
 

 
 
 
 
 
 
February 1, 2010 
 
 
 
The Board of Directors 
Guam Economic Development Authority: 
 
 
Dear Members of the Board of Directors: 
 
We have performed an audit of the financial statements of the Guam Economic Development 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 February 1, 
2010. 
 
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 December 
16, 2009.  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 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; and 
 

• 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. 
 

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 Directors 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 Directors of their responsibilities. 
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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 2009 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, 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 II, have been recorded in the 
accounting records and are reflected in the 2009 financial statements. 
 
In addition, we have attached to this letter, as Appendix III, 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 1 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: 
 
• 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. 
 

• 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. 
 

• 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: 
 
• 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. 

 
• 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 Directors. 
 
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 IV, 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. 
 
OTHER MATTERS 
 
Subsequent to the issuance of the Authority’s 2008 financial statements, the Government of Guam’s 
Department of Administration issued a determination concerning the redesignation of the Defined 
Benefit (DB) Plan as a cost-sharing multiple-employer plan.  Prior to this determination, the DB Plan 
was designated as a single-employer plan, requiring the Authority to measure and disclose an amount for 
annual pension cost.  Annual pension cost amounted to the Authority's annual required contributions 
(ARC) to the plan with the difference between the ARC and actual required contributions recognized as 
a net pension obligation. 
 
The redesignation of the DB Plan as a cost-sharing multiple-employer plan resulted in the reversal of the 
previously reported unfunded pension liability, totaling $461,665, and related pension costs of $54,259 
as well as related disclosure in the 2008 financial statements. 
 
CONTROL-RELATED MATTERS 
 
We have issued a separate report to you, dated February 1, 2010, 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.  Additionally, we have identified, and included in Appendix I another 
matter as of September 30, 2009 that we wish to bring to your attention. 
 
Although we have included management’s written response to our comment in the attached Appendix, 
such response has not been subjected to the auditing procedures applied in our audit 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 action described therein. 
 
This report is intended solely for the information and use of the Board of Directors, management, the 
Office of the Public Accountability - 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, 
 
 
 



 

APPENDIX I 
 
 
Our observations concerning other matters related to operations that we wish to bring to your attention 
are as follows: 
 
1. Travel Policy 

 
Comment:  During the year ended September 30, 2009, the Authority purchased the majority of its 
airfares based on economy class, unrestricted fares.  The Authority’s Travel Policy states that the 
prime consideration for selection of travel related services should be “lowest cost to the Authority 
and reliability of the vendor.”  However, section VI-3 of the Policy also states that “all travelers shall 
resort to the economy rate unless prior approval has been issued by the approving authority.”  The 
“economy rate” is not clearly defined as there are varying levels of economy fares that sometimes 
present significant cost variations. 
 
Recommendation: The Authority should consider amending the existing policy. 

 
GEDA Response:  Management believes that the Authority has always resorted to the lowest cost, 
however, due to such circumstances as space is unavailable or traveler being on standby on a 
segment under the restricted economy fare, our only option was to purchase an unrestricted economy 
fare.  Management will seek Board amendment to include consideration of such circumstances in the 
selection of travel related services to its travel policy. 
 



APPENDIX II

Number Type Description Assets Liabilities Fund Equity Net Income

1 CAJE To adjust depr. and accumulated depr. -                    -                       -                    -                       
2 CAJE To unwind unfunded retirement liability account -                     461,665.00 ( 461,665.00) -                       
3 AJE To expense general training cost ( 17,230.50) -                       -                     17,230.50
4 AJE To properly post GPA MOU receipts ( 170,000.00) -                       -                     170,000.00
5 AJE To adjust balance to OEA grant to receivable other -                    -                       -                    -                       
6 AJE To clear out beginning balance of investment inc  5,811.74 -                       -                    ( 5,811.74)
7 AJE To adjust reimbursable expense (closed projects)  19,724.00 -                       -                    ( 19,724.00)
8 AJE To write off -m- payable from BRAC  22.00 -                       -                    ( 22.00)
1 RJE To present SurgiCenter abatement as QC revenue -                    -                       -                    -                       
2 RJE To reclassify travel recorded in promotional exp -                    -                       -                    -                       

( 161,672.76)  461,665.00 ( 461,665.00)  161,672.76

1 AJE To record FY09 activities ( 141,597.11)  1,320,000.00 -                    ( 1,178,402.89)
2 AJE To amortize 2001 bond defease cost -                    ( 310,842.00) -                     310,842.00
3 AJE To amortize 2007 bond dis. -                    ( 119,611.00) -                     119,611.00
4 AJE To amortize 2007 issue cost ( 55,059.00) -                       -                     55,059.00
5 AJE To amortize CAB discount -                    ( 264,969.00) -                     264,969.00
6 AJE To adjust accrued interest -                     23,000.00 -                    ( 23,000.00)
7 AJE To accrue Aug/Sep 09 attorney fees -                    ( 17,783.00) -                     17,783.00
8 AJE To accrue travel expenses -                    ( 7,037.51) -                     7,037.51
9 AJE To accrue additional Sept 09 travel expenses -                    ( 9,097.00) -                     9,097.00
1 RJE To reclassify current portion of A term bond -                    -                       -                    -                       

( 196,656.11)  613,660.49  0.00 ( 417,004.38)

1 AJE To adjust allowance for loan losses ( 58,676.00) -                       -                     58,676.00
2 AJE To adjust investment income  22,548.38 -                       -                    ( 22,548.38)

Total Posted ( 36,127.62)  0.00  0.00  36,127.62

1 AJE To adjust allowance  4,060.00 -                       -                    ( 4,060.00)
2 AJE To adjust interest income  1,451.57 -                       -                    ( 1,451.57)

Total Posted  5,511.57  0.00  0.00 ( 5,511.57)

1 AJE To adjust investment income  43.36 -                       -                    ( 43.36)
Total Posted  43.36  0.00  0.00 ( 43.36)

GEDA

TSA

GDFA

ADF

GTAF



APPENDIX II, CONTINUED

# Name Debit Credit

1 CAJE To adjust depr. and accumulated depr.
1735 Furniture & Fixtures - FEMA  1,131.44 -                        
1736 ACCUM DEPREC-FURN & FIX / FEMA -                         1,131.44

 1,131.44  1,131.44

2 CAJE To unwind unfunded retirement liability account
2190 UNFUNDED RETIRE. CONTRIBUTION  461,665.00 -                        
4500 FUND BALANCE -                         407,406.00
Audit 2008 restatement -                         54,259.00

 461,665.00  461,665.00

3 AJE To expense general training cost
7704 Training & Develoment -                         4,606.50
7704 Training & Develoment  2,515.50 -                        
7801 Travel - Off Island  4,606.50 -                        
7801 Travel - Off Island  14,715.00 -                        
1455 Reimbursable Expense -                         17,230.50

 21,837.00  21,837.00

4 AJE To properly post GPA MOU receipts
1401 DUE TO FROM GOVGUAM AGENCIES -                         170,000.00
5300 OTHER REVENUE  170,000.00 -                        
1457 Deferred Charge -                         170,000.00
1457 Deferred Charge  170,000.00 -                        

 340,000.00  340,000.00

5 AJE To adjust balance to OEA grant to receivable other
1401 DUE TO FROM GOVGUAM AGENCIES  11,748.00 -                        
1402 Receivable - Grants -                         11,748.00

 11,748.00  11,748.00

6 AJE To clear out beginning balance of investment inc
5140 Interest - Investments -                         5,811.74
1105 Allowance for Investment  5,811.74 -                        

 5,811.74  5,811.74

7 AJE To adjust reimbursable expense (closed projects)
5300 OTHER REVENUE -                         19,724.00
1455 Reimbursable Expense  19,724.00 -                        

 19,724.00  19,724.00

8 AJE To write off -m- payable from BRAC 
8100 NON-OPERATION REVENUES/EXPENSE -                         22.00
1580 DUE TO/FROM BRAC - 1ST GRANT  22.00 -                        

 22.00  22.00

1 RJE To present SurgiCenter abatement as QC revenue
5120 Application & Surveillance Fee -                         16,488.00
8100 NON-OPERATION REVENUES/EXPENSE  16,488.00 -                        

 16,488.00  16,488.00

GEDA



APPENDIX II, CONTINUED

# Name Debit Credit
2 RJE To reclassify travel recorded in promotional exp

7709 Advertising & Promotions -                         52,693.00
7801 Travel - Off Island  52,693.00 -                        

 52,693.00  52,693.00

1 AJE To record FY09 activities
5100 Cash and Cash Equivalent  2,666,288.89 -                        
8100 Tobacco Settlement Revenue - Receipts -                         2,962,972.68
8110 Interest Income -                         62,550.12
8310 Trustee fees  11,381.21 -                        
8300 Interest Expense - Semi-Annual Payment  1,764,150.00 -                        
5200 Investment in Federal Agency Securities -                         2,807,886.00
7240 Other professional services  15,515.70 -                        
6310A Series 2007 A Bond Payable  1,320,000.00 -                        
7202 Legal Services  11,619.40 -                        
7205 Audit Services  4,320.00 -                        
7801 Travel - Off Island  40,133.60 -                        

 5,833,408.80  5,833,408.80

2 AJE To amortize 2001 bond defease cost
6322 Bond defeasance cost -                         310,842.00
8305 Interest Expense - Bond Defeasance Cost Amortization  310,842.00 -                        

 310,842.00  310,842.00

3 AJE To amortize 2007 bond dis.
6320 Discount on Bond Issuance -                         119,611.00
8303 Interest Expense - Issuance Discount Amortization  119,611.00 -                        

 119,611.00  119,611.00

4 AJE To amortize 2007 issue cost
5500 Deferred Bond Issuance Costs -                         55,059.00
8302 Interest Expense - Debt Issuance Costs  55,059.00 -                        

 55,059.00  55,059.00

5 AJE To amortize CAB discount
6321 Discount on Bond Issuance - Capital Appreciation Bond -                         264,969.00
8306 Interest Expense - Series B CAB Accretion  264,969.00 -                        

 264,969.00  264,969.00

6 AJE To adjust accrued interest
6120 Interest Payable  23,000.00 -                        
8301 Interest Expense - Accrual Adjustment -                         23,000.00

 23,000.00  23,000.00

7 AJE To accrue Aug/Sep 09 attorney fees
7202 Legal Services  17,783.00 -                        
6110 Accounts Payable -                         17,783.00

 17,783.00  17,783.00

8 AJE To accrue travel expenses
7801 Travel - Off Island  7,037.51 -                        
6110 Accounts Payable -                         7,037.51

 7,037.51  7,037.51

TSA



APPENDIX II, CONTINUED

# Name Debit Credit
9 AJE To accrue additional Sept 09 travel expenses

7801 Travel - Off Island  9,097.00 -                        
6110 Accounts Payable -                         9,097.00

 9,097.00  9,097.00

1 RJE To reclassify current portion of A term bond
6110A Current Portion of Series 2007 A -                         105,000.00
6310A Series 2007 A Bond Payable  105,000.00 -                        

 105,000.00  105,000.00

1 AJE To adjust allowance for loan losses
1330 ALLOW FOR DOUBTFUL ACCOUNTS -                         124,530.00
1340 INTEREST SUSPENSE ON D/L  65,854.00 -                        
8007 PROVISION FOR BAD DEBTS  58,676.00 -                        

 124,530.00  124,530.00
To adjust the allowance for loan losses at 9/30/09.

2 AJE To adjust investment income
5140 Interest - Investments -                         22,548.38
1105 Allowance for Investment  22,548.38 -                        

 22,548.38  22,548.38

1 AJE To adjust allowance 
1330 ALLOW FOR DOUBTFUL ACCOUNTS  1,615.00 -                        
1340 INTEREST SUSPENSE ON D/L  2,445.00 -                        
8007 PROVISION FOR BAD DEBTS -                         4,060.00

 4,060.00  4,060.00

2 AJE To adjust interest income
5140 Interest - Investments -                         1,451.57
1105 Allowance for Investment  1,451.57 -                        

 1,451.57  1,451.57

1 AJE To adjust investment income
5140 Interest - Investments -                         43.36
1105 Allowance for Investment  43.36 -                        

 43.36  43.36

GDFA

ADF

GTAF



APPENDIX III

BALANCE SHEET
INCOME TOTAL

ASSETS LIABILITIES STATEMENT SHOULD
Dr (Cr) Dr (Cr) Dr (Cr) EQUAL 0

KNOWN MISSTATEMENTS
0

GEDA 0
0

<1> - to adjust DC S/L liability (5,651) 5,651 0
<2>- to adjust deferred rent liabilities (Guam Dry Cleaners) (8,386) 8,386

0
<3> - to adjust unreconciled deferred rent liability (4,340) 4,340 0
<4> - to accrue S&W expense for 9/28 - 9/30 (13,247) 13,247 0

6,357 6,357
(6,357) (6,357)

<6> - to reverse deferred liability relating to old bonds 
(highway)

5,752 (5,752)
0

2,241 2,241
(2,241) (2,241)

3,205 3,205
(3,205) (3,205)

0
TSA 0

0
<1> to record reimbursement due to Tobacco-attorney 
general travel unexpended funds 2,241 (2,241) 0

0
Total known misstatements (8,386) (6,859) 15,245 0

LIKELY MISSTATEMENTS 0
0
0

Total likely misstatements 0 0 0 0

TOTAL KNOWN + LIKELY (8,386) (6,859) 15,245 0

<5> - to reclassify FY08 supplemental benefit recorded as 
nonoperating expense to operating expense (S&W 

<7> - to record reimbursement due to Tobacco-attorney 
general travel unexpended funds
<8> - to reclassify Carol AL adjustment recorded in other 
revenue (should be reduction of S&W expense
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