
 

 
SAIPAN OFFICE 
SUITE 203 MH II BUILDING 
MARINA HEIGHTS BUSINESS PARK 
P.O. BOX 504053, SAIPAN, MP 96950 
TEL NOS. (670) 235-8722  (670) 233-1837 
FAX NOS. (670) 235-6905  (670) 233-8214 

 
GUAM OFFICE 

HENGI PLAZA, SUITE 201  
278 SOUTH MARINE DRIVE 

TAMUNING, GUAM 96911 
TEL NOS. (671) 646-5044  (671) 472-2680 
FAX NOS. (671) 646-5045  (671) 472-2686   

 

C E R T I F I E D  P U B L I C  A C C O U N T A N T S  BCM 
BURGER ∙  COMER ∙  MAGLIARI  

 

May 28, 2018 
 
To The Board of Commissioners 
Guam Housing and Urban Renewal Authority  

 
We have performed an audited the financial statements of Guam Housing and Urban Renewal 
Authority (the Authority) as of and for the year ended September 30, 2017 in accordance with 
auditing standards generally accepted in the United States of America (“generally accepted auditing 
standards”) and have issued my report thereon dated May 28, 2018.   
 
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 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 
October 27, 2017.  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 Authority’s financial statements and the 
accompanying supplementary information, in relation to the financial statements as a whole, 
for the year ended September 30, 2017 (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, 
2017; 

 
 To express an opinion on whether the supplementary information that accompanies the 

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; 

 
 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, 2017 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 federal 

program and on internal control over compliance in accordance with the U.S. Office of 
Management and Budget (OMB) Title 2 U.S. Code of Federal Regulations Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards 
(Uniform Guidance). 



The Board of Commissioners 
Guam Housing and Urban Renewal Authority 

2 
 

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 have been prepared by management with the 
oversight of the Board of Commissioners are fairly presented, in all material respects, in conformity 
with generally accepted accounting principles.  The audit of financial statements does not relieve 
management or the Board of Commissioners 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 the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control. Accordingly, we express no such 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 the Uniform Guidance.  Our audit does not, however, 
provide a legal determination of the Authority’s compliance with those requirements. 
 
Qualitative Aspects of the Authority’s Significant Accounting Practices  
 
We discussed our judgements about the quality, not just the acceptability, of the Authority’s 
accounting principles as applied in its financial reporting, including consistency of the accounting 
principles and their application and the clarity and completeness of the financial statements and 
related note disclosures. 
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Significant Accounting Policies 
 
Management of the Authority has the responsibility for selection and use of appropriate accounting 
policies.  The significant accounting policies used by the Authority are described in Note 1 to the 
financial statements.   During the year ended September 30, 2017, the Authority implemented the 
following GASB Statements: 

 
 GASB issued Statement No. 73, Accounting and Financial Reporting for Pensions and Related 

Assets That Are Not Within the Scope of GASB Statement 68 and Amendments to Certain 
Provisions of GASB Statement 67 and 68, which aligns the reporting requirements for pensions 
and pension plans not covered by GASB Statements 67 and 68 with the reporting requirements in 
Statement 68.  The implementation of this Statement had a material impact on the financial 
statements resulting in the restatement of the Authority’s 2016 financial statements to reflect the 
reporting of pension liabilities, deferred inflows of resources and deferred outflows of resources 
for ad hoc COLAs and supplemental annuity payments and recognition of pension expense 
pursuant to the provisions of GASB Statement 73.  The 2016 financial statements were also 
restated due to changes in actuarial assumptions and other inputs used to determine the pension 
liabilities, deferred inflows of resources and deferred outflows of resources for qualified pension 
plan. 

 
 GASB Statement No. 74, Financial Reporting for Postemployment benefits Plans Other Than 

Pension Plans. This Statement replaces Statements No. 43, Financial Reporting for Postemployment 
Benefit Plans Other Than Pension Plans, as amended, and No. 57, OPEB Measurements by Agent 
Employers and Agent Multiple-Employer Plans. This Statement addresses financial reporting 
requirements for governments whose employees are provided with postemployment benefits other 
than pensions or OPEB. The implementation of this Statement did not have a material effect on the 
Authority’s financial statements. 

 
 GASB Statement No. 77, Tax Abatement Disclosures, which requires governments that enter into tax 

abatement agreements to disclose certain information about the agreements.   
 
 GASB Statement No.78, Pensions Provided Through Certain Multiple-Employer Defined Benefit 

Pension Plans.  The objective of this Statement is to address a practice issue regarding the scope and 
applicability of Statement No. 68, Accounting and Financial Reporting for Pensions.   

 
 GASB Statement No. 80, Blending Requirements for Certain Component Units – an amendment of 

GASB Statement No. 14, which improves financial reporting by clarifying the financial statement 
presentation requirements for certain component units.   

 
 GASB issued Statement No. 82, Pension Issues – An Amendment of GASB Statements No. 67, No. 68 

and No. 73.  This Statement addresses the presentation of payroll –related measures in required 
supplementary information, the selection of assumptions and the treatment of deviations from the 
guidance in an Actuarial Standard of Practice for financial reporting purposes, and the classification 
of payments made by employers to satisfy employee (plan member) contribution requirements.   

 
Except for GASB Statement No. 73, the implementation of the above Statements did not have a material 
effect on the Authority’s financial statements. 
 



The Board of Commissioners 
Guam Housing and Urban Renewal Authority 

4 
 

Significant Accounting Policies, continued 
 
In June 2015, GASB issued Statement No. 75, Accounting and Financial Reporting for Postemployment 
Benefits Other Than Pensions, which replaces the requirements of Statements No. 45, Accounting and 
Financial Reporting by Employers for Postemployment Benefits Other Than Pensions, as amended, and 
No. 57, OPEB Measurements by Agent Employers and Agent Multiple-Employer Plans, and provides 
guidance on reporting by governments that provide OPEB to their employees and for governments that 
finance OPEB for employees of other governments.  The provisions in Statement No. 785 are effective 
for fiscal years beginning after June 15, 2017.  Management has not yet determined the effect of 
implementation of this Statement will have on Authority’s financial statements. 
 
In June 2015, GASB issued Statement No. 75, Accounting and Financial Reporting for Postemployment 
Benefits Other Than Pensions, which replaces the requirements of Statements No. 45, Accounting and 
Financial Reporting by Employers for Postemployment Benefits Other Than Pensions, as amended, and 
No. 57, OPEB Measurements by Agent Employers and Agent Multiple-Employer Plans, and provides 
guidance on reporting by governments that provide OPEB to their employees and for governments that 
finance OPEB for employees of other governments.  The provisions in Statement No. 785 are effective 
for fiscal years beginning after June 15, 2017.  Management has not yet determined the effect of 
implementation of this Statement will have on Authority’s financial statements. 
 
In March 2016, GASB issued Statement No. 81, Irrevocable Split-interest Agreements.  This Statement is 
intended to provide recognition and measurement guidance for situations in which a government is a 
beneficiary of the agreement.  GASB Statement No. 81 is effective for fiscal years beginning after 
December 15, 2016.  Management has not yet determined the effect of implementation of this Statement 
will have on Authority’s financial statements. 
 
In November 2016, GASB issued Statement No. 83, Certain Asset Retirement Obligations. This 
Statement addresses accounting and financial reporting for certain asset retirement obligations. GASB 
Statement No. 83 will be effective for the fiscal year ending September 30, 2019. Management has not 
evaluated the impact that the implementation of this statement will have on the financial statements. 
 
In January 2017, GASB issued Statement No. 84, Fiduciary Activities. This Statement improves guidance 
regarding the identification of fiduciary activities for accounting and financial reporting purposes and 
how those activities should be reported. GASB Statement No. 84 will be effective for reporting periods 
after December 15, 2018. Management has not evaluated the impact that the implementation of this 
statement will have on the financial statements. 
 
In May 2017, GASB issued Statement No. 86, Certain Debt Extinguishment Issues, which improves 
consistency in accounting and financial reporting for in-substance defeasance of debt. The provisions of 
this Statement are effective for fiscal years beginning after June 15, 2017.  Management does not believe 
that the implementation of this statement will have a material effect on the financial statements. 

 
In June 2017, GASB issued Statement No. 87, Leases, which establishes a single model for lease 
accounting based on the foundational principle that leases are financing of the right to use an underlying 
asset.  The provisions of this Statement are effective for fiscal years beginning after December 15, 2019.  
Management does not believe that the implementation of this statement will have a material effect on the 
financial statements. 
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Accounting Estimates 
 
Accounting estimates are an integral part of the financial statements prepared by management and 
are based on management’s knowledge and experience about past and current events and 
assumptions about future events. Certain accounting estimates are particularly sensitive because of 
their significance to the financial statements and because of the possibility that future events 
affecting them may differ significantly from those expected. The most sensitive estimate(s) affecting 
the financial statements include management’s estimate of the allowance for doubtful accounts is 
based on direct identification of management of items that are long outstanding; and management’s 
estimate of depreciation expense which is based on estimated useful life of the respective capital 
assets. We evaluated the key factors and assumptions used to develop the allowance for doubtful 
accounts in determining that it is reasonable in relation to the financial statements taken as a whole.  
During the year ended September 30, 2017, we not aware of any estimated of any significant changes 
in accounting estimates or in management’s judgments relating to such estimates. 
 
Difficulties Encountered in Performing the Audit 
 
We encountered no significant difficulties in dealing with management in performing  our audit.   
 
Uncorrected and Corrected Misstatements 
  
Certain uncorrected misstatements accumulated by us (i.e., either identified by us or brought to our 
attention by management) were identified during the audit and pertaining to the latest period 
presented, which were determined by the Authority’s management to be immaterial, both individual 
and in the aggregate, to the financial statements as a whole.  Management has corrected all such 
misstatements (See Appendix B – Corrected Adjusting Journal Entries). 
 
Disagreements with Management 
 
For purposes of this letter, professional standards define a disagreement with management as a 
financial accounting, reporting, or auditing matter, whether or not resolved to my satisfaction, that 
could be significant to the financial statements or the auditor’s report. We are pleased to report that 
no such disagreements arose during the course of my audit. 
 
Management’s Consultations with Other Independent Accountants 
 
In some cases, management may decide to consult with other accountants about auditing and 
accounting matters, similar to obtaining a “second opinion” on matters.  If a consultation involves 
application of an accounting principle to the Authority’s financial statements or a determination of 
the type of auditor’s opinion that be expressed on those financial statements, our professional 
standards require the consulting accountant to check with me to determine the consultation has the 
relevant facts.  Management informed us that, and to our knowledge, there were no consultations 
with other accountants regarding auditing and accounting matters. 
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Management Representations  

We have requested certain representations from management that are included in the attached 
Appendix A – management representation letter dated May 28, 2018. 
 
Major Issues Discussed with Management Prior to Retention 
 
We generally discuss a variety of matters, including the application of accounting principles and 
auditing standards, with management each year prior to retention as the Authority’s auditors. 
However, these discussions occurred in the normal course of our professional relationship and our 
responses were not a condition to our retention. 

Other Matters, ,  

With respect to the supplementary information accompanying the financial statements, we made 
certain inquiries of management and evaluated the form, content, and methods of preparing the 
information to determine that the information complies with U.S. generally accepted accounting 
principles, the method of preparing it has not changed from the prior period, and the information is 
appropriate and complete in relation to our audit of the financial statements. We compared and 
reconciled the supplementary information to the underlying accounting records used to prepare the 
financial statements or to the financial statements themselves. 
 
Fraud and Illegal Acts 
 
During February 2018, six former Board of Commissions and the Executive Director of the 
Authority were accused of conspiracy, official misconduct and violating the Government of Guam’s 
Open Government Law.  All of such charges misdemeanors.  The Executive Director pleaded guilty 
of the misdemeanor charge of violating the Open Government Law.  The case against the six Board 
of Commissioners is on-going and at various stages. 
 
Fraud and Illegal Acts, continued 
 
The Authority’s was served 18 subpoenas from the federal government from July 2015 to May 2016.  
The nature of the subpoenas related to potential conflict of interest with its former legal counsel.  
Additionally, federal and local investigators served the Authority with a search warrant.  There was 
fraud committed by a former employee who resigned and was prosecuted for bribery by Federal 
Officials.  Except for the foregoing matters, we are not aware of any fraud or illegal acts from 
October 1, 2017 through May 28, 2018. 
 
Control Related Matters 
 
We have issued a separate report to you, dated May 28, 2018, 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. We have also issued a separate report of you, also dated May 28, 
2018, involving the Authority’s compliance with requirements applicable to each major program and 
on internal control over compliance in accordance with the Uniform Guidance.  
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We have communicated to management, in a separate letter also dated May 28, 2018, certain 
deficiencies and other matters related to the Authority’s internal control over financial reporting that 
we identified during the 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. 
 
Independence 
 
We are not aware of any relationships between Burger Comer Magliari and the Authority, or any 
other mattes that in our professional judgement, may reasonably be thought to bear on our 
independence.  We confirm that we are independent with respect to the Authority within the meaning 
of the applicable published rules and pronouncements, interpretations and rulings. 
 
This information is intended solely for the use of Board of Commissioners, the management of Guam 
Housing and Urban Renewal Authority and the Office of Public Accountability – Guam and is not 
intended to be, and should not be, used by anyone other than these specified parties. 
 
Very truly yours, 
 

 
Tamuning, Guam 



Eddie Baza Calvo 
Governor of Guam 

Ray Tenorio 
Lt. Governor of Guam 

George A. Santos 
Chainnan 

Thomas E. B. Borja 
Vice Chainnan 

Carl V. Dominguez 
Commissioner 

George F. Pereda 
Commissioner 

Eliza U. Paulino 
Commissioner 

Joseph M. Leon Guerrero 
R esident Commissioner 

Michael J. Duenas 
Executive Director 

Pedro A. Leon Guerrero, Jr. 
Deputy Director 
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May 28, 2018 

Burger Comer Magliari LLC 
Hengi Plaza, Suite 20 I 
278 South Marine Drive 
Tamuning, Guam 96911 

� 
EQUAL HOUSING 
OPPORTUNITY 

This representation letter is provided in connection with your audit of the financial 
statements of Guam Housing and Urban Renewal Authority, which comprise the 
statement(s) of financial position as of September 30, 2017, and the related statements 
of activities and cash flows for the year then ended, and the related notes to the 
financial statements, for the purpose of expressing an opinion as to whether the 
financial statements are presented fairly, in all material respects, in accordance with 
accounting principles generally accepted in the United States (U.S. GAAP). 

Certain representations in this letter are described as being limited to matters that are 
material. Items are considered material, regardless of size, if they involve an omission 
or misstatement of accounting information that, in light of surrounding circumstances, 
makes it probable that the judgment of a reasonable person relying on the information 
would be changed or influenced by the omission or misstatement. An omission or 
misstatement that is monetarily small in amount could be considered material as a result 
of qualitative factors. 

We confirm, to the best of our knowledge and belief, as of May 28, 2018, the following 
representations made to you during your audit. 

Financial Statements 

I) We have fulfilled our responsibilities, as set out in the terms of the audit
engagement letter dated October 27, 2017, including our responsibility for the
preparation and fair presentation of the financial statements in accordance with U.S.
GAAP.

2) The financial statements referred to above are fairly presented in conformity with
U.S. GAAP.

3) We acknowledge our responsibility for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud
or error.

4) We acknowledge our responsibility for the design, implementation, and
maintenance of internal control to prevent and detect fraud.

5) Significant assumptions we used in making accounting estimates, including those
measured at fair value, are reasonable.

GHURA does not discriminate against persons with disabilities. 
The Chief Planner has been designated as Section 504 Coordinator. 

The Coordinator can be contacted at the above address and telephone numbers. 

APPENDIX -B













GUAM HOUSING AND URBAN RENWAL AUTHORITY

Corrected Adjusting Journal Entries 
September 30, 2017

APPENDIX - B

Net Assets Income
Assets Liabilities Beg. of Year Statement

Account Name Dr. (Cr.) Dr. (Cr.) Dr. (Cr.) Dr. (Cr.)
    

AJE - 1
Net Position - Beginning of Year  2,061,536.00$        
Deferred Outflows of Resources for pension 411,710.00$          
     Deferred Inflows of Resources for pension  (7,865.00)$              
     Net Pension Liability (2,465,381.00)$       
 
To adjust net pension liability, deferred inflows of 
resources, deferred outflows of resources and net pension 
liability for fiscal year 2016 restatement.

AJE - 2
Pension Expense  69,123.00$                
Net Pension Liability  338,460.00$           
     Deferred Outflows of Resources for pension (314,792.00)$         
     Deferred Inflows of Resources for pension (92,791.00)$            

To adjust net pension liability, deferred inflows of 
resources, deferred outflows of resources and net pension 
liability for fiscal year 2017.

AJE - 3
Mortgage Loans Receivable - current portion 158,609.76$          
Mortgage Loans Receivable - noncurrent portion 2,823,163.41$       
     Deferred Revenues - Mortgage loans (2,981,773.17)$       

To adjust the current portion of mortgage receivables 
under the Renewal Affordable Homes Program as of 
September 30, 2017.  

3,078,691.17$       (5,209,350.17)$       2,061,536$            69,123.00$                

  
  




