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December 28, 2009

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, 2009, in accordance with auditing standards
generally accepted in the United States of America and have issued our report thereon dated December
28, 20009.

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 auditing standards generally accepted in the United States of America, 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 July 6,
2009. 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 to
disclaim an opinion on the required supplementary information for the year ended September 30,
2009 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;

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, 2009 based on an audit of financial statements performed in
accordance with the standards applicable to financial audits contained in 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").

Member of
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Our responsibilities under generally accepted auditing standards include forming and expressing an
opinion about whether the financial statements that have been prepared by management with the
oversight of 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.

We considered the Authority’s internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Authority’s internal control over financial reporting. Accordingly, 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 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. Significant accounting
estimates reflected in the Authority’s 2008 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, 2009, we are not aware of any significant
changes in accounting estimates or in management’s judgments relating to such estimates.

AUDIT ADJUSTMENTS AND UNCORRECTED MISSTATEMENTS

As the result of our audit work, we identified matters that resulted in audit adjustments that we believe,
either individually or in the aggregate, would have a significant effect on the Authority’s financial
reporting process. Such proposed adjustments, listed in Appendix I, have been recorded in the
accounting records and are reflected in the 2009 financial statements. Those proposed adjustments that
were not recorded by management are also included in the schedule described in the next paragraph.

In addition, we have attached to this letter, as Appendix Il, 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 2009 financial
statements. During the year ended September 30, 2009, there were no significant changes in previously
adopted accounting policies or their application, except for the following pronouncements adopted by
the Authority:

o GASB Statement No. 52, Land and Other Real Estate Held as Investments by Endowments, which
improves the quality of financial reporting by requiring endowments to report their land and other
real estate investments at fair value, creating consistency in reporting among similar entities that
exist to invest resources for the purpose of generating income.

o GASB Statement No. 55, The Hierarchy of Generally Accepted Accounting Principles for State
and Local Governments, which improves financial reporting by contributing to the GASB’s efforts
to codify all GAAP for state and local governments so that they derive from a single source.



o GASB Statement No. 56, Codification of Accounting and Financial Reporting Guidance
Contained in the AICPA Statements on Auditing Standards, which incorporates accounting and
financial reporting guidance previously only contained in the American Institute of Certified
Public Accountants (AICPA) auditing literature into the GASB’s accounting and financial
reporting literature for state and local governments, and addresses three issues from the AICPA’s
literature - related party transactions, going concern considerations, and subsequent events.

The implementation of these pronouncements did not have a material effect on the financial statements
of the Authority.

Management does not believe that the implementation of these statements will have a material effect on
the financial statements of the Authority.

For the year ended September 30, 2010, the following pronouncements will be adopted by the Authority:

o In June 2007, GASB issued Statement No. 51, Accounting and Financial Reporting for Intangible
Assets, which addresses whether and when intangible assets should be considered capital assets for
financial reporting purposes. The provisions of this statement are effective for periods beginning
after June 15, 2009.

o In June 2008, GASB issued Statement No. 53, Accounting and Financial Reporting for Derivative
Instruments, which is intended to improve how state and local governments report information
about derivative instruments - financial arrangements used by governments to manage specific
risks or make investments - in their financial statements. The provisions of this statement are
effective for periods beginning after June 15, 2009.

Management does not believe that the implementation of these statements will have a material effect 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 2009 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 2009 financial statements.

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 2009.



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 Appendix Ill, a copy of the representation letter
we obtained from management.

MAJOR ISSUES DISCUSSED WITH MANAGEMENT PRIOR TO OUR INITIAL
ENGAGEMENT OR 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.

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 December 28, 2009, 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 report, we noted certain matters that were considered to be
significant deficiencies and material weaknesses under standards established by the American Institute
of Certified Public Accountants. We have also issued a separate report to you, also dated December 28,
2009, on the Authority’s compliance with requirements applicable to each major program and on internal
control over compliance in accordance with OMB Circular A-133. Within that report instances of
noncompliance with requirements applicable to major federal award programs were disclosed and
matters that were considered significant deficiencies and material weaknesses in internal control over
compliance with requirements applicable to major federal award programs were identified.

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.

We wish to thank the staff and management of the Authority for their cooperation and assistance during
the course of this engagement.

Very truly yours,

m&(j« LLP
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APPENDIX II

Guam Memorial Hospital Authority Appendix A
Summary of Uncorrected Misstatements »
September 30, 2009

STATEMENT OF CONDITION
Fund Balance
Net Assets Income
Known Misstatements Assets  Liabilities Beg of Year _ Statement
Dr (Cr) Dr (Cr) Dr (Cr) Dr (Cr)
1. To adjust inventory in pharmacy 55,550 (55,550)
2. To adjust federal grants receivables and revenues 63,597 (63,597)
3. To adjust unreconciled other liabilities 108,305 (108,305)
4. To adjust patient receivables and revenues 222,997 (222,997)

Total Known Misstatements 342,144 108,305 - (450,449)
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Guam Memorial Hospital Authority
Aturidat Espetat Mimuriat Gudhan

B50 GOV, CARLOS CAMACHD ROAD
OKA, TAMUNING, GUAN 86913
TEL: {(671) 647-2444 ¢r 647-2330

FAX: (B71) 848-0145

Dceember 28, 2000

Deloittc & 'Touche LLP
361 South Marine Corps Drive
Tamuning, Guam 96913

(ientlemen:

We are providing this letter in connection with vour audits of the stalements ol net assets of the
Guam Memoriai Hospital Authority (the Authority). a component unit of the Government of
Guam (GovGuam), as of September 30, 2009 and 2008 and the related staterments of revenues,
expenses and changes in net assets and of cash flows for the vears thien ended, which collectively
comprise the Authority’s basic financial ststements for the purpose of expressing an opinion as to
whether the basic financial statements present fatrly. in all material respects, the financial
position, results of operations and cash flows of the Authotity 1n conformity with accounting
principles generally accepted in the Linited States of America (GAAP)Y. We confirm that we arc
responstible lor the following:

a. The fair presentation in the basic financial statements of financial position. results of
operalions and change in net assets, and cash Hows in conformity with GAAD.

b. The fair presentation of the required supplementary information, including Management’s
Discussion and Analysis, and supplemental schedules accompanying the basic (nancial
statements,

c. The fair presentation of the additional information accompanying the basic financial
staternents that is presented for the purpose of additional analysis of the basic financial
slaterments.

d. The design and implementation of programs and controls to prevent and detect fraud,
meluding fraud refated 1o federal awards

Fistablishing and maintaining effective internal control over financial reporting.

L2

{0 The review and approval of the linancial statermcnes and related notes and acknowledge your
role in the preparation of this information. Specifically, we acknowledge that vour 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 von
and acknowledge that the financial statements are prepared in accordance with GAADP. Our
review was based on the use of the financial statement disclosure checklist for stand-alone
husiness-type activities obtained from the Government Fmance Officers Association,
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Certain representations in this fetter are described as being limited to matters that are material,
[tems are considered material, regardless of sive, if they involve an omission or misstatement of
accounting information that, in light of surrounding eircumstances, makes it probable that the
judgment 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 vou
during vour audits.

1. The basic linancial statements referred to above are fairly presented in conformity with
GAAP. Inaddition:

a. The financial statements properly classify all funds and activities, including special
and extraordinary items. Specifically, GovGuam’s Department of Administration has
redesignated the GovGuam Defined Benefit {DB) Plan as a cost-sharing multple-
emplover plan with an effective date of October 1, 2008. Becausc of this
redesignation from a single-employer plan to a cost-sharing multiple-employer plan,
the net pension obligation, totaling $19,088,198, will not be paid. As a result, this
amount has been written off as of October 1, 2008 as a special item,

b. Net asset components (invested in capital assets, and unrestricied) are properly
classilied and, il applicable, approved.

¢. Expenses have been appropriately classified in or allocaled 1o functions i the
statement of revenues, expenses and changes in net assets, and allocations have been
made on a reasonable basis.

d. Revenues are appropriately classifted in the statement of revenues, expenses and
changes in net asscts within operating revenues, or capital contrihutions.

e. Deposits are properly classified in category of custodial credit risk.
. Capital assets are properly capitalized, reported, and depreciated.

g. Required supplementary information is measured and presented within prescribed
guldelines,

h. Costs to federal awards have been charged in accordance with applicable cost
principles.

(%]

The Authority has made available to vou all:
4. Summarics of actions of the board of trustees of the Authority.

b. Financial records and related data for all (mancial transactions of the Authority and
for all funds adntinistered by the Authority. The records, books, and uceounts, as
provided (o vou, record the financial and fiscal operations of all funds administered by
the Authority and provide the suwdit trail to be used in a review of accountability.
{nformation presented in financial reports und cluims  for advances  and
reimbursements are supported by the books and records from which the fnancial
statements have been preparcd.
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¢. Contracts and grani agreements (including amendments, if any) and any other
correspondence that has taken place with federa! agencies.

d. Third-party payor reports and information,
3 There has been no:

a. Action taken by Authority management that contravenes the provisions of federal
laws and Guam laws and regoelations or of contracts and prants applicable to the
Authority.

b. Communication from other regulatory agencies concerning noncompliance with laws
and regulations (including those related to the Medicare and Medicaid antifraud and
abuse statutes) or deficiencies in financial reporting practices or other matters that
could have a material effect on the financial statements.

4. We believe the effects of anv uncorrected financial staternent misstatements aggregated
by vou during the current audit ecngagement and pertaining to the latest period presented
are immaterial, both individually and in the aggregate, 10 the financial stalements taken as
a whole. A summary of such uncorrected misstatements has been attached as Appendix
A.

5. We have no knowledge of any {raud or suspected fraud alleciing the Authornty mvolving
(1) management, (b} emplovees who have significant roles in internal conurol over
financiai reporting, or (¢} others if the fraud could have a material effect on the financial
statemenls.

6. The Authority has not performed a formal risk assessment, including the assessment of
the risk that the financial statements may be materially misstated as a result of fraud.
Ilowever, management has made available © you its understanding about the risks of
fraud in the Authority and do not believe that the financial statements are materially
misstated as a result of fraud.

<

We have no knowledge of any allegations of {raud or suspected lraud aflecting the
Authority received in communications from employees, former employees, regulators, or
others,

4. There are no unasserted claims or assessments that legal counsel has advised us are
probable of assertion and must be disclosed in accordance with Financial Accounting
Standards Board (“FASB™ Statement No. 5, Accounting  for  Contingencies,
Management is of the opinion, based on discussions with applicable legal counsci, that
adequate provision has been made in the financial statements for unasserted claims or
assessments and we do not believe that resolution of these matters will have a material
impact on the financial statements,

9. 'T'he Schedule of Fxpenditures of Federal Awards was prepared in accordance with the
requirenents of OMB Circular A-133, dudits of States, Local Governments, and Non-
Profit Organizations. We have identilicd in that schedule all awards provided by federal
agencies in the form of grants, contracts, loans, loan guaranlees, properly, cooperative
agreements, interest subsidies, insurance, or direct appropriations.
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10. We arc responsible for the compliance with Guam and federal laws, rules and regulations,
including compliance with the requirements of OMB Circular A-133, and provisions of
grants and contracts relating to the Authority’s operations. We arc responsibic for
establi ishing and maintaining “the components of internal control relating to our activities
in order 1o achicve the objectives of providing reliable financial reports, effective and
efficient operations, and Lomphmt.t. with laws and repuelations.  The Authonty s
responsible for maintaining accounting and adminisirative confrol over revenues,
abligations, expenditures, assets. and liabilities.

11, We are responsible [or establishing and maintaining, and have established and
maintained, effective internal control over compliance for federal programs that provides
reasonable assurance that we are managing federal awards in compliance with laws,
regulations, and provisions of contracts or grant agreements that could have a material
effect on its federal programs.

12. We have:

a. Complied, in all material respects, with the reguirements identified above in
connection with federal awards, except as disclosed in the Schedule of Findings and
Questioned Costs.

b. Made available all information related to lederal financial reports and claims for
advances and reimbursements. Federal financial reports and claims for advances and
reimbursements are supported by the books and records from which the financial
statemenls have been prepared and are prepared on a basis consistent with that
presented in the Schedule of Expenditures of Federal Awards. The copics of federal
program financial reports provided are true copies of the reports submitted, or
electronically fransmitied, to the federal agency or pass-through entity, as applicable.

¢. Monitored subrecipienls to determine that they have expended pass-through
assistance in accordance with applicable faws and regulutions and have met the
requircments of Circular A-133.

d. Taken approprlatt correciive action on a timcely basis after reccipt of a subrecipient’s
auditor’s report that identifies noncomphliance with laws, regulations, or the
provisions of contracts or grant agreements.

e. Considered the results of the subrecipient’s audits and made any necessary
adjustments to the auditee’s own books and records.

3. Management has identificd and disclosed to you all laws and regulations that have a
direct and material effect on the determinalion of financial statement amounts.

4. We believe that internal control over the receipt and recording of contributions is
adequate.

15, We have included in the financial statements all asseis and Habilites under the
Awthority’s control.
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16, GovGuam, through its substantive commiiment to provide other post-employment
benefits (OPER), maintains a cost-sharing multiple- employer defined benefit plan to
provide cerlain posiretirement healtheare benefits to retirees who are members of the
GovGuam Retirement Fund. Under the Plan, known as the GovGuam Group Health
Insurance Program, GovGuam provides medical, dental, and life insurance coverage. The
retirce medical and dental plans are fully-insured products provided through tnsurance

companics. GovGuam shares in the cost of these plans, with GovGuam’s contribution

amount sef each vear at renewal. Current statutes prohibit active and retired cmployces
from contributing different amounts for the same coverage. As such, GovGuam
contributes substantially more to the cost of retiree healthcare than to active healthcare.
For the life insurance plan, GovGuam provides refirees with $10.000 of life insurance
coverage through an insurance company. Retirees do nol share in the cost of this
coverage. The Authority has recognized on-behalf payvments, otaling $1,584.754 and
$1,458,768, respectively, durmv the years ended September 30, 2004 and 2008 representing
certain heaithcare benefits that GovGuam's general fund paid directly on behalf of Hospital
retirees.

Except where otherwise stated below, matters less than $220,000 collectively are not considered
to be exceptions that require disclosure for the purposc of the following representations,  This
amount 1s not necessarily indicative of amounts that would require adiustment to or disclosure
in the financial statements.

17. Except as listed in Appendix A, there are no transactions that have not been properly
recorded in the accounting records underlving the financial statements.

18, The Authority has no plans or intentions that may affect the camying value or
classification of assets and liabililies.

19. The fellowing, o the extent applicable, have bheen appropriately identified, properly
recorded, and disclosed in the financial statements;

a. Cuarantees. whether written or oral, under which the Authority is contingently liable.

b, Related parly transaclions and associated amounts receivable or payable, including
sales, purchases, loans, transfers. leasing arrangements, and guarantees {written or

oral}.

20. The preparation of financial statements in conformily with accounting principles
generally accepted in the United States of America requires management o make
estimates, All cstimates have been disclosed in the financial statements for which known
information available prior to the issuance of the {inancial slalements indicaics that both
of the following criteria are met:

4. It is at lcast rcasonahly possible that the estimate of the effect on the fimancial
statements of a condition, situaton, or set of circumstances that existed at the date of
the financial statemenis will change in the near term duc to one or more [uture
confirming events,

b. The effect of the change would be material 1o the financial statements,
Receivablos recorded in the flnapcial statements represent valid claims against debtors for

services provided, sales or other charges arising on or belore the balance-sheet date and have
heen appropriately reduced to their net realizable value.
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21, The Auwthority is responsible for determining and maintaining the adequacy of the
allowance [or accounis receivable, as well as estimates used 0 determine such amounts,
Management believes the allowances are adequate to absorb currently ¢stimaied bad
debts in the account halances.

22. The recorded valuation atlowances for accounts receivable and settlements with third
parties are necessary, approptiate, and properly supported. Provision has been made for
estimated retroaclive adjustments by third-party payors under reimbursement agrecments,

23. Provision has been made to reduce excess or obsolete inventories to their estimated net
realizable value, All inventories are the property of the Authority and do not include any
Hems consigned to if, or any 1tems {or which the liability has not been recorded.

24. We represent to vou that, subsequent to September 30, 2009, there were no changes in
internal control or other factors that might significantly affect internal control, including
any correclive action taken by management with regard (o sigmilicant deficiencics
(including material weaknesses).

25, We have no intention of terminating our pension plans or taking any other action that
could result in an effective termination or reportable event for either of the plans. We are
not aware of any occurrences that could result in the termination of our pension plans to
which we contribute. We believe that the actuarial assumptions and methods used to
measure poenston liabilities and costs tor Dmancial accounting purpases are appropriale i
the circumstances,

26, Fhere are no;

a. Violations or possible violations of laws or regulations, such as those related to the
Medicare and Medicaid antifraud and abuse statutes, including but not limited {o the
Anti-Kickback Act, Limitations on Certain Physician Referrals (commonly referred to
as the “Stark law™), and the False Claims Acl, in any jurisdiction, whose cftcets
should be considered for disclosure in the financial statements or as a basis for
recording a loss contingency.

b. Other liabilities or gain or loss conlingencies that are required o be accrued or
disclosed by FASB Statement No. 8, Accounting for Confingencies.

Z7. The Authority has satisfactory title to all owned assets, and there are no liens or
encumbrances on such assets nor has any asset been pledged as collateral.

28. Accruals for losses from malpractice, workers compensation, and other types of sclf-
msured risk. including accruals for claims incurred buf not reported have been properly
recorded and disclosed in the financial statements.

29. The Authotity has complied with all aspects of contractual agreements that would have an
ellect on the financial statements in the event of noncompliance,

30. No events have occurred subsequent to September 30, 2009, that requires consideration
as adjustments to or disciosures m the schedule of federal awards and related notes.
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31. During fiscal vear 2009, the Authority implemented GASEB Statcment No. 49, Accounting
and Financial Reporting for Pollution Remediarion Obligations. GASB Stalement No, 49
provides guidance and consistency under which a governmental entity would be requred
to report a Hability reluled to pollition re cmediation, Management does not helieve that
the zmplementanon of this Statement had a material effcet on the financial statements of
the Authority.

32. During fiscal yvear 2009, the Authority implemented GASD Statement No. 32, Land and
(Other Real Estate Held as [nvestments by Fwndowments.  GASB Statement No. 52
improves the quality of financial reporting by requiring cndowments to report their land
and other real estate invesiments at fair value, creating consistency in reporling among
similar entities that exist fo invest resources for the purpose of gencrating income.
Management does not believe that the mplementation of this statement had a material
effect on the financial statements ol the Authonty.

et
el

- June 2007, GASB issued Statement No. 51, dccounting and Financial Reporting for
Intangible Assets. GASB Statement No. 51 addresses whether and when infangible assets
should be considered capital assets for financial reporting purposm The provisions of
this Statement are effective for periods beginning after June 15, 2009, Management does
not belicve that the implementation of this Statement will have a material effect on the
financial statements of the Authority.

34, In Jupe 2008, GASR issued Statement No. 33, Accounting and Financial Reporting for
Derivative Instrumernts. (GASB Statement Na. 53 15 intended to improve how state and
local governments report information about derivative  imstruments -~ financial
arrangements used by governments to manage specific risks or make investments ~ In
their financial statements.  The provisions of this statement are effective for periods
beginning alier June 15, 2009, Management docs not believe that the implementation of
this statement will have a material effect on the [inancial statements of the Authority.

35 Tn December 2008, GASR issued Technical Bulletin No. 2008-1, Derermining the Annual
Reguired Contribution Adiustment for Posrempiovment Bewnefits, which clarifies the
requirements of GASB Statement No. 27, Accownting for Pensions by Srate and Local
Governmental F. mp!merv and Statement No. 43, Accounting and Finuncial Reporting by
Emplayers for Postemplovment Benefits Other Than Pensions, for calculating the annual
required conlribution (ARC) adjustment.  The provisions of this statement are effective
for periods beginning afler December 15, 2008, Management doces not believe that the
implementation of this statement will have a material effect on the {inancial statements of
the Authority.

36. In March 2009, GASB issued Statement No. 54, Fumd Balance Reporting and
Governmental Fund Type Defimitions, which enhances the uscfulness of fund balance
information by providing clearer fund balance classifications that can be more
consistently applied and by clarifying the existing governmental fund tvpe definitions.
The provisions of this statement are cffective for periods beginning after Jupe 15, 2010
Management does not believe that the implementation of this statement will have a
mmaterial effect ou the financial statements of the Authority.

We believe that the continuation of the Authoriny’s operations is dependent upon the tuture
payvmenl of medica services enderwritten by GovGuam. continued compensation by GovGuam
for the cosl of services pmwdn,d under the Medically Indigent Program, the collection of long
outstanding pstiont receivables, and’or continued improvements i operations.
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7. 'The Authority has obligated, expended, reecived, and used public funds of the Government
of Guam and the U.S. Federal Government in accordance wilth the purpose for which such
funds have been appropriated or otherwise authorized by Guam or federal law. Such
obligation, expenditure, receipt, or use of public funds was in accordance with any
Hmitations, conditions, or mandatory dircctions imposed by Guam or federal law, except for
matters disclosed in the Schedule of Findings and Questioned Costs,

[WH)

. Money or similar assets handled by the Authority on behalf of the Government of Guam or
the U.S. Federal Government have been properly and legally administered, and the
accounting and record keeping related thereto is proper, accurale, and in accordance with
law.

(%]
o0

39. The Authority has identilied the requircments of laws, regulations, and the provisions of
contracts and grant agreements that are considered 1o have a direct and malerial elfect on
each federal program as identified in Part 3 of the Compliance Supplement dated March
2009,

40. The Authority has identified previous financial audits, attestation engagements, performance
audits, or other studies related to the objectives of the audit and the corrective actions taken
1o address significant [indings and recommendations, including the status of follow-up on
prior audit findings (and information about all management decisions) by federal awarding
agencies and pass-through entities.

41, The Authority has identified and disclosed interprelations ol any compliance requirements
that have varying interpretations.

. The Aulhority certifics that it has not uscd federal funds for lobbying for specific federal
awards and that it has disclosed, or will disclose, any expenditures of nonfederal funds made
for lobbying purposes.

43. The Authorily has identified and disclosed all amounts questioned and any known
noncompiiance with the requirements of federal awards including the results of other audits
Or Program reviews.

44. The Authority is responsible for complying, and has complied, with OMB Circular A-133,
except as disclosed in the Schedule of Findings and Questioned Costs.

45, The Authority is responsible (or and has accurafely prepared the Summary Schedule of Prior
Audit findings. The schedule contains all findings required to be included by OMB Circular
A-133.

46. No evidence of fraud, possible irregularities, or dishonesty in {iscal operations of programs

administered by the Authority has been discovered.

Very truly yours,
-3

AT A e e, o o Mo ol
Nl o Lotrrmeod srorstf ity
Peteriohgd). Camacho, Hospital Administrator/CLEO Diate
O e N g
el BN 'E‘g”” Sy Mooy berm 21, 2074
Jane B. Flopes, Chief Financial Officer Date

%.-.
Admin Repogicory #100641
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