $5,882,239    
FY 04  $3,959,380     
Represents how much cash the Hospital would have if it liquidated all of its current assets to satisfy current liabilities.  Note that current 
assets include Patient Accounts Receivable. 
 
Quick Ratio  
FY 07  .017     
FY 06  .014     
FY 05  .051    
FY 04  .023 
Recommended ratio to be around 1.  As it stands, it shows the Hospital could not rely on its cash on-hand to satisfy current liabilities.   
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EExxhhiibbiitt  33  CCoonnttiinnuueedd 
 
Accounts Receivable Turn Over  
FY 07  163 days    
FY 06  156 days    
FY 05  169 days    
FY 04  182 days   
This ratio determines how quickly the Hospital is able to turn its patient accounts receivable into cash.  The Hospital realizes the importance 
on reducing the number of days outstanding as it greatly affects the cash flow of the Hospital.    
  
  
  
EExxhhiibbiitt  44  

Guam Memorial Hospital Authority      

Statements of Cash Flows      

September 30, 2007, 2006, 2005      

   Restated   

 2007  2006  2005 
 
Cash flow used in operating activities 

 $     
(14,501,297)   $     (11,719,821)   $     (16,170,945) 

Cash flow from non-capital      

        financing activities          10,385,801            10,017,547              9,556,661  

Cash flows from capital and related      

        financing activities            4,230,336                 793,142              7,390,381  

             Net increase (decrease) in cash               114,840               (909,132)                776,097  

Cash at beginning of year               498,202              1,407,334                 631,237  

Cash at end of year  $           613,042    $           498,202    $        1,407,334  

      

Reconciliation of operating loss to net      

       cash provided by operating activities      

             Operating Loss $     (22,421,438)   $     (12,092,748)    $    (18,075,677) 

Adjustments to reconcile operating loss      

       to net cash provided by operating      

      operating activities:      

             Depreciation            4,760,228              3,897,223               3,494,095  

             (Increase) decrease in assets            6,562,992          ( 9,319,196)             (1,612,583) 

            Increase (decrease) in liabilities          (3,403,079)             5,794,900                    23,220 

Net cash used in operating activities  $    (14,501,297)   $     (11,719,821)   $     (16,170,945)    
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EExxhhiibbiitt  55  

 
Guam Memorial Hospital Authority   
Statements of Revenues, Expenses, and Changes in Net Assets  
September 30, 2007,  2006, 2005   

 
 
     Restated    
  2007   2006   2005 
         

Operating revenues $     65,536,843  
 

$    67,230,727  
 

$      57,688,765 
Operating expenses      87,958,280      79,323,475       75,764,442 
         

     Operating loss  
  

(22,421,437)      12,092,748       18,075,677 
     Non-operating revenues         
        (expenses), net      10,797,463        9,597,120       10,099,505 
         

     Excess of expenses over revenue  
  

(11,623,974)   
  

(2,495,628)   
  

(7,976,172) 
      
     Capital grants from the         
        Gov. Guam general fund                   -          2,431,878                    -   
     Federal award capital grants         
        and contribution        5,870,903        5,363,506         8,076,205 
         

     Increase (decrease) in net assets  
  

(5,753,071)        5,305,756           100,033 
         
Net assets beginning of the year      48,287,412      41,605,948       41,505,915 
         
Restatement                   -          1,375,708                    -   
         

Net assets end of the year $     42,534,341  
 

$    48,287,412  
 

$      41,605,948 
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EExxhhiibbiitt  66  

 
Guam Memorial Hospital Authority    

Statements of Net Assets    

September 30, 2007, 2006, 2005    
 
      Restated    

ASSETS    2007   2006   2005 
Current Assets:          

Total current assets   $ 40,635,132   $ 46,208,777  
 

$ 33,480,430 
Capital assets, net   41,459,602   43,239,160   40,619,500 
          

     Total assets   $ 82,094,734   $ 89,447,937  
 

$ 74,099,930 

          
          

LIABILITIES AND NET ASSETS          
          
Current liabilities  $ 35,670,735  $ 36,531,195  $ 27,598,181 
          
Long Term Liabilities   3,889,658   4,629,330   4,895,801 
          
     Total liabilities   39,560,393   41,160,525   32,493,982 
          
Net assets:          
Invested in capital assets, of related debt   41,459,602   43,239,160   40,619,500 
Unrestricted   1,074,739   5,048,252   986,448 
          
Total net assets   42,534,341   48,287,412   41,605,948 
          

     Total liabilities and net assets  $ 82,094,734   $ 89,447,937  
 

$ 74,099,930 
          
 
































































































