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GOVERNMENT OF GUAM
TERRITORIAL HIGHWAY FUND

Schedule of Findings
Year Ended September 30, 2004

Finding Number 2004-01 - Contract Retention Payable

Criteria: Contract retention liabilities should be updated in a timely manner.

Condition: The following contracts have had no activity in recent years:

Contract Last
Contract Account Retention Transaction
Vendor Number Number Amount Date
Fund 301
1. Hanil Development Corp C920660070 5224D51090HC003 $50,000.00 9/93
2. Hawaiian Rock Products C920660456 5224D21090HC009 $86,214.33 8/93
3. Dev & Associates C940660325 5224D21090HC004 $ 3,414.00 12/94
4. Hawaiian Rock Products C930660462 5224D921090HC006 $17,824.31 6/94
Fund 214
6. Hawaiian Rock Products C910660021 5208C901098ZF613 $ 4,955.39 6/91
7. Hawaiian Rock Products C910660106 5208C901098GF616 $ 4,200.00 10/93
8. Guam Rock Products C910660308 5208C901098GF611 $ 1,208.89 9/93
9. Hawaiian Rock Products D971098157 5208A971098HMO001 $ 868.00 9/97
10. Ogo’s Equip. Rental D971098156 5208A971098HMO001 $ 5,333.75 9/97

Cause: Contract retention liabilities do not appear to have been investigated by the agencies authorized
to disburse or remove these balances.

Effect: The contract retention liability account may be overstated by an immaterial amount.

Recommendation: Contracts should be reviewed by responsible agencies for completion or cancellation
in a timely manner.

Prior Year Status: The above condition is reiterative of conditions identified in the September 30, 2003
report.

Auditee Response and Corrective Action Plan: The contracts have been removed as DOA determines
that they are no longer valid.
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Finding Number 2004-02 - LFT Receivables

Criteria: In accordance with current Government of Guam policy, receivables should be carried at the
amount of collections received thirty days after fiscal year end.

Condition: Receivables are not adjusted for collections received thirty days after fiscal year end.

Cause: There appears to be weak internal controls over ensuring adjustments to receivables are being
made.

Effect: LFT receivables may be misstated. However, the account was adjusted through the audit
process.

Recommendation: The Department of Administration (DOA) should ensure that receivables are
adjusted for collections received thirty days after fiscal year end, in accordance with current Government
of Guam policy.

Auditee Response and Corrective Action Plan: Agree. DOA will perform corrective actions
prospectively. Calendar has been marked to adjust receivables based on October 2005 collections.
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Finding Number 2004-03 — Tax Drawbacks

Criteria: Reconciliation procedures should be performed between the Department of Revenue &
Taxation (DRT) and the Department of Administration (DOA) for tax drawbacks.

Condition: Due to the lack of reconciliation process, the tax drawbacks per DOA were overstated by
$6,076,796 at September 30, 2004.

Cause: There appears to be weak internal controls over ensuring adjustments to tax drawbacks are
recorded.

Effect: The account may be misstated. However, the account was adjusted through the audit process.

Recommendation: DOA should ensure that tax drawbacks are reconciled with the records of DRT.

Auditee Response and Corrective Action Plan: Agree. DOA will perform corrective actions
prospectively. Calendar has been marked to reconcile Tax Drawbacks with Department of Revenue and
Taxation.
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Finding Number 2004-04 — Accrued Expenses

Criteria: Accrued expenses should be stated for actual outstanding charges as of the year end.
Condition: Outstanding power charges of $2,660,104 were not recorded properly.

Cause: There appears to be weak internal controls over ensuring adjustments to accrued expenses are
being made.

Effect: The account may be misstated. However, the account was adjusted through the audit process.

Recommendation: DOA should ensure that accrued expenses are properly stated for outstanding power
charges as of the year end.

Auditee Response and Corrective Action Plan: Agree. DOA will perform corrective actions
prospectively. Calendar has been marked to reconcile and record power expenditures based on fiscal
year end billing.




