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INDEPENDENT AUDITOR’S REPORT

Board of Commissioners
Guam Housing and Urban Renewal Authority:

I have audited the accompanying statements of net assets, revenues, expenses and changes in net assets
and cash flows of each major fund and the aggregate remaining fund information-of the Guam Housing
and Urban Renewal Authority (GHURA), a component unit of the Government of Guam as of and for the
year ended September 30, 2007, which collectively comprise GHURA’s basic financial statements.
These financial statements are the responsibility of the GHURA’s management. My responsibility is to
express an opinion on these financial statements based on my audit.

I conducted my audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Aundifing Standards,
issued by the Comptrolier General of the United States of America. Those standards require that I plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes consideration of 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 GHURA’s internal control over financial reporting.
Accordingly, 1 express no such opinion. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. I believe that my audits provide a reasonable basis for my

opinions.

In ‘my opinion, the financial statements referred to above present fairly, in all material respects, the -
respective financial position of each major fund and the aggregate remaining fund information of Guam
Housing and Urban Renewal Authority as of September 30, 2007, and the respective changes in financial
position and cash flows thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

The Management’s Discussion and Analysis on pages 3 through 29 is not a required part of the basic
financial statements but is supplementary information required by the Government Accounting Standards
Board. This supplementary information is the responsibility of the management of the Guam Housing
and Urban Renewatl Authority. 1 have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and’ presentation of the reguired
supplementary information. However, [ did not audit the information and express no opinion on it.



My audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The combining financial statements and schedules listed in Section I. E. of the foregoing Table
of Contents, which is also the responsibility of the management of GHURA, is presented for purposes of
additional analysis and is not a required part of the financial statements of GHURA. The accompanying
Financial Data Schedule on pages 166 to 170 is presented for purposes of additional analysis, as required
by the U.S. Department of Housing and Urban Development. The accompanying schedule on page 171 is
also presented for purpose of additional analysis. These schedules are not a required part of the basic
financial statements and are the responsibility of the management of GHURA. Such information has been
subjected to the auditing procedures applied in my audit of the basic financial statements and, in my
opinion, is fairly stated in all material respects when considered in relation to the basic financial
staternents taken as a whole.

In accordance with Government Auditing Standards, Thave also issued my report dated May 19, 2008 on
my consideration of the Guam Housing and Urban Renewal Authority’s internal control over financial
reporting and my tests of its compliance with certain provisions of laws, regulations, contracts and grants
agreements and other matters. The purpose of that report is to describe the scope of my testing of internal
controls over financial reporting and compliance and the results of that testing, and not to provide an
opinion on the internal control over financial reporting or on-compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards and should be considered in
asscassint7 the results of my audit,

Moj&m ¥
Hagétfia, Guam
May 19, 2008



Guam Housing and Urban Renewal Authority
MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2007

PROFILE OF THE AUTHORITY

Qur Mission

To assure the availability of quality housing for low-income persons and to promote the
civic involvement and economic self-sufficiency of residents and to further the expansion

of affordable housing on Guam.

General Information

The Guam Housing and Urban Renewal Authority (GHURA) was established on
December 18, 1962, out of the catastrophic destruction brought to the island of Guam by
Typhoon Karen in November 1962. After 90% of the island’s buildings were destroyed
by the typhoon, the Sixth Guam Legislature created the Authority by virtue of Public Law
6-135. After the Authority was organized and staffed, immediate rehabilitation plans were
drawn up. .

Since that fime GHURA has taken giant strides forward in upgrading communities and
providing housing for the people of Guam. We have provided 750 Public Housing units
at scattered sites around the island and continue to provide rental assistance on 2 515
Section 8 Housing Choice Vouchers.

The Authority is governed by a seven-member Board of Commissioners appointed by the
Governor of Guam, with the approval of the Guam Legislature. One board member is a
resident of the Authority. The Executive Director reports to the Board of Commissioners.
The Authority has a budgeted staff of 108 in 8 divisions: Executive Management;
Administration consisting of Fiscal, Human Resources, Management Information
Systems, Procurement, and Audit and Compliance; Section 8 Housing Choice Voucher;
Public Housing (Asset Management Project); Research, Planning and Evaluation;
Community Development; Architectural/Engineering; and Modernization.

The Administration Division establishes and oversees policy and provides direction for
activities throughout the Authority. Responsibilities include ensuring overall compliance
with applicable laws and regulations, as well as adherence to established goals necessary
to fulfill the agency's mission.

QUALITY HOUSING

The Guam Housing and Urban Renewal Authority will strive to achieve a high level of
quality in the physical environment of its properties through:

» Effective and efficient maintenance and répair programs and services.
e Application of effective security strategies.
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+ Involvement of residents in maintenance, management and security strategies.
s The application of sound design solutions to modernization/rehabilitation and new
development efforts.

Progress

Energy improvements such as new lighting are being installed in resident units.
All occupied units under Public Housing, Gurha Trankilidat and Section Eight
were inspected through the Uniform Physical Condition Standards and Housing
Quality Standards.

e Work orders are completed within 25 calendar days; emergency work orders are
completed and/or abated within 24 hours,

* Major renovation projects are being addressed in all developments, such as
exterior painting, soil erosion, and vacancy reduction.

RESIDENTS

The Guam Housing and Urban Renewal Authority will direct its efforts to assist residents
to improve their quality of life through support of:

e« Civic involvement of residents in their community {developments,
neighborhoods).
Attainment of economic self-sufficiency and sustainability.
Access 1o and utilization of resources of technology, training and education.

e Access to resources for and the development of skills in conflict resolution.

Progress

* The Resident Advisory Board was created to assist the Authority with developing
5-year goals and provide input into management practices.

IMPACT ON THE ECONOMY

The Guam Housing and Urban Renewal Authority will positively impact the economy of
Guan through:

e Achieving maximum utilization of the Section 8 Program including adopting
strategies for the utilization of the program to increase the supply of affordable
housing unifs.

» Adopting procurement policies and practices that support, to the fullest extent
permitted by law, local, minority-owned and women-owned businesses.
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¢ Undertaking strategies to assist residents to obtain employment in order to
increase their buying power.

Progress

e Approximately 317.1 million was awarded in contracts to local contractors,
architects and vendors for modernization projects at public housing sites, and
construction and renovation projects under the Community Development Block
Grants. :

¢ The Authority has achieved 100% Section 8 utilization.

» The Public Housing Division has achieved a 95% occupancy rate since September
2007. :

As the management of the Guam Housing and Urban Renewal Authority (the
“Authority™), a component unit of the Government of Guam, we offer readers the
Authority’s financial statements this narrative overview and analysis of the financial
activities of the Authority for the fiscal year ended September 30, 2007. We encourage
readers to consider the information presented here in conjunction with the Authority’s
financial statements, which begin on page 30.

Financial Highlights

» The Authority had revenues of $47,499,183 and expenses of $46,195,715 for the
year ended September 30, 2007 (841,517,327 and $38,290,230 for the year ended
‘September 30, 2006), representing increases of $5,981,856 and $7,905,485
(approximately 14.0% and 21.0%), respectively, from September 30, 2006.

e Total assets of the Authorify increased by $1,297,297 or approximately 2.3% as of
September 30, 2007 ($3,634,223 and approximately 6.9% as of September 30, -
2006). *

e The Authority’s cash and cash equivalents at September 30, 2007 totaled
$17,013,968, an increase of $1,006,366, or approximately 6.3% from September
30,2006.

» The Authority’s working capital increased by $1,572,680, or approximately 10.2%
at September 30, 2007.



Guam Housing and Urban Renewal Authority

MANAGEMENT’S DISCUSSION AND ANALYSIS
‘September 30, 2007

Overview of the Financial Statements

The management discussion and analysis is intended to serve as an introduction to the
Authority’s basic financial statements. The Authority’s basic financial statements are
comprised of two components: 1) authority-wide financial statements and 2) notes to the
financial statements. This report also contains the Schedule of Expenditures of Federal
Awards as supplementary information in addition to the basic financial statements
themselves,

Authority-Wide Financial Statements

The Authority-wide financial statements are designed to provide readers with a broad
overview of the Authority’s finances, in a manner similar to a private-sector business.

The Statement of Net Assets presents information on all of the Authority’s assets and
ligbilities with the difference between the two reported as net assets. The Statement of
Net Assets r6ports all financial and capitai resources for the Authority. The statement is

.....

known as equity. Assets and hablhtles are presented in order of I1qu1d1ty and are
classified as “Current” (convertible into cash within one year), and “Non-current”,

The focus of the Statement of Net Assets (the “Unrestricted Net Assets™) is designed to
represent the net available ligiid (non-capital) assets, net of liabilities, for the entire
Authority. Net Assets (formerly equity) are reported in three broad categories:

Net Assets, Invested in Capital Assets, Net of Related Debt: This component of Net
Assets consists of all Capital Assets, reduced by the outstanding balances of any bonds,

mortgages, notes or other borrowings that are attrlbutable to the acquisition, construction,
or improvement of those assefs.

Restricted Net Assets: This component of Net Assets consists of restricted assets, when
constraints are placed on the asset by credltors (such as debt covenants), grantors,
contrlbutors laws, regulations, etc.

Unrestricted Net Assets: Consists of Net Assets that do not meet the définition of “Net
Assets Invested in Capital Assets, Net of Related Debt”, or “Restricted Net Assets™.

The Authority-wide financial statements also include a Statement of Revenues. Expenses
and Changes in Fund Net Assets (similar to an Income Statement). This Statement
includes Operating Revenues, such as rental income, Operating Expenses, such as
administrative, utilities, and maintenance, and depreciation, and Non-Operating Revenue
and Expenses, such as grant revenue, investment income and interest expense.
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The focus of the Statement of Revenues, Expenses and Changes in Fund Net Assets is the
“Change in Net Assets”, which is similar to Net Income or Loss.

Finally, a Statement of Cash Flows is included, which discloses net cash provided by, or
used for operating activities, non-capital financing activities, and from capital and related
financing activities.

Notes to the Financial Statements

The notes to the financial statements provide additional information that is essential to a
full understanding of the data provided in the authority-wide financial statements. The
notes to the financial statements can be found on pages 35 through 60 of this report.

Supplementary Information

The schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of
States; Local Governments, and Non-profit Organizations. The Schedule of Expenditures
of Federal Awards can befound on page 126 of this report,

Fund Financial Statements

Traditional users of governmental financial statements will find the Fund Financial
Statements presentation more familiar. The focus is now on Major Funds, rather than
fund types. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The Authority
uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. The Authority has only one fund type, namely an Enterprise fund.
Enterprise funds utilize the full accmal basis of accounting. The Enterprise method of
accounting is similar to accounting utilized by the private sector accounting.
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The Authority’s Funds

Business Type Funds

Public Housing

Public Housing was established to provide decent, safe, and sanitary rental housing for
cligible families, the elderly, and persons with disabilities. Public Housing comes in all
sizes and types — from scaftered single-fainily houses to clustered units for elderly
families or persons with disabilities.

GHURA owns and operates 750 units of Public Housing consisting of nine
developments, one of which is an elderly development. In 2007, GHURA converted its
nine developments into four Asset Management Properties (AMP): 1-Central Site Base,
2-Southeast Site Base, 3-Southwest Site Base, and 4-Northern Site Base. These site bases
consist of the following developments: :

AMP 1 — consists of 158 units located at Sinajana, Agana Heights, Mongmeng,

and Asan, _
AMP 2 — consists of 163 units located at Yona, Iharajan, and Talofofo and
Talofofo Elderty. '

AMP 3 — consists of 195 urits located at Agat, Agat Elderly, Merizo, Merizo
Elderly, and Umatac. ' ‘
AMP 4 — consists of 234 units located at Toto, Dededo, and D_ec_iedo Elderly.

The U.S. Department of Housing and Urban Development implemented the requirement
that all Public Housing Authorities of 250 or more units convert to asset management,
“consistent with the norms in the broader multifamily management industry” (24 CFR
'990.255(a)).

The Authority is dedicated to providing quality, public and affordable housing for all.
Each of our developrients is a special place, reflecting the rich diversity in the
experiences and. backgrounds of our residents and the surrounding neighborhoods. We
welcome people from many walks of life and enjoy being part of their lives in a
meaningful way by providing decent, safe, sanitary, and affordable housing. We work
diligently to create positive living environments to enhance the quality of life for our
residents.

At the end of FY2007, the Authority had 719 units leased, an occupancy rate of 96%.
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Capital Fund Program

In order to maintain its public housing inventory as a viable source of affordable housing,
the Authority develops an annual Capital Improvement Plan. Through the Capital Fund
Program, the Authority receives an annual formula grant of approximately $1.4 million to
implement such plans. ‘

The Modernization (MOD) Division is responsible for carrying out the capital
improvements program for the Public Housing family and elderly developments. The
Capital Fund Program includes the development and oversight of state and federal (HUD-
funded) capital budgets and the selection and management of consultants and contractors.
The MOD Division is responsible for all aspects of project management, from the
planning stage through design, bidding, and construction.

Section 8 Housing Choice Voucher Program

While our public housing program is very important to many people, equally important is
our rental housing subsidy program, which is known as the Section 8 Housing Choice
Voucher (HCV) program. Qur rental subsidies allow families and individuals the
opportunity to rent from a private landlord and have their rent subsidized so that it
remains affordable for them. Families pay the property owner a portion of the rent based
upon their income {30% of their income) and GHURA pays the difference to the landlord.

Families are free to choose where they live and to transfer their assistance when they
move. Through a transfer process called portability, Voucher participants can move
almost anywhere in the United States.

Units rented through the Section 8 program must pass a basic health and safety
inspection, known as a Housing Quality Standards (HQS) inspection. The rent for the unit
must also be reasonable and comparable to rents for similar units in the neighborhood.
Property owners who participate in the Section 8 Housing Choice Voucher Program can
receive market rate rents. anid reliable assistance payments from GHURA. Participating
owners continue to manage their rental units and screen and select their own tenants.

GHURA's Section 8 program currently serves nearly 2,515 low-income families in Guam.

Mainstream Program

The Mainstream Program assists low-income people with disabilities who face
difficulties locating suitable, accessible housing in the private market. The program is
designed to help tenants with disabilities live independently in the community.
Mainstream tenants are selected from the existing Section 8§ waijtlist and referred by the

)
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Department of Integrated Services for Individuals with Disabilities (DISID) and
organizations involved with people mth disabilities. Of the 2,515 vouchers for Section 8,
175 vouchers are for this program.

Familv Self Sufficiency (FSS) Program

The Family Self Sufficiency (FSS) Program is a voluntary initiative that helps families
obtain the skills they need to achieve financial independence. Case management support
is offered to participating families through referrals to local agencies for education, job
fairs, workshops, budget management and other appropriate services to assist the family.
All FSS participants must be participants in either the Section 8 Housing Choice Voucher
or Public Housing Programs with the Authority.

Upon entering the program, the FSS Coordinator discusses objectives and expectations
with the family Head of Household to formulate an Individual Training and Service Plan
designed to meet the family’s self-sufficiency goals within a five-year period. A formal
confract is then signed between the Head-of-Household and GHURA relating to

- achieving these goals utilizing the resources and services available for that purpose. This
contract describes the activities that need to be completed by the family to obtain 2 higher
education and/or job training that can result in a living wage employment. A portion of
the participant®s monthly rent is put into an interest-bearing HUD escrow account, in
accordance with HUD requirements, to be made available to the participant once the
contract is successfully completed. This money can be used fo start a business or as a
down payment on a purchase of a home. Statements are sent to participants with the -
.escrow balance on an annual basis.

COMMUNITY PLANNING AND DEVELOPMENT FUNDS

On a yearly basis, Guam receives funds from HUD Community Planning and
Development for use to address housing and community development needs in Guam.
The Guam Housing and Urban Renewal Authority (GHURA) is the administrator of these
funds from HUD CPD for the island as received in the form of three formula grants - the
Community Development Block Grant (CDBG), the Home Investment Partnership Grant
(HOME), and the Emergency Shelter Grant (ESG) and one competitive gza_nt collectively
referred to as the Continuum of Care (CoC) Grant.

For Fiscal Year 2007, a total of $4,179,710 was received to fund eligible projects and
activities with formula grant funds. CoC funds iotaling $372,182 were approved for
renewal activities in FY07. Project selection was based on the review of applications
submitted by community groups for activities which would satisfy the needs and goals
outlined in the report “Guam’s P'Y2005-2009 Consolidated Plan™ In total, there were
over 30 activities eithier underway at the beginning of the progran year or which. began

10
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during the program year, The 30+ activities represent not only Fiscal Year 2007
activities, but also all activities that are currently funded and still underway in the
FY2007, including those funded in previous years.

Community Development Block Grants (CDBG)

The Authority actively pursues its community development program through CDBG
funded projects. These grants, which are awarded annually by HUD, assist the Authority
in projects such as the construction and renovation of community and senior centers, head
start classrooms, and fire stations to primarily benefit low and moderate-income persons.
Low and moderate income is defined as 80% of the median income for the Territory, as
adjusted by family size. In FY2007, the new activities as prov1ded for under the
Consolidated Plan for this grant include:

1. Economic Development
a. To provide loans, financial support, technical assistance, and business services
for micro enterprise
Public Facilities and Improvement
a. To construct one community. youth resource center
b. To construct one fire station
¢. To acquire and construct one new transitional housing facility for homeless
men with substance abuse issues
. Public Service
a. To fund one homeless assistance center
b. To fund one transitional housing facility for homeless men wzth substance
abuse issues

w2

{2

The following projects were completed in fiscal year 2007:

s Expansion_and Upgrade of the Northern Regional Community Health Center in
Dededo. GHURA partnered with Department of Public Health and Social
Services for the expansion and renovation of the existing facility and to provide
access to persons with disabilities and to meet the requirements for health care
facilities. The project totaled $1.9 million, of which $960,000 was funded under
the CDBG, with the remaining balance funded by the Government of Guam
through the U.S. Department of Interior Compact Impact and the U.S. Department
of Health Resources and Service Administration (HRSA).

o  Design and Build of a New Police Precinct and Fire Station in Dededo. These
two projects totaled $2.3 million of which GHURA funded $1.8 million from the
CDBG program. The Government of Guam, through the U.S. Department of
Interior Compact Impact funds, funded the remaining balance.

11
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o Design and Construction of a Skate Park in Dededo. The multipurpose
recreational skate park addresses the need for additional recreational facilities,
opportunities and alternatives that will contribute to the overall welfare of the
community. This project was funded with CDBG funds at a total of $426,000.

e The Design and Construction of @ New Fire Station in Barrigada. This project
addresses Guam’s Consolidated Plan to construct one fire station. This project
was funded with CDBG funds at a total of $874,530.

» The Design and Construction of the Haya Youth Resource Center. This project
also addresses the Guam’s Consolidated Plan; the facility will serve troubled and
at-risk youth and their families. The $440,000 cost for this project was finded
through the CDBG program.

The following projects were ongoing during the fiscal year:

o [ronwood Manor Installation of Sewer and Water Line. The project is funded at a
total of $450,000 to develop off-site infrastructure to service 100-units of
affordable rental housing.

Emergency She!ter Grants (ESG)

The Emergency Shelter Grants program provides homeless persons with basic shelter and
essential supportive services. It can assist with the operational costs of the shelter
facility, and for the administration of the grant. ESG also provides short-term homeless
prevention assistance to persons at imminent risk of losing their own housing due to
eviction, foreclosure, or utility shutoffs. In FY2007, the new activities as provided for
under the Consolidated Plan for this grant include:

1. To fund essential services, operating costs and homeless prevention activities for
programs assisting Guam’s homeless individuals

Affordable Housing Funds

HOME Investment Partnerships Program

Funds for this program, also awarded by HUD, serve to expand the supply of affordable
housing, primarily rental housing, assistance to homebuyers, housing rehabilitation, and
fo partner with non-profit organizations in the construction and operation of affordable
housing that benefits low and very low income individuals.

The following development projects were completed in fiscal year 2007:

12
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o The Design and Construction of Caridad Group Home in Mangilao. This project
is a Single Room Occupancy home for adults with disabilities. The project was
funded with HOME funds for a total of $1.2 million.

o The Design and Construction of the Caridad Apartments in Mongmong. This 8-
unit apartment complex is to provide affordable rental housing for persons with
disabilities. The project was funded with HOME funds totaling $604,000.

in FY2007, the new activities as provided for under the Consolidated Plan for this grant
include:

1. Construction of affordable single family dwellings

Guam is in the initial stages of the Sagan Bonita Affordable Housing Project (“Sagan
Bonita™). Guam will acquire developable property and construct new single-family
dwellings for low and moderate- income first-time homebuyers. Sagan Bonita is the
latest development vehicle undertaken to benefit low- and moderate-income individuals.
This project will benefit low/moderate individuals to:

1. Increase the overall rate of homeoWnership among low and moderate-income
individuals and families.

2. Increase minority homeownership.

3. Increase the availability of affordable permanent housing in standard condition to
low and moderate income families, particularly to members of disadvantaged
minorities without discrimination on the basis of race, color, religion, sex,
national original, familial status or disability.

Guam will partner with the Micronesian Self-Help Housing Corporation (MSHC) to
develop a 58-unit housing subdivision in the village of Mangilao for purchase by low and
moderate-income homebuyers. All units constructed will be sold to eligible homebuyers
with incomes at or below 80% of median income. MSHC has applied for USDA Section
524 loan funds to develop the off-site infrastructure for Sagan Bonita, estimated at a cost
of $1.5M. MSHC intends to utilize the USDA leverage-financing program to fund the
vertical construction of 20 homes for sale to qualified MSHC participants.

Guam has utilized HOME Investment Partnership Grant funds for site acquisition in
FY2007 and will soon develop on-site infrastructure for Sagan Bonita homes. Turnkey
financing is planned for the vertical construction of the 38 homes to be built with HOME
funds. Guam will identify eligible buyers and work with local lending institutions to
ensure that turnkey development is feasible to both the buyer, lender and for payment to
the developer. ‘

13
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Continuam of Care Grant Programs

Shelter Plus Care Program

The Shelter Plus Care Program (8+C or SPC) provides affordable housing and support
services to homeless individuals. To qualify for assistance, participants must be
homeless, and {(depending on the particulars of the specific activity funded) may also be
disabled by chronic alcohol or drug problems, serious mental illness, or AIDS and
Related Disorders. In addition to receiving a réntal subsidy, SPC participarits receive
support services through a network of local service agencies.

In FY2007, two programs were ongoing, funded by the SPC grant:

l. The Housing First Voucher Program providing tenant-based rental assistance to
disabled individuals. GHURA administers the program with the assistance of the
Department of Mental Health and Substance Abuse who provide referral and
assessment services for program beneficiaries.

2. The Lighthouse Recovery Center Affercare Program provides post-treatment
permanent housing assistance to men recovering from substance abuse. The
Salvation Army of Guam Corps administers this SPC-finded program.

Supportive Housing Program

The Supportive Housing Program (SHP) is designed to develop supportive housing and
services that will allow homeless persons to live as independently as possible. Assistance
in the Supportive Housing Program is provided to help homeless persons meet three
overall goals:

¢ achieve residential stability,

¢ increase their skill levels and/or incomes, and

s obtain greater self-determination (i.e., more influence over decisions that affect
their lives).

In FY2007, two activities were awarded renewal funding of SHP grant funds: |

1. Guma’ Hinemlo is a permanent residential facility housing up to seven persons with
severe mental illness. Hinemlo’ received a renewal grant in the amount of $312,163
in FY2007. The SHP grant was awarded to the Department of Mental Health and
Substance Abuse. ‘

2. Transitional Housing Case Management is a program to provide case management
support to residents of the Liheng Apartments, a transitional housing facility. THCM
received a renewal grant in the amount of $60,019 in FY2007. The SHP grant was
awarded to Catholic Social Service, a non-profit organization. '
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In FY2007, Guam conducted the Bi-dwunual Street and Shelter Count. This event is a
point-in-time counting of homeless individuals both sheltered and unsheltered across the
island. Volunteers from among an array of public, non-profit, and community
organizations join forces to assess the extent of homelessness on Guam. The event is an
opportunity o provide needed information on available services to the homeless as well
as to gather basic information. The data gathered is presented and compiled into a report,
the intent of which is to be used as a tool to improve the efforts of service providers to
respond to the needs of this most-vulnerable of subpopulations. This event is funded by
CDBG in the amount of $15,000 through the homeless awareness outreach program.

'AFFORDABLE HOUSING ISSULES AND THE MILITARY EXPANSION

The U.S. Dept. of Defense intends to relocate and home base an estimated 8,000 U.S.
Marines from Okinawa to Guam beginning in 2014. By 2020, the total number of active
duty military plus their dependents is expected to reach 20,000, During FY2007, the
Government of Guam initiated a Civilian-Military Task Force to address the multitude of
concerns related to the military buildup. A subcommittee to address housing concerns
was formed and has initiated the first steps to comumission a Comprehensive Housing
Study to explore and identify the impacts of the buildup on Guam’s housing needs and
expected shortfalls for the needs of low and moderate income persons and families.

In the coming year, a Comprehensive Housing Study will be commissioned to address
issues of affordable housing. The Study will include information needed to produce an
updated Analysis of Impediments to Fair Housing report. In view of the Department of
Defense’s plans to relocate several thousand active duty military personnel from Okinawa
to Guam, Guam is concerned that fair housing protections be strengthened to proactively
address the growing local concern over affordable housing. The planned movement of
U.S. military troops into Guam is a significant cohicern to the future availability and
affordability of housing for low-income and moderate-income residents. The prices of
developable properties continue to increase. Based on quarterly analysis of housing sales,
the average home price also continues a steady rise. The cost of construction is also on
the rise largely as a result of increased materials cost and the upswing of construction
activity, some .of which is linked to the expectations related to the military buildup.
While the military most often brings in their own contractors for large-scale construction
jobs conducted within the military bases, local contractors are experiencing an upswing in
activity as they are hired as subcontractors under these larger primary contracts. Fewer
small contractors are available for single-unit home construction. As the supply of
available contractors shrinks, the cost for their services can well be expected to increase.
Increased costs are also impacted by the rise in petroleum prices. The increasing cost of
shipping and delivery impacts the cost of materials necessary to the construction industry.
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State and Local Funds

Consist of various commumnity projects funded through the local government and grants-in
aid. Includes programs for land sales and leases to low to moderate-income individuals
and various urban renewal and development projects.

Authority-Wide Financial Statements

Statement of Net Assets

The following table reflects the condensed Statement of Net Assets compared to prior
year. The Authority is engaged only in Business-Type Activities,

TABLE 1
STATEMENTS OF NET ASSETS
2007 2006 2005
(in millions (in millions (in millions
of dollars) of dollars) of dollars)
Current Assets § 236 $ 17.9 § 125
Capital Assets and Other, Net 32.8 372 394
Other Non-Current Assets 1.1 1.1 0.7
Total Assets 37.5 56.2 52.6
Current Liabilities 6.7 6.7 8.1
Long-Term Debt, Net 1.6 1.6 1.6
Other Non-Current Liabilities 0.3 0.3 0.2
Total Liabilities 8.6 8.6 0.9
Net Assets:
Invested in Capital Assets,

Net of Related Debt 352 35.6 3738
Restricted . 8.2 0.5 0.4
Unrestricted 5.5 11.5 4.5
Total Net Assets $ 489 $ 47.6 $ 427

During 2007, there was an overall increase in assets of $1.3 million ($3.6 millien in__2006).‘
The increase was primarily attributable to current year operations and period charges. ‘A net
~increase in cash of $0.9 million which was provided by the Housing Choice Voucher
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program ($1.1 million), the Public Housing program ($0.3 million) and Elderly program
($0.1 million), local program proceeds from land sales ($0.2 million), while the HOME
program cash decreased by $0.8 million; Investments increased by $0.1 million; receivables
increased $0.7 million from HUD and local government and others ($0.4 and 0.3 million,
respectively); and capital assets and properties held for sale had a net decrease of $0.4
million (additions, deletion, depreciation and reduction in properties held for sale).

For more detailed information see pages 30 and 31 for the Statement of Net Assets.

Major Factors Affecting the Statement of Net Assets

Table 2 presents details on the change in Unrestricted Net Assets for the fiscal year ended
September 30, 2007.

TABLE 2
CHANGE IN UNRESTRICTED NET ASSETS
2007 2006 2005
Amount Amount Amount

(millions of  (millions of (millions of

dollars) dollars) - dollars)

Unrestricted Nét Agssets at Beginning of Year $11.5 $45 $46
Results of Operations : 1.3 32 (1.9)
Adjustments: '

Depreciation (1) ' 2.4 2.4 2.4
Adjusted Results from Operations 3.7 5.6 03
Reclassification to Restricted Assets ¢N)) 0.0 0.0
Capital Activity, net 2.0 {0.3) . 0.0
Prior period adjustment 0.0 1.7 {0.6)
Unrestricted Net Assets at End of Year $ 55 $ 115 $4.5

(1) Depreciation is treated as an expense and reduces the results of operations but does
not have an impact on Unrestricted Net Assets.

While the results of operations are a significant measure of the Authority’s activities, the
analysis of the changes in Unrestricted Net Assets provides a clearer change in financial

well-being.
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TABLE 3

STATEMENTS OF REVENUES AND EXPENSES

The following schedule compares the revenues and expenses for the current and
previous fiscal years. The Authority is engaged only in Business-Type Activities.

Revenues:
Operating Subsidies and Grants
Capital Grants
Other Income
Tenant Revenue — Rents and Other
Investment Income
Total Revenues

Expenses:
Housing Assistance Payments
Maintenance '
Administrative
Depreciation
Tenant Services
General and Other
Utilities
Total Expenses

Excess (Deficiency) of Revenues over Expenses

18

- 2007 2006 2005
(millions  (millions  (millions
of dollars) of dollars) of dollars)
$43.5 $37.8 $37.6

2.0 0.8 0.7
13 2.5 1.1
0.4 0.3 0.2
0.3 0.1 0.1
47.5 41.5 39.7
283 24.6 27.7
7.2 2.4 4.2
7.1 1.7 6.1
2.5 25 2.4
0.4 0.5 0.4
0.4 0.4 0.6
0.3 0.2 0.2
46.2 38.3 41.6
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Major Factors Affecting the Statement of Revenue, Expenses and
Changes In Net Assets

Revenues

Tenant Revenue

Tenant related revenue, which accounted for 0.68% of total current year revenues,
increased by $42,330, or approximately 17.2%, from the prior year. This increase is
atfributed to increased tenant charges for the period, timelier tenant recertifications and
compliance enforcement efforts.

Operating Subsidies and Granis

Operating subsidies, operating and capital grant revenue increased by a net $6.9 million,
or approximately 17.9% from the prior year. The net increase resulted primarily from
increases of $1.0 million in Housing Choice Voucher program funding; $0.3 million in
Low Rent Public Housing program funding; $1.2 million in Capital Grant program

activities; $1.5 million in Community Planning and Development grants (CDBG) and

$2.0 million in HOME programs; $1.1 million in Department of the Interior Compact
Impact funds (DOI); $0.3 million in Community Health Centers grant funds; and a
decrease - of $0.5 million in Continuum of Care grants (COCC, which consists of
Supportive Housing and Shelter Plus grant programs).

The following table and chart sumimarizes the major program sources of operating and
capital grant revenue for 2007,

Operating and Capital Grant Revenue by Major Procram Sources

Program 2007 Asa% 2006 Asa% 2005
_ millions} millions) millions)
Housing Choice Voucher $31.1  68.3% $30.1 78.0% $28.6
CDBG ' : 3.6 7.9% 2.1 5.4% 2.4
Low Rent Public Housing 3.4 7.4% 3.1 8.0% 3.6
HOME 2.8 6.2% 0.8  21% 1.8
Capital Fund Program 2.3 5.0% 1.1 2.9% 0.9
DOI — Compact Impact I.1 2.5% 0.0 0.0% 0.0
Elderly 0.4 0.9% 0.4 1.0% 0.4
HRSA — Community 0.4 0.9% 0.1 0.3% 0.0
Health Centers and Other
Facilities 0.4 0.9% 0.9 2.3% _06
Total 455 100.0% $£38.6 100.0% $38.3
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DOI - Compact

Impact 2% HRSA-CHCs 1%

Elderly 1%

Capital Fund

Program 5% Other 1%

HOME 6%

Public Housing 7%

CDBG 8%

Housing Choice
Voucher 69%

2007 Operating & Capital Grant Revenue

Other Revenue

Other income consists of program income, land sales, interest earned on investments, and
includes write-offs of long-standing, recorded liabilities of approximately $1.1 million.

Expenses

Operating Expenses

Operating expenses totaled $15.4 million in 2007 ($11.2 million in 2006), which
represents a net increase of approximately $4.2 million, or 37.5% (net decrease of
approximately $0.3 million, or 2.7% in 2006 from 2005). Primary reason for the increase
resulted from increases in CDBG and HOME program activity of $1.4 and $2.0 million,
respectively; $1.1 million and $0.3 million increases in Department of the Interior
Compact Impact and Community Health Center projects, respectively; HCV expenses
increased by $0.3 million, while there were reductions in COCC grants of $0.4 million
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and local programs ($0.5 million). Administrative expense was approximately 14.9% of

total revenues in 2007 (18.6% of revenues in 2006).

Other Expenses

During 2007, there was a 15.1% increase in housing assistance payment activity for the
Section 8 Housing Choice Voucher program due to higher unit leasing levels (11.2%
decrease in 2006). Housing assistance payment expenses increased by approximately
$3.7 million in 2007 (decrease of $3.1 million in 2006).

2007 Major Expense Catgeories

General and Other
1%

Maintenance
16%

Utilities
1%

Tenant Services
1%

Administrative

15% Housing Assistance

Payments
61%

Depreciation
5%
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Capital Assets and Debt Administration

Capital Assets
‘At the end of fiscal year 2007, the Authority had approximately $33 million invested in a
variety of capital assets as reflected in the following schedule, which represents a net

decrease (net of additions and depreciation} of $237,205, or approximately 1.0% from the
end of last year ($1,543,169 in 2006, or approximately 4.5%).

TABLE 4

CAPITAL ASSETS AT YEAR-END
(NET OF ACCUMULATED DEPRECIATION)

Business-type

Activities
2007 ' 006 2005
Land $ 3,675,882 $ 3,675,882 $ 3,676,641
Buildings 77,419,237 75,540,535 74,728,553
Equipment — Administrative 2,160,029 1,875,039 1,793,162
Equipment - Dwelling 088.645 912,996 889,160
Accumulated Depreciation (51.490.112) (49.013.566) {46.553.461)
Total $32.753.681 $32,990,886 $34.534.055

The following reconciliation summarizes the change in Capital Assets, which is presented
in detail on page 51 of the accompanying notes to the financial statements.
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TABLE 5
CHANGE IN CAPITAL ASSETS
Business Type Activities
2007 2006 2005

Balance at Beginning of Year $32,990,886 $34,534,055 $37,627,119

Additions 2,239.341 917,695 1,136,829

Dispositions - (759  (1,780,498)

Depreciation (2.476.546) (2.460.105)  {2.449.395)

Balance at End of Year $32,753.681 $32.990.886  $34,534.055
Major additions are summarized as follows:
Business — Type Activities:

2007 2006 2003

Capital Improvements Programs

{modernization completed on variety of the

Authority’s Public Housing buildings)
Building improvemex_}ts and plans
Land purchase

Equipmeﬁt Purchases

Total Additions

23

$1,878,702 § 839,227 § 707,914

360,639

$2.239.341 $_ 917695

78.468

145,788

15,750

267.377

$1.136.829
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Debt Qutstanding

As of September 30, 2007, the Authority had $1,517,799 in debt (mortgage loan)
outstanding ($1,552.356 in 2006, a $34,557 decrease (debt retirement), and $1,255,432 in
subsequent scheduled repayment agreement with HUD concerning the application of
incorrect payment standards for the Housing Choice Voucher program. The amount was
accrued as a liability in prior years. See Note 18 to accompanying notes to the financial
statements.

TABLE 6
OUTSTANDING DEBT, AT YEAR-END
(IN MILLIONS)
2007 2006 2005

Business Type

RD Loan- Guma Trankilidat $ 152  § 155 - $ 1.58
‘Due to HUD - HCV 1.25 __0.00 0.00
Total Outstanding Debt. $ 2.77 $_1.55 $ 1.58
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TABLE 7

STATEMENTS OF CASH FLOWS
(In millions of dollars)

007 20006 2005
Cash flows provided by operating activities $33 $63 $ 1.7
Cash flows pravided by (used for) capital and
related financing Activity (2.2) {0.9) 0.7
Cash flows provided by (used in) investing activities {0.2) 0.3 1.5
Net increase in cash and cash
equivalents .09 51 39
Cash and cash equivalents at beginning of year 13.2 81 4.2
Cash and cash equivalents at end of year $14.1 $13.2 $.8.1
Reconciliation of operating incomie (loss) to net cash
provided by (used in) operating activities
Net income (loss) $1.3 $3.2° $(1.9)
Adjustments to reconcile net income (loss) to
net cash provided by (used in) operating
activities:
Depreciation 2.5 2.3 2.5
Bad debts ' 0.0 0.0 0.0
Prior period adjustment 0.0 1.7 ) 0.0
(Increase) decrease in assets (0.8) 0.2) 47.0
Increase (deerease) in liabilities 03 0.9 {45.9)
Net cash provided by operating activities $33 $.63 $17

In 2007, net increase in cash flows arose primarily from operation of the Housing Choice
Voucher and the Low Rent Public Housing program, and the Astumbo affordable housing
project. ’
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Economic factors

Significant economic factors that affect the Authority are as follows:

The Authority locally administers certain programs of the U. 8. Housing and
Urban Development (HUD). The funding source for all major programs is
virtually 100% dependent- on the U. S. Federal government, through HUD.
Funding and funding related issues are therefore subject to Congressional
approval on an ammual basis. Major changes continue to occur in HUD
program rules, regulations, and réquirements, particularly as they relate to
funding methodology, which will effect the Authority’s future operations and
administration of these federal programs.. Funding is provided for HUD
programs on a calendar year basis.

On September 19, 2005, the Public Housing Operating Fund final rule was
published. This rule required that PHAs implement asset management at an
asset management project level, to include project-based funding, project-
based management, project-based budgeting, and project-based accounting.
The implementation dates began in calendar year 2007 with the new Operating
Fund formula. The project-based budgeting, funding, and year-end project-
based financial statement reporting will be effective in FY 2008. Effective in
the beginning of FY 2008, the Authority will be implementing HUD’s asset-
management model. Under this method, the Authority will implement a
management fees or fee for service concept in accordance with HUD’s phase-
in requirements for asset management. Full implementation of the final rule

- will take place by 2011.

The local economy is heavily dependent on the tourism industry, the source of
which is from Asian markets, primarily Japan. Unlike most public housing
authorities in the U, S. mainland, the local economy does not follow the U. S.
national economic trends. The tourism industry appears to be in an initial
recovery stage. However, adverse economic conditions, compounded by the
effects of ever-increasing worldwide price of oil, are and will continue to
impact residents, clients, and partners. The local government revenues have
greatly reduced the amount of welfare assistance provided to those tenants of
the Authority, who were or are welfare recipients.
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e Local inflationary, recessionary and unemployment trends continue to affect
resident incomes and therefore the amount of dwelling rental income the
Authority is able to charge and collect. Unemployment is estimated at 8%,
and has affected those individuals with low to moderate income paying jobs,
many of whom include the tenants in the Authority’s housing programs.
Tenants® reduced incomes result in lower dwelling rental income received by
the Authority, and lower collection rates, which have impacted operations.

e Inflationary pressure on utility rates, supplies and other costs. The local
government power and water agencies will be increasing fees due to
increasing oil prices and problems with collections from the Government of
Guam. Utility rates have been on the increase. Utility costs must be factored
into utility allowances for tenants, which increase the level of assistance
provided in terms of uiility allowances, which increases the costs of the
housing programs in general.

Audit and Compliance

In order to ensure accountability for performance and results, the Executive Management
is using a Management Scorecard, The Executive Management will use this scorecard to
track how well departments are executing the management initiatives, and where they
stand at a given point in time against the overall standards for success.

Scores are based on standards established under the Public Housing Assessment System
(PHAS), Section Eight Management Assessment System (SEMAP), Voucher
Management System. (VMS), Rental Integrity Monitoring (RIM) Reviews, and

Independent Audits, to name a few. :

Over time, the scores should improve as departments correct the problems. The Executive
Management will update this report twice a year and issue a mid-year report. We will
hold ourselves responsible and report honestly when progress is too slow,

Systems, Controls, and Legal Compliance

Svstems

Currently the Authority utilizes a commercially developed package that integrates all
functional and program areas under one common software umbrella. The software
incorporates Section 8 Tenant and Landlords, Occupancy and Rent, Applications Waiting

‘List, Receivables, General Ledger, Work Orders, Purchase Orders, ‘Budgeting, and
Payroll as the main modules, All data entry is self-contained within the system and
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ultimately feeds into the financial portion, where pay out, reporting, and financial tracking
occurs. On average the system generates approximately $3.75 million per month in
payments to tenants, landlords, employees, and vendors,

The software exchanges data with HUD web-based reporting requirements, transmits and
receives electronic banking payment information on a daily basis, as well as other various
Government of Guam agencies. All modules are accessible simultaneously by 80 staff
via remote sites, designed to improve our customer service and support. These remote
locations in Agat, Yona, Toto, Tumon, and Agana all access the main host server located
in Sinajana via T-1, SHDSL, and Broadband telecommunications media.

Short-term goals include Internet based applications allowing increased customer service
as well as streamlining operations for the Authority.

Controls

Management controls are the organization, policies, and procedures used to reasonably
ensure that (1) programs achieve their intended results; (2) resources are used consistent
with agency mission; (3) programs and resources are protected from waste, frand, and
mismanagement; (4) laws and regulations are followed; and (5) reliable and timely
information is obtained, maintained, reported and used for decision making.

Managers must take systematic and proactive measures to (1) develop and implement
appropriate, cost-effective management controls for results-oriented management; (2)
‘assess the adequacy of management controls in Federal programs and operations; (3)
identify needed improvements; (4) take corresponding corrective action; and (5) report
monthly, semi-annually, and annually on management controls..

Legal Compliance

The Authority is required to comply with a wide range of laws and regulations, including
appropriations, employment, health and safety, and others. Responsibility for compliance
primarily rests with agency management; compliance is addressed as part of agency
financial statement audits.

Accountability

Management accountability is the expectation that managers are responsible for the
quality and timeliness of program performance, increasing productivity, controlling costs
and mitigating adverse aspects of agency operations, and assuring that programs are
managed with integrity and in compliance with applicable law. '
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Fraud, Waste, and Abuse

The Authority must maintain their credibility with applicant and participant families,
owners, HUD, and the larger community by enforcing program requirements. When
families, owners, or GHURA employees fail to adhere to program requirements, the
Authority must take appropriate action. The action that is appropriate depends on the
particular case of circumstances.

The Authority will address program errors, omissions, fraud, or abuse through both
prevention and detection. Preventive measures are the most effective way to deter
widespread program irregularities. Errors, omissions, fraud, and abuse will occur, and the
Authority will have preventive measures in place so that any irregularity can be quickly
detected and resolved as efficiently, professionally, and fairly as possible. Because
preventive measures are the most effective way to deter widespread program
irregularities, they W’ill be an integral part of daily operations.

GHURA must ensure that the Authority operates legally and with integrity. The central
principle underlying the public ethics codes is the Conflict of Interest, more specifically,
the conflict between a public official’s individual self-interest and the public interest.

We, as public of’ﬁcials, are held to a higher standard than individuals in the private sector.
Public officials are repositories of the public trust and as such have a duty to faithfully
and honestly represent the interests of the public..

Financial Contact

Requests regarding any information contained in this report or any additional information
or questions concerning the report should be addressed to Mr. Ronald S. De Guzman,
Executive Director, Guam Housing and Urban Renewal Authority, 117 Bien Venida
Avenue, Sinajana, Guam 96910. Mr. De Guzman can also be contacted by telephone at
{671)475-1378.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Notes to Combined Financial Statements
September 30, 2007

1 Summary of Sienificant Accounting Policies
a} Organization and Program Descriptions

The Guam Housing and Urban Renewal Authority (GHURA or the Authority), a component unit
of the Government of Guam, was created on December 18, 1962 by Government Code, Vol. 11,
Title X1V, Chapter X, 13902. GHURA, formed to pursue an active community development
program through urban renewal projects and to provide housing of low income, administers the
following community programs. The primary purpose of the Authority is to provide-safe, decent, -
sanitary, and affordable housing to low to moderate-income families and elderly families in the
Territory of Guam, and to operate its housing programs in accordance with federal and local laws
and regulations. The Authority’s federal programs are administered through the U.S. Department
of Housing Urban Development (HUD) under the provisions of the U.S. Housing Act of 1937, as
amended.

The Authority’s primary operations are comprised of a number of housing and grant programs as
follows:

Major Enterprise Funds
" Community Developmenr Block Grants (CDBG)

These grants are used to carry out a wide rfange of community development activities directed
toward neighborhood revitalization, economic development, and improved community facilities’
and services. All CDBG activities must meet one of the following national objectives: benefit
low- and moderate-income persons; aid in the prevention or elimination of siums and blight; or
meet certain community development needs having a particular urgency. Some of the activities
that these funds can be used for include the acquisition of real property; rehabilitation of
residential and nonresidential properties; provision of public facilities and improvements, such as
water, sewer, streets, and community centers; clearance, demolition and removal of buildings and
improvements; homeownership assistance; and assistance to for-profit businesses for economie
development activities,

Low Income Housing Program

Under this program, the Authority rents it own units to low-income households. The Low
Income Housing Program is operated underan Annual Contributions Coentract (ACC) with HUD,
and HUD provides operating subsidies to enable the Authority to provide the housing at a reat
that is based on 30 peréent of household income. GHURA entered into an ACC which allowed
the Authority to develop and operate a Low-Income Housing Program. Since that time, nine
projects were developed: Guam 1-1 through 1-9. These completed projects provided a total of
750 units, of which, 719 units or 96% wére leased as of September 30, 2007. ' These properties
are modernized under HUD's Capital Funds Program.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Notes to Combined Financial Statements
September 30, 2007
Summary of Significant Accounting Policies, confinued
Major Enterprise Funds, continued
Housing Choice Voucher Program

The Housing Choice Voucher Program is funded by HUD. The principal purpose of the

-program is to enable lower income families to reside in €xisfing privately owned housing.

Assistance is calculated according to family needs and paid directly to the dwelling owner.
GHURA was authorized by HUD to approve housing assistance payment contracts for 2,513
dwelling units, of which, 2,548 were leased or 101% as of September 30, 2007.

HOME Investment Partnership Program

This grant program is designed to increase homeownership and affordable housing
opportunities for low- and very low-income Americans. The HOME program funds are used
to provide incentives to develop and support affordable rental housing and homeownership
affordability through the acquisition, new construction, reconstruction, or rehabilitation of
non-luxury housing with suitable amenities, among others.

Public Housing Capital Fund Program

The Capital Fund Program Grant accounts for modernization funds received from HUD for
capital improvements, major repairs, management improvements, operational costs and
related planning costs to improve the physical quality of low-income housing. Upon
completion of major capital improvement, the assets are transferred to the Low Income
Housing. ?rogram

Nen-Major Enterprise Funds
Supportive Housing for the Elderly

The  Supportive Housing for the Elderly project is designed to provide housing
accommodations for elderly residents of Guam. The land on which this project was built was
donated by the Government of Guam at an appraised value of $1,380,000. The project
officially commenced operations in March 1980. Rentals are subsidized through the
Department of Housing and Urban Development®s Section 8 program.

Supportive Housing Program
This program is designed to promote the development of supportive housing and supportive
services, including innovative approaches to assist homeless persons in the transition from

homelessness, and to promote the provision of supportive housing to Homeless persons so
they can live as independently as possible.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Notes to Combinedfinancial Statements
September 30, 2007

Summary of Significant Accounting Policies, continued

Non-Major Enterprise Funds, continued

Shelter Plus Care

This program links rental assistance 1o supportive services for hard-to-reach homeless,
persons with disabilities, primarily those who are seriously mentally ill, and have chronic
substance abuse problems, or have acquired immunodeficiency syndrome (AIDS) and their
families if they are also homeless.

Resident Opportunity and Supportive Services

This grant program is funded by HUD to assist reé’idents in the process of moving from
welfare to work.

Emergency Shelter Grant Program

This program provides grants to help increase both the number and quality of emergency
shelters for homeless individuals and families, to operate these facilities and provide essential
supportive services, and to help prevent homelessness.

Economic, Social and Political Development of the Territories (Compact Impact)

This program is fuaded by the U.S. Department of the Interior to promote the economic,

social and political development of the territories and freely associated states, leading toward
greater self-government and self-sufficiency for each of them. In addition, Federal funding is

~ provided for capital improvement programs and technical assistance to the insular areas

including the Territory of Guam.
Health Care and Other Facilities Grant
This program is funded by the U.S. Department of Health and Human Services to construct,

renovate, expand, equip or modemize non-acute hezlth care facilities and other health care
related facilities,
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Notes to Combined Financial Statements
September 30, 2007

Summary of Significant Accounting Policies, confinued
Other Enterprise Funds

The following fimds were determined to be non-tmajor enterprise funds for the year ended
September 30, 2007:

Local Funds

CGHURA is also charged with administrative oversight responsibility for a variety of
community projects as established and funded by the Government of Guam through
contributions and local grants-in-aid.

Other Funds

Other funds consist primarily of local projects that have been completed and have undergone
a final close out audit. Such projects include disaster rehabilitation for Typhoon Pamela,
Yona and Sinajana Urban Renewals, and neighborhood facilities constructed in Agat and
Sinajana.

Revolving and Trust Funds

These funds function primarily to facilitate cash management for all funds.

The basic financial statements of the Guam Housing and Urban Renewal Authority have been
prepared in conformity with accepted accounting principles generally accepted in the United
States of America (GAAP) as applied to government units. The Governmental Accounting
Standards Board (GASB) is the accepted standard-setting body for establishing governmental
accounting and financial reporting principles. Significant accounting policies die déscribed
below.

b) Reporting Entity

The administration and operation of GHURA is under the control of 2 seven-member Board

- of Commissioners appointed by the Governor of Guam with the advice and consent of the

Legislature with one of the seven members being a resident of the Public Housing program,
elected by the residents and appoinied by the Governor. The Authority is not financially
dependent on the Government of Guam’s general fund but is considered a component unit of
the Government of Guam. The Authority has no component units to be réported in
accordance with GASB Statement No. 39, Determining Whether Certain Organizations are
Component Usits.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Notes to Combined Financial Statements
September 30, 2607

Summary of Significant Accounting Policies, continued
¢) New Accounting Standards

In April 2004, GASB issued Statement No. 43, Financial Reporting for Postemplayment
Benefit Plans Other Than Pension Plans. This Statement establishes uniform financial
reporting for other postemployment benefit plans by State and Local governments. The
provisions of GASB Statement No. 43 are effective for reporting periods beginning after
December 15, 2067. The Authority does not believe that the implementation of this
Statement will have a material effect on its financial statements.

In June 2004, GASB issued Statement No. 45, Accounting and Financial Reporting by
Employers for Postemployment Benefits Other Than Pensions. This Statement establishes
standards for the measurement, recognition, and display of other postemployment benefits
expenses/expenditures and related liabilities, note disclosures, and, if applicable, required
supplementary information in the financial reports of State and Local governmental

‘employers. The provisions of this Statement are effective for reporting periods beginning

after December 13, 2008. The Authority does not believe that the implementation of this
Statement will have a material effect on its financial statements.

In December 2004, GASB issued Statement No. 46, Ner Assets Restricted by Enabling
Legislation — an amendment of GASB Statement No. 34, which will be effective for the
Authority beginning with its fiscal year ending September 30, 2007. The provisions of this
Statement clarifies that a legally enforceable enabling legislation is on that a party external to
a government, such as citizens, public interest groups or the judiciary, can compel a
government to honor. The Authority implemented this Statement during the fiscal year
ending September 30, 2007.

In June 2005, GASB issued Statement No. 47, Accounting for Termination Benefits. This
Statement establishes guidance for State and Local governmental employer on accounting
and financial reporting for termination benefits. These benefits include incentives for
voluntary terminations (e.g., early retirement window programs) and severance payments
with respect to involuntary terminations. The provisions of this Statement are effective for
reporting periods beginning after June 15, 2005. The Authority does not believe that the
implementation of this Statement will have a material effect on its financial statements.

GASB Statement No. 48 - In September 2006, the GASB issued Statement No. 48, “Sales
and Pledges of Receivables and Futwre Revenues and Intra-Entity Transfers of Assets and
Future Revenues”. This statement addresses accounting and financial reporting standards for
transactions where governments exchange au interest in their expected cash flows from
collecting specific receivables or specific future revenues for immediate cash payments. This
statement establishes criteria and reporting standards regarding the exchange as either a sale
or collateralized borrowing, resulting in a liability. This statement i8 not effective until June
30, 2008. The Authority has not determined its effect on the financial staternents.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Notes to Combined Financial Statements
September 30, 2007

Summary of Significant Accounting Policies, continued

New Accounting Standards, continued

GASB Statement No. 49 - In November 20006, the GASB issued Statement No. 49,
“Accounting and Financial Reporting for Pollution Remediation Obligations”. This
statement addresses accounting and financial reporting standards for pollution (including
contamination) remediation obligations, which are obligations to address the cwrent or
potential detrimental effects of existing pollution by partitipating in pollutién remediation
activities such as site assessments and cleanups. This statement is not effective until June 30,
2009. The Authority has not determined its effect on the financial statements.

GASB Statement No. 50 — In May 2007, the GASB issued Statement No. 50, “Pension
Disclosures — an amendment of GASB Statements No. 25 and No. 277. This statement more
closely aligns the financial reporting requirements for pensions with those for other
postemployment benefits (OPEB) and, in doing so, enhances information disclosed in notes
to financial statements or presented as required supplementary information (RSI) by pension
plans and by employers that provide pension benefits. This statement is not effective until
June 30, 2008. The Authority has not determined its effect on the financial statements,

GASB Statement No. 51 — In June 2007, the GASB issued Statement No. 51, “Accounting
and Financial Reporting for Intangible Assets”. This stalement establishes accounting and
financial reporting standards for many different types of assets that may be considered
intangible assets, including easements, water rights, timber rights, patents, trademarks, and
computer software. This statement is not effective until June 30, 2010. The Authority has
not determined its effect on the financial statements.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Notes to Combined Financial Statements
September 30, 2007

Suvunary of Significant Accounting Policies, continued
d) Fund Financial Statements

The accounts of GHURA are organized and operated on the basis of funds and grant
programs. Fund financial statements report detailed information about the Authority. Each
fund is accounted for by providing a separate set of self-balancing accounts, which constitute
its assets, liabilities, net assets, revenues, and expenses. The focus in of the fund financial
statements is on major funds rather than reporting funds by type. Each major fund is
presented in a separate column. Non-major funds are aggregated and presented in single
separate columns to distinguish between federal and local funds, Fund accounting segregates
funds according to their intended purpose and is used to aid management in demonstrating
compliance with finance related legal and contractual provisions.

A fund is considered major if it is the primary operating fund or if the total assets, liabilities,
revenues, or expenses of that individual enterprise fund are at least 10% of the corresponding
total for all enterprise funds.

e) Basis of Accounting

The Authority has elected to use proprietary fund types as its principle reporting. Proprietary
funds are accounted for on the flow of economic resources measurement focus and use the
accrual basis of accounting. Under this method, revenues are vecorded when earned and.
expenses are recorded when a liability is incurred, regardless of -the timing of related cash
flows. GHURA's proprietary funds are enterprise funds used to account for those operations
that are financed and operated in a manner similar to private business or where GHURA has
decided that the determination of revenues earned, costs incurred and/or met income is
necessary for management accountability. Depreciation of assets is recognized in the
statements of revenues, expenses arnd net ‘assets. All assets and liabilities that are associated
with the operation of the Authority are included in the statement of net assets. The principal
operating revenues of the Authority are operating subsidies and administrative fees received
from HUD and rental revenues received from residents, Grants and similar items are
recognized as revenue as soon as all eligible requirements have been met. Gains from sale of
capital assets are included in operating revenues. Other expenses for the Authority include
the cost of operating housing units, administrative expenses, depreciation and loss from sale

~of capital assets. Housing assistance payments from HUD are received by the Authority for

each unit rented to qualified tenants in the public housing and Section 8 programs.

Under GASB Statement No. 20, Accounting and Financial Reporting for Proprietary Funds
and Other Governmental Entities thar Use Proprietary Fund Accounting, all proprietary
funds must follow Financial Accounting Standards Board (FASB) issued on or before
November 30, 1989. However, subsequent to that date, proprietary funds must choose (1) not
apply all new FASB Standards (including amendments of earlier pronouncements), or (2) fo
continue to follow all new FASB pronouncements (unless they conflict with GASB
guidance). The Authority has chosen to apply new FASB standards subsequent to. November
30, 1989. '

41



(D

GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Notes to Combined Financial Statements
September 30, 2007

Summary of Significant Accounting Policies, continued
f} Budgets

Budgets are adopted for applicable enterprise funds on a basis consistent with generally
accepted accounting principles. GHURA is not legally required to adopt budgets for such
funds. However, GHURA has contractual requirements to adopt budgets for applicable HUD
PLOSTAmS.

The Authority’s governing body, the Board of Commissioners, adopts budgets on a program
or fund level basis. These budgets are submitted by the Authority’s Executive Director, and
approved by resolutions of the Board of Commissioners. The Authority is segmented into
divisions and/or cost centers. These organizational units, individually and collectively, are
expressed financially by program or fund source and budgets are developed annually for 12
month terms, which begin October 1% and ends September 30™ of fiscal each year.

Annual budgets are adopted for all enterprise funds. Throughout the fiscal year, the
Authority monitors and evaluates expenditures rates and patterns. However, timely notice is
not given to execuiive management regarding forthcoming changes in objectives or other
conditions that may cause significant variations from approved budget defined plans.

The Authority’s Board of Commissioners may authorize amendments to the budget based on
the availability of financial resources. Formal budget revisions are authorized in the same
manner as original budget submissions. When necessary, all HUD grant program revisions
are submitted to HUD for required approval. During 2007, several budget revisions were
necessary and the final Authority-wide budgets to actual amounts were not provided for
financial statement presentation.

g} Cash and Investments

For purposes of the statement of cash flows, the Authority considers cash to be cash on hand,
cash in checking and savings account and time certificates of deposit with original maturities
of less than three months.

GHURA's investments consist solely of restricied and unrestricted bank certificates of
deposit with original maturities of more than three months. Time certificates of deposit with
initial maturities. of less than three months are included in cash and cash equivalents.
Investments are stated at amortized costs including acerued interest,

All of GHURA’s certificates of deposit and bank accounts are held with FDIC insured banks.
GHURA maintains collateralization on all bank accounts and certificates of deposit. Of
GHURA’s cash and investment accounts, approximately $17,009,741 is subject to coverage
by the Federal Deposit Insurance Corporation (FDIC).
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Summary of Significant Accounting Policies, continued
h) Interfund Receivables/Payables

During the course of operations, numerous transactions occur between individual funds and
programs for goeds and services rendered. The balances of these receivables/payables at
September 30, 2007 are classified as due from other funds or due to other funds and are
eliminated on the statement of net assets for financial staiement presentation.

i) Inventories
Inventories are stated at the lower of weighted average cost or market (net realizable value).
7} Prepayments

Payments made to vendors for services that will benefit periods beyond September 30, 2007
are recorded as prepaid items.

k) Restricted Assets

Certain assets are classified as restricted because of the specific nature and purpose of their
existence.

) Capital Assets and Depreciation

All capital assets with a value greater than $5,000 and a useful life over one year are
capitalized. Capital assets are stated at cost or at estimated historical cost if actual historical
cost is not available except for certain parcels of land donated by the Government of Guam,
which are recorded at the estimated fair market value at date of donation.

The cost of maintenance and repairs is charged to operations as incurred and. improvements
are capitalized. Depreciation of capital assets is computed using the straight-line method
over the estimated useful lives of the assets. Property and equipment items for the Supportive
Housing for the Elderly are stated at cost, while property that was donated is carried at
appraised value. Property and equipment items for this project are depreciated utilizing
straight-line method over their estimated useful lives. Assets are depreciated using the
following depreciation guidelines: ' ' -

Category Useful Life
Buildings 40
Equipment 5
Furniture and fixtures 7
Vehicles 5
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Sumimary of Significant Accounting Policies, continued

Upon retirement or other disposition of capital assets recorded, the cost and related
accumulated depreciation are removed from the respective program’s or fund’s accounts and
any gain or loss is included in the respective program’s or fund’s current operations. The
Authority also has other assets, which consist primarily of property inventory under the Local
Funds programs. Additionally, other assets include deferred charges, developmental costs;
management improvements, and dwelling and non-dwelling costs from other various
projects. |

m) Other Real Estate

Other real estate consists primarily of land transferred from the Government, of Guam to the
Authority to construct 500 single-family homes under the GHURA 500 Low Cost Housing
Project. This property is recorded at the fair value less estimated selling cost. Valuations are
periodically performed by management and property held for sale is carried at the fower of
new cost basis or fair value less cost to sell. Impairment losses on property to be held and
used are measured as the amount by which the carrying amount of the property exceeds its
fair value. Costs of significant improvement are capitalized, whereas costs relating to holding
property are expensed. '

n) Compensated Absences

Earned employee vacation due is accrued at year end for financial statement reporting
purposes. Included in the accounts payable and accrued liabilities at September 30, 2007 are
amounts related to compensated absences earned but unused. The amounts are included asa
component of operating expense in the Statement of Revenues, Expenses and Changes in Net
Assets. As of September 30, 2007, accrued earned compensated absences totaled $497,868.

Pursuant to Public Law 26-86, employees under the Defined Contribution Retirement System
(DCRS) plan, upon their retirement, will be paid by its émployer a lump sum payment of
their unused sick leave up fo fifty percent. At September 30, 2007, the total amount of
unused sick leave for members under the DCRS plan was $259,526 of which 50%, or
$129,763 was accrued in the accompanying financial statements.

a) Administrative and General Expenses

Certain operating facilities and materials used by the programs are shared with other
programs. Costs associated with these facilities and materials are accumulated and paid by a
ceniral disbursement fund which allocates such costs to the various programs based on each
program’s pro rata share of payroll hours.

p) Accounts Receivabies — Tenants

The Authority recognizes bad debts using the allowance method and is only written off after
approval by management and subsequent reporting to the Board of Commissioners.
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Summary of Significant Accounting Policies, continued
q) Noncurrent Liabilitics

Noncurrent labilities include principal amounts of notes payable; and estimated amounts for
accrued compensated absences for annual and sick leave eatned by employees.

r) Net Assels

Net assets represent the residual interest in the Authority’s assets after liabilities are deducted
and consist of three categories: net assets imvested in capiial assets, net of related debt;
restricted and unrestricted. Net assets invested in capital assets, net of related debt include
capital assets, restricted and unrestricted, net of related accumulated depreciation, reduced by
-outstanding debt. Net assets are reported as restricted when constraints are imposed by third
parties, grantors or enabling legislation. The Authority™s restricted are net assets expendable.
All other net assets are unrestricted.

s} HUD Subsidies and Contributions

Subsidies and contributions from HUD are received periodically and represent the most
significant source of revenues and contributed capital to the Authority. The terms of these
subsidies are defined .in various Consolidated Annual Contributions Contracts. HUD
subsidies for ongoing operations and housing assistance payments for each unit rented fo
qualified tenants are recorded as operating grant revenies in the accompanying Statement of
Revenues, Expenses and Changes in Net Assets. HUD -contributions for project acquisition
and development or modernization are recorded under nonoperating revenues as capital
grants in the accompanying Statement of Revenues, Expenses and Changes in Net Assets.

t) TFenant Rental Income

Revenue from rental charges to residents is recognized ratably over the terms of the lease
agreements, which are generally orni a month-to-month basis or 12 month period.

The allowance for doubtful accounts is determined based on management estimates. While
management believes the amount is adequate, the ultimate uncollectible balance may differ
from the amounts provided.

1) Deferred Revenues

The Authority reports deferred revenues on its Statement of Net Assets. Deferred revenues
arise when resources arrive before the Authority has legal claim for them, such as when
federal award money is received before the qualifying expenditure is made. In the
subsequent period, when the Authority has a legal claim to the resources, the liability for
deferred revenue is removed from the Statemment of Net Assets, and the revenue is recognized.

v} Income Taxes

Income derived or generated by the Authority is not subject to federal income tax pursuant fo
Internal Revenue Code Section 115. The Authority is exempt from local property taxes.
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Summary of Significant Accounting Policies, continued
w) Useof Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilifies at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual resnits could differ
from those estimates.

Cash and Investments

Cash and cash equivalents and investments at September 30, 2007 consist of the following:

2007
Cash on hand and due from banks £14,123,986
Investments 2,889,932
$17,013,068

Of the above cash and cash equivalents and investments, $8,858,640 was restricted for at
September 30, 2007. Refer to Note 3 for further discussion on restricted cash, cash
equivalents and investments.

The deposits and investment policies of the Authority are governed by 5 GCA 21,
Investments and- Deposits. Legally authorized investments include securities issued or

- guaranteed by the U.S. Treasury or agencies of the United States government; demand and

time deposits in or certificates of, or bankers’ acceptances issued by, any eligible financial
institution; corporate debt obligations, including commercial paper; certain mouey market
funds; state and local government securities, including municipal bonds; and repuichase and
investment agreements.

With the exception of investments in U.S. government securities, where are explicitly
guaranteed by the United States government, all other investments must be rated Aal/P-1 by
Moedy’s.
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Cash and Investments, continued

A. Deposits

GASB Statement No. 3 requires government entities o categorize deposits fo give an
indication of the level of credit risk assumed by the entity at year-end based on the following
cdtegories: '

Category 1 Deposits that are federally imsured or collateralized with
securities held by the Authority or its agent in the Authority’s
name;

Category 2 Deposits that are uninsured but fully collateralized with securities

held by the pledging financial institution’s trust department or
agent in the Authority’s name; or

Category 3 Deposits that are collateralized with securities held by the
pledging financial institution’s trust department or agent but not
in Authority’s name and non-collateralized deposits.

GASB Statement No. 40 amended GASB Statement No. 3 to in effect eliminate disclosure.
for deposits falling into categories 1 and 2 but retained disclosures for deposits falling under
category 3. Category 3 deposits are those deposits that have exposure fo custodial credit risk.
Custodial credit risk is the risk that in the event of a bank failure, the Authority’s deposits
may not be returned it. Such deposits are not covered by depository insurance and are either
uncollateraiized with securities held by the pledging financial institution or held by the
pledging financial institution but not in the depositor-government’s name. The Authority has
an investment and deposit policy for custodial credit risk. For deposits, a general depository
agreement pursuant to HUD regulations must be executed by the Authority and the
depository. The depository bank miust be a bank or financial institution whose deposits are
insured by FDIC, Federal Savings and Loan Insurance Corporation or the National Credit
Union Administration and all deposits must be fully collateralized by U.S. securities,

For credit risk in the case of deposits, there is the risk that in the event of a bank failure, the
Authority's deposits may not returned to it. As of September 30, 2007, the carrying amount
of the Authority’s total cash and cash equivalents was $17,013,968 with a corresponding
bank balance was $17,009,741 is insured by the Federal Deposit Insurance Corporation or
fully collateralized by securities held by a trustee in the name of the financial institution. As
of September 30, 2007, bank deposits in the amount of $100,000 were FDIC insured.
Accordingly, these deposits are exposed to custodial credit risk.
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(2)  Cash and Investments, continued
B. Investments:

GASB Statement No. 3 previously required government entities to present deposit risks in
terms of whether the deposits fell into the following catcgories:

Category 1 Investments that are insured or registered, or securities held by
the Authority or its agent in the Authority’s name;

Category 2 Investments that are uninsured and unregistered for which the
securities are held by the counterparty’s trust department or agent
in the Authority’s name; or

Category 3 Investments that are uninsured and unregistered, with securities
held by the counterparty’s trust department or agent but not in
Authority’s name.

GASB Statement No. 40 amended GASB Statement No. 3 to in effect eliminate disclosure
for deposits falling into categories 1 and 2 and provided for disclosure requirements
addressing other common risks of investmenfs such as credit risk, interest rate risk,
concentsation of credit risk, and forgign currency risk. 'GASB Statement No. 40 did refain
and expand the element of custodial risk in GASB Statement No. 3. As of September 30,
2007, the Authority did not have any investments subject to GASB Statement No. 40. The
Authority’s investments are in certificates of deposits placed with FDIC irsured financial
institutions and are all collateralized by US securities. '

Credit risk for investments is the risk that the issuer or other counterparty to an investment
will not fulfill its obligations. The Bank of Guam manages various special funds and invests
securities in U.S. Treasuries, U.S. Agencies and Money Market Funds. The U.S, Treasuries
are backed by the full faith and credit of the U.S. Government. While Agencies do have the
same backing, they are implied to have the backing of the U.S. Government.
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Restricted Cash

Supportive Housing for the Eiderly

In accordance with the Farmers Home Administration loan covenants, the Authority is
required to maintain a reserve account of $168,600 to be held as collateral for loan reserves.
Of this amount, no less than 50%, or $84,300, shall be maintained in cash, The rémaining
50% may be deposited or invested in time certificates of deposit which must be insured by
the. Federal Deposit Insurance Corporation. As of September 30, 2007, GHURA had
$190,264 and $193,483 in a restricted cash account and in time certificates of deposit,
respectively, for the Supportive Housing for the Elderly. Interest income earned is reinvested
when related time certificates of deposit mature.

Section 8 HCV and Low Rent Housing

An escrow accouni has been established for Section 8§ and Low Rent Public Housing
participants in the Family Self-Sufficiency program (FSS). A portion of rent paid by
residents participating in this program is held from them until the participating family meets
individually established self-sufficiency goals. The escrow amount is remitted to the head of
household upon completion of their specific work plan or 30 percent of the family’s monthly
adjusted income equals or exceeds the appropriate fair market rent. Escrows are
nonrefundable if the family leaves the program. Interest is accrued on the account. For the
year ended September 30, 2007, FSS escrow amounts held by the Authority for the Section 8
and Low Rent Public Housing participants in the FSS program totaled $642,85% and $94,905,
respectively.

The Section 8 HCV program also has restricted cash of $7,184,266, which represents housing
assistance payiment (HAP) revenue that has accumulated since January 1, 2005. HUD PIH
Notice 2006-03 required that excess (unused) HAP funding received in excess of related HAP
expenses, from the above date be recognized as revenue, and that the accumulated revenue
{HAP equity) be segregated as part of uridesignated fund balance. Upon further clarification
by HUD in PIH Notice 2008-09, which was issued on Januvary 30, 2008, concerning the
implementation of the aforementioned notice, the associated cash related to the
aforementioned HAP equity under proprietary fund reporting should be reported as restricted.
These funds are available only for certain eligible HAP expenses and not for program
administrative purposes. This amount also represents HAP restricted equity balance as of
September 30, 2007,

The-Low Rent Housing program also has additional restricted cash funds totaling $646,640,
which consists primarily of a separate, HUD approved typhoon coverage self-insurance fund.
Based on the terms of the self-insurance agreement with HUD, the Authority would need
HUD’s approval for any withdrawal and expenditure of these funds. As of September 30,
2007, there was a balance of $600,831 n the self-insurance account.
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Loans Receivable

Loans receivable consist primarily for first time homebuyers under the Authority’s Down
Payment and Closing Cost Assistance Program to provide assistance to eligible residents to
purchase or cofistruct a primary owner-occupied dwelling. The loans are intergst free loan
and with 2 maximum loan amount of the lesser of $18,000.00 or 18% of the purchase price
and are collateralized by second mortgages on real estate and consist of the following:

2007
Due in varying monthly installments, interests free,
with maturities to 2026, including loans $ 1,060,475
Less current portion (35,994}
$ 1,004,481

Interfund Receivable/Payable Accounts

GHURA maintains interfund receivable and payable accounts for all housing projects and
funds that it administers and reports interfund transfers befween many of its funds.  The
outstanding balances between funds result mainly from time lags between the date that 1)
interfund goods and services are provided or reimbursable expenditures occur; 2) fransactions
are recorded in the accounting system; and 3) payments between funds are made.  The
amount$ payable to the revolving fund are expected to be collected in the subsequent year. In
accordance with GASBS No. 38, account balances for inter-fund activities were eliminated
for financial statement reporting purposes. The composition of the inter-fund receivable and
payable balances as of September 30, 2007 is as follows:

Due from other Due to other Recgi;ble
Funds Funds (Payable)
CDBG $ 404,754 $ 585297 3 (180,543)
Low Income Housing 569,436 572,712 (3,276)
Section § Programs - 2,019,903 (2,019,903)
Capital Fund Project - 42,485 (42,485)
HOME 91,873 422,566 (330.693)
Non-Major Enterprise Funds 9,313 605,261 (595,048).
Other Enterprise Funds 6,282,783 3,100,935 3,172,848

Net Interfund balances ~ § 7.358,159 § 7,358,159 $ -
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{6) Other Real Estate

The Government of Guam transferred 5 parcels of land to the Authority to constmct 500
single-family homes under the GHURA 500 Low Cost Housing Project. Upon completion of
the construction and the Authority’s conversion from other comprehensive basis of
accounting (HUD accounting) to GAAP, the estimated value per house based on the
development cost incurred totaled $34,653. As of September 30, 2007, the Authority had one
hundred twenty-one (115) lots in its inventory with an estimated value of $3,985,093,

(7) Capital Assels

A summary of changes in capital assets for the year ended September 30, 2007 is as follows:

Balance Transfers Balance
94302006 Additions Disposals 9/30/2007
Land $ 3,675,882 % - 8 - 8 3,675,882
Structures 75,540,535 1,878,702 .- 77.419.237
Furniture, Fixtures and Bquipment 2.788.035 360,639 - 3.148.674
82,004,452 2,239,341 - 84,243,793
Less: Accwmulated depreciation (49.013.566) (2,476,546} - (51,490,112}
Net Capital Assets $ 32090886 $ . (237.20%8) % - 8 32,753,681
Balance Transfers Balance
9£30/2005 Additions Disposils 9/30/2007
Land 5 3,676,641 & - 3 {(7159) % 3,673,882
Structures 74,728,533 811,982 - 75,540,535
Furniture, Fixtures and Equipment ‘2,682,322 105.713 - 2,788,035 _
81,087,516 917695 (739 82,004,452
Less: Accumutated depreciation {46,553,461) (2,460,105 - {49,013,566)
Net Capital Assets $ 34,534,055 $ {1,542410) $ (7159) § 32,990,886
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(8) Notes Payable — Non-HUD

GHURA borrowed funds from an entity other than HUD to finance the construction of the
elderly housing project, as follows:

Due to USDA 'Rurzi’i Development, interest at
6%, principal and interest thereon payable at
$10,540 per month, maturing in April 2030,

(Supportive Housing for the Elderiy) $ 1,517,799
Less current portion 36,252
Long-term portion of note payable 3 _1.481 547

Maturities of long-term debt are as follows:

Year ending Total
September 30 Principal Interest Debt Service
2008 $ 36,252 $ 90,228 $ 126,480
2009 38,000 88,480 126,480
2010 41,000 83480 126,480
2011 43,000 83,480 126,480
2012 46,000 80,480 126,480
2013 through 2017 271,000 355400 632,400
2018 through 2022 373,000 259,400 632 400
2023 through 2027 504,000 128,400 632,400
2028 through 2030 159,547 6,329 165,376

$ _1,517.7%9 5 1177677 $ 2,695476
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Noncurrent Liabilities
Noncurrent liability activity at September 30, 2007 was as follows:
Outstanding Outstanding
Balance Balance
09/30/06  Incresses Decreases 09/30/07 Current Noncurrent
Note payable $ 1552356 § - 334,557 $1,517.799 § 36252 §$1.481,547
HUD setilement - [,255.432 - 1,255432 1,113,520 41512
Other liabilities 94,608 - ( 94,608) - - -
Compensated
Absences 376451 216.025 (94.608) 497.868 224970 272.898
$2.023.415 51471457 (5.223.773) $3271.099 $1374742 §1.896.357
Outsfanding Outstanding
Balance Balance .
09/30/05 Incresses Decreases 09/30/06 Crurrent; Noncurrent
Note payable $1.585597 $ - (5 33241) $1,552356  $ 34,000 $ 1,518,356
Other liabilities 86,074 8,534- - 94,608 - 94,608
Compensated i
Absences 282,500 121,176 {27.225Y 376451 155.165 221.286
$1.954171 $. 129710 (8 60466) $2.023.415 $ 189165 $ 1834250
HUD Contributions Earned « HAP

HUD contributions earned by GHURA consist of housing assistance payments and an
administrative fee. For fiscal year 2007, the administraiive fee was a fixed amount at
approximately $125,224 per month. The Authority earned an administrative fee totaling
$1,502,684 for the fiscal year ended September 30, 2007.
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Net Assets - Section 8 Housing Choice Vouchers (HCV)

Beginning with the fiscal year ended September 30, 2007, HCV program equity is composed
of Administrative Fee Equity and HAP Equity. Administrative Fee Equity, which consists of
administrative fees earned in excess of program administrative expenses and can be utilized
for administrative costs for the program or additional HAP to eligible families. HAP Equity,
which represents excess HAP budget authority disbursed to the Authority that is not utilized
to assist families and can be used only for HAP payments to eligible families.

As of September 30, 2007, the Authority’s Section 8 HCV net assets were comprised as
following:

Balance at Nt Ralance at
9/30/06 Change 9/30/07

Administrative Fee Equity:
Invested in capital assets, net of related debt  § 134,966 £ (3749 $ 1327

Unrestricted net assets 6,983,860 (6,111,478) 872,382

Total Administrative Fee Equity 7,118,826 {6.113,227) 1,003,599
HAP Equity:

Restricted net assets _ - 7,184,266 7,184,266

Total Housing Choice Voucher Equity $7.118,826 $1.069,039 $ 8,187,865

Conunitments

Housing Assistance Payments

At September 30, 2007, GHURA had spproximately 2,548 voucher contracts with dwelling
owners, all of which are funded for a period of twelve months. The entire amount of
assistance payments committed under these contracts will be funded by HUD.

Community Development Block Grant

GHURA entered into a memorandum of agreement with the Government of Guam’s
Department of Public Health and Social Services effective January 25, 2006 to provide
construction and procurement management and administration of the Northern Region
Community Health Center (NRCHC) expansion and renovation project. The NRCHC is an
eligible activity and meets the CDBG program’s National Objectives pursuarit to 24 CFR Part
570. GHURA has agreed to provide up to $980,000 from its CDBG funds for payment of the
architectural and engineering design and renovation, construction monitoring for the NRCHC
construction and expansion project whose total estimated construction cost is $960,000.
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Commitments, continued

Local Funds

Proceeds from the sale of property in the amount of $460,000 have been committed for use in
a construction project jointly agreed to by GHURA and the Government of Guam, As of

September 30, 2007, $459,403 has been expended for the construction project.

GHURA 500 proceeds in the amount of $320,000 have been restricted pending notification
from the Government of Guam as fo when the amount should be remitted to the General fund.

Construction Work-in-Progress

GHURA has entered into development stage contracts for certain programs. Unliquidated
contracts as of September 30, 2007, are as follows:

Contract Unliquidated
Amount Liguidations Contract
Low Income Housing $ 3.127.718 % 2,640,731 $ 486,987
CDBG Grants 5,943,578 5,230,288 713,280
$ 9,071,296 $ 7.871.019 5 1200277

Employees Retirement Plan

Employees of the Corporation hired before September 30, 1995 are under the Govemnment of
Guam Employees’ Retirement System (a defined benefit, contributory pension plan).
Employees hired after September 30, 1995 are members of the Government of Guam’s
Defined Contribution Retiremeni System (DCRS). Until December 31, 1999, those.
employees who were members of the defined benefit plan with less than 20 years of service
at September 30, 1995, had the option to switch to the DCRS. Requirements of both plans
are established by Title 4 Guam Code Annotated, Chapter 8, Articles 1 and 2.

The Defined Benefit Plan (DB) and the DCRS are administered by the Government of Goam

Retirement Fund, to which the Corporation contributes based upon a fixed percentage of the
payroll for those employees who are members of the Plan.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Notes to Combined Financial Staternents
September 30, 2007

Employees Retirement Plan, continued

As a result of the most recent actuarial valuation performed as of September 30, 2003, 2004,
2003, the annual actuarially required contribution rates for the years ended September 30,
2007, 2006 and 2005, respectively, have been determined as follows:

2007 2006 2005

Normal Cost (as % of DB Plan payroll) 18.21% 17.83% 18.30%
Employee contributions (DB Plan employees) 9.50% 9.50% 9.50%
Employer portion of normatl cost

(% of DB Plan payroll) 871% 8.33% 8.80%
Employer portion of normal cost (% of total
payroll) 6.81% 4.64% 4.96%
Unfunded Hability costs, as % of total payroli 20.67% 21.36% 19.93%
Government contribution as % of DB Plan payroll 27.48% 26.00% 24.89%

The statutory contribution rates as a percent of the DB payroll is as follows:

2007 2006 2005
Employer rate 22.94% 21.81% _2081%
Employee rite: 9.50% 9.50% _9.30%

The plan utilized the actuarial cost method termed “entry age normal”. Significant valuations
assumptions for years ended September 30, 2003, 2004 and 2003 were as follows:

Inferest raie and rate of return 7.0%
Payroll increases 3.5%
Salary increases 40% - 83%

The unfunded liability is being amortized as a level percentage of total payroll through May
1, 2031.

The actuarial valuations performed as of September 30, 2003, 2004 and 2003, did not provide
a breakdown of actuarial present value of vested and non-vested accumulated plan benefits by
sponsor or net assets available for benefits by sponsor. If the actuarial valuation were
performed for the Corporation as a seéparate sponsor, the dccrued unfunded liability at
September 30, 2007 and 2006 may be materially different than that recorded in the
accompanying financial statements,

Contributions in the DCRS by members are based on an automatic deduction of 5% of the
member’s regular base pay. The contribution is periodically deposited into an individual
annuity account within the DCRS. Employees are afforded thé opportunity to select from
different annuity accounts available-under the DCRS.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Notes to Combined Financial Statements
September 30, 2007

Employees Retirement Plan, contifzﬁed

Statutory employer coniributions into the DCRS for the vears ended September 30, 2007 and
2006 are determined using the same rates as the DB plan. Of the amount contributed by the
employer, only 5% of the member's regular base pay is deposited in the member’s individual
apnuity account, The remaining amount is contributed towards the unfunded liability of the
defined benefit plan.

Members of the DCRS who have completed five years of government service, and have
attained the age of 55 years at termination, have a vested balance of 100% of both member
and employer contribuions plus any eamings thereon.

For the year ended September 30, 2007, the retirement expense contribution was
$352,176 and $450,718 for the DB and DCRS Plans, respectively.

For additional information on the Government of Guam Retirement Fund, inquiries may be
addressed to the Director of the Government of Guam Retirement Fund, 424 A Route 8,
Maite, Guam 96950.

Risk Management

The Authority is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; operation liability, errors and omissions, employee injuries and
illnesses; employee health, dental and accident benefits and natural disasters. The Authority
maintains commercial insurance to provide for claims arising from most of these risks except
for typhoon insurance,

Beginning in fiscal year 2003, the Authority decided to stop carrying commercial insurance
for typhoon coverage because it was cost prohibitive. A typhoon insurance coverage waiver
was granted by HUD provided that the Authority establish and maintain a separate typhoon
coverage escrow account in which it will deposit.$200,000 annually until the account balance.
reaches a minimum of balance of $1 miltion. HUD must approve each draw against the
typhoon coverage escrow account. When funds are used to pay typhoon claims, the
Authority must replenish the escrow account on an annual basis to mainfain the $1 million
minimum balance. As of September 30, 2007, the Authority had deposited $600,000 into the
typhoon coverage escrow account.

There were no material losses sustained as a result of GHURA's risk management practices.
5 g D
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Notes to Combined Financial Statements
September 30, 20067

Contingencies

Federal Award Programs

The Authority participates in a number of federal award programs for specific purposes that
are subject to review and audit by grantor agencies, namely the U.S. Department of Housing
and Urban Development. Although the Authority has been audited in accordance with the
provisions of OMB Circular A-133, these programs are still subject to financial and
compliance audits by grantor or their representatives. Such audits could lead to requests for
reimbursements to the grantor agency for expenditures disallowed under the terms of the
grant.

Litication

GHURA is subject to various claims, unlawful detainer complaints and other legal actions in
the normal course of business. GHURA consults their legal counsel whenever there is a
potential or asserted claim, and relies on the advice of counsel for direction and for
establishing reserves for potential unfavorable outcomes.

There is a claim for an adverse action appeal by the former Housing Services Manager
against GHURA before the QGuam Civil Service Commission (CSC) for wrongful
termination. The former employee is seeking reinstatement to the position held prior to
termination with all back pay and benefits restored, as well as reasonable attorneys’ fees. The
case is still pending and legal counsel asserts that there is a potential that GHURA may owe
approximately $5,000 in attorney fees and costs; however, if GHURA does not prevail, the
GHURA may owe the former employee his back pay and wages subject to mitigation. The
Authority’s legal counsel believes there is a likelihood of success that the case will be
dismissed. Therefore, no provision has been made in the accompanying financial statements
that may result from this claim.

There is a case asserting a claim of temporary and permanent restraining orders and inverse
condemmation relating to the connection by GHURA as well as Guam Waterworks Authority
and Department of Public Health and Social Services (Defendants) of a public building to a
sewer line. The plaintiffs have requested a restraining order to stop the defendants from
connecting to the sewer line, and in the event of a connection, compensation of $101,719 for
an alleged taking of their sewer line, costs of repair to the sewer line, costs of the suit and
attorney fees. The temporary restraining order issued has been litigated and the plaintiffs’
relief has been denied. The Authority’s legal counsel believes there is a likelihood of success
that the case will be dismissed. Therefore, no provision has been made in the accompanying
financial statements that may result from this claim.

There are two outstanding cases for an adverse action appeal by the former employees against
GHURA before the Guam Civil Service Commission (CSC) for suspension of employment
for a short périod of time. Legal counsel represents that these cases are not material pending
or threatened litigation and will not rise to the amount of $5,000. Therefore, no provision has.
been made in the accompanying financial statements that may result from this claim.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Notes to Combined Financial Statements
September 30, 2007

Contingencies, confinued

There is a claim for an adverse action appeal by the former Controller against GHURA. before
the Guam Civil Service Commission (CSC) for wrongful termination. The former employee
is seeking reinstatement to the position held prior to termination with all back pay and
benefits restored, as well as reasonable attomneys’ fees. A settlement was reached and
GHURA has agreed to pay $89,000 to the former employee and a provision has been made in
the accompanying financial statements as a result of this claim.

Lease Commiiments
The Authority lease office space under an operating lease with original term of two (2) years

expiring April 2010. The future minimum annual lease payments for this rental commitment
under this non-cancelable operating lease are as follows:

Year ending
September 30 Amount
2008 $ 62,959
2009 62,959
2010 20,986

$ 146,504

Rent expenée- for the year ended September 30, 2007 was $62,959 which was allocated
between the CDBG, HOME, ESG and Capital Fund programs.

Economic Dependency

Statement of Financial Accounting Standard (SFAS) No 14 requires disclosure in the
financial statements of a situation where one entity provides more than 10% of the audit
entity’s revenues, HUD provided approximately $43.9 million to the Authority, which
represents approximately 93% of the Authority’s total revenues for the year ended September
30, 2007.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Notes to Combined Financial Statements
September 30, 2007

Subsequent Events

On December 14, 2006, the Authority entered into a memorandum of agreement with the
United Siates Department of Housing and Urban Development (HUD) Statement pursuant to
the requirements of implementing a Public Housing Assessment System (PHAS). The
Agreement is effective beginning December 1, 2006 and ending November 30, 2007, unless
extended or earlier terminated by mutual consent. The Authority, as a public housing agency
(PHA), was evaluated in accordance with provisions of the PHAS and received a substandard
score for its Physical Assessment Subsystem of less than 60% as required, and was
designated a troubled PHA. Subsequent to September 30, 2007, GHURA received official
HUD notification that it had received a 72 percent passing score under the Public Housing
Assessment System (PHAS) and is now considered a Standard performing PHA and no
longer designated as a troubled agency. HUD will develop an Improvement Plan to ensure
that certain targets and strategies significant to the mission of the public housing program will
be completed by GHURA.

The Authority was cited for applying an incorrect payment standard. The Authority
erroneously established two payment standards, one with utilities and one without utilities.
The total amount of the error for recovery was $1,255,432. The Authority sought the appeal
process and to have the amount offset against the current funding. On June 21, 2007, the
Authority was notified by HUD that the full amount is payable and due. A provision has
been made in the accompanying financial statements resulting from this efror and will be paid
from the Section 8 Housing Choice Voucher equity reserves.

On December 31, 2007, the Authority received official notification of a repayment
agreement. Pursuant to the terms of the settlement agreement, the Authority paid $1,000,000
initial payment on January 4, 2008 and is making required monthly payments of $14,190
until the amount has been paid in full. The liability for the repayment is reflected as accounts
payable to HUD in the accompanying financial statements for the Housing Assistance
Payments program as follows:,

Total HUD Settlement Due $1,255.432
Less current portion 1,113,5203
$ 141,912

Maturities of the HUD settlement are as follows:

Year ending September 30, Amount
2008 $1,113,520
2609 141,912
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

LOW INCOME PUBLIC HOUSING
CFDA No. 14.850a

Statement of Net Assets
September 30, 2007
ASSETS Total
Current assets:

Cash: .
Cash - General Fund 3 249,635
Restricted Cash - FSS Escrow 04 905
Restricted Cash - other 646,640.

Total cash 901,180

Accounts receivable:

Tenants ‘ 65,374
Promissory notes 4,595
HUD 82,610
Due from other programs 569,436
Other 30,582
752,597
Allowance for doubtful accounts {54,016)

Total accounts receivable 698,581

Inventories : 125,464

Investmerits: -

General fund 962,009
Security deposits 173,729
Total investments 1,135,828
Prepaid and other current assets 338,815
Total current dssets 3,289,868
Noncurrent assets:
Capital assets:
Land 2,130,777
Buildings and improvements, at cost 61,332,729
Furniture and equipment, at cost 1,980,256
Accumulated depreciation (49,466,980)
Net capital assets 15,976,782
Total assets ‘ $ 19,266.650

The accompanying notes are-an integral part of these financial statements.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

LOW INCOME PUBLIC HOUSING
CFDA No, 14.850a

Statement of Net Assets, Continued

September 30, 2007
LIABILITIES AND NET ASSETS Total
Liabilities:
Accounts payable:
Trade b 107,450
HUD ' 362,318
Tepant security deposits 165,769
Due to other funds ' 572,712
Compensated absences, current portion 92,941
Accrued Habilities 175,740
Total accounts payable . 1,476,970
Deferred credits:
Tenants prepaid rents 4,620
Other -
Total deferred credits 4,620
Total current liabilities 1,481,590
Noncurrent labilities;
Compensated absences, net of cuirent portion 56,146
Other-- sick leave, net of current portion 53,258
Total noncurrent liabilities 109,404
Total liabilities : 1,590,994
Net assets:
Invested in capital assets, net of related debt. 15,976,782
Restricted ' : 646,640
Unrestricted 1,052,234
Total net assets 17,675,656

Total liabilities and net-assets $ 19,266,650

- The accompanying notes are an integral part of these financial statements.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

LOW INCOME PUBLIC HOUSING
CFDA No. 14.850a

Statement of Revenues, Expenses and Changes in Net Assets
Year Ended September 30, 2007

Total
Operating revenues:
Tenant rental income 5 248,986
HUD PHA Operating Grants 3,386,508
Other income 30,841
Total operating revenues 3.675,335
Operating expenses:
Depreciation 2.288,213
Administrative salaries 793,878
Ordinary maintenance - salaries 433,057
Tenant services - salaries 293,504
Other adminstrafive expenses 278,573
Ordinary repairs and maintenance 268,313
Employee benefits - administrative 234,674
Insurance 184,068
Utilities 141,088
Employee benefits - ordinary maintenance 125,476
Employee benefits - tenant services: 89,081
Legal and professional fees 80.361
Protective services 55,494
Travel _ 13,083
Compensated absences (17.716)
Bad debts recoveries (10.161)
‘Total operating expenses 5,250,086
Operating loss (1,575,65D)
Non-operating revenues:
Interest on general fund investments 44,438
Interest on restricted investments 16,330
Other income 5,329
Total non-operating revenues 60,097
Net Joss (1.515,554)
Total net assets, beginuing of year 19,191,210
Total net assets, end of year $ 17,675,656

The accompanying notes are an integral part of these financial statements.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

LOW INCOME PUBLIC HOUSING
CFDA No. 14.850a

Statement of Cash Flows
Year Ended September 30, 2007

Cash flows from operating activities:
Receipts from custoimers
Payments to suppliers
Payments to employees
Other cash receipts

Net cash provided by operating activities

Cash flows from capital and related financing activities:
Acquisition of Tixed assets

Net cash used in capital and related financing activities

Cash flows from investing activities:
Investment in time certificate of deposit

Net cash used in investing activities
Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Reconciliation of operating Ioss fo net cash
provided by operating activities:
Net operating loss
Adjustments to reconcile net loss to net cash provided by
operating activities:
Depreciation
Bad debts
{Increase) decrease in assets:
Accounts receivable:
Tenants
Promissory notes
Due from othef funds
Inventories
Prepaid and other assets
Increase (decrease) in lizbilities:
Accounts payable:
Trade payables
Due to other funds
Compensated absences
Others
Security deposits
Accrued liabilities
Deferred credits

Net cash provided by operating activities

The accompanying notes are an'integral part of these financial statements.
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Total

$ 3,348,088

{1,020,980)
{(1,951,934)
60,097

435,251

(125,110
(125,110)

{47,801
{47,801)

262,340
728,840

RN

3 (1,515,554

2,288,213
(10,161)

27,717
631)
(30,524)
34,751

13,189

2,345
(250,840)
(17.716)
(179.756)
8,131
69,600
(3.513)

5 435251
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Current.assets:
Cash:
Unrestricted
Restricted
Security deposits
Total cash

Accounts receivable:
HUD
Due from other funds
Tenants
Other i
‘Fotal accounts receivable

Restricted invesiments

Enventories

Prepaid and other current assets
Total current assets

Noncurrent asgets:
Capital assets:
Land
Buildings
Furniture and equipment
Accumulated depreciation
Capiral assets, net

Total Assets

Liabilities:
Curtent labilities:

Curmrent-portion of long-term debt

Vendors

Due:to other funds
Secarity deposits
Other p:iyab]es

GUAM HOUSING AND URBAN RENEWAL AUTHORITY

SUPPORTIVE HOUSING FOR THE ELDERLY
CFDA NO. 14.157
Statemnent of Net Assets
September 30, 2007

LIABILITIES AND NET ASSETS

Compensated absences - current portion

Accroed liabilities - other
Total current liabilities

Nencurrent fabilities:

Long-terma-deébt, net of cwrent portion

Compensated absences
Total noncurrent liabilities
Total liabilities

Net assets:

Invested capital assets, net of related debt.

Restricted
Unrestricted

Total net assels

TFotal Eiabilities and Net Assets

83

195,937
190,264
14,088

400,289

170,348
344
21,548
20,258

212,458

193,483
6,733
8,047

821,050

1,380,000

2,237,151

107,406
(1,458,283)

2,266,274

3,087,324

36252
3.2
334,268
15,008
2482
7613
3,458

602,292

1,481,347
7,976

1.489,523
2,001,815

748475
383,747

(136,713)
995.50%

3,087.324



GUAM HOUSING AND URBAN RENEWAL AUTHORITY -

SUPPORTIVE HOUSING FOR THE ELDERLY
CFDANO. 14.157
Statement of Revenues, Expenses and Changes in Net Assets
Year Ended September 30, 2007

Operating revenues:
Tenani income b
HUD PHA grants

Total operating revenues

Operating expenses:
Administrative salaries
Utilities
Depreciation
Employee benefits - administrative
Maintenance salaries
Insurance
Legal and professional fees
Employee benefits - maintenance
Repairs and maintenance
Protective services
Miscellaneous

Total operating expenses
'Opcratin g income
Non-operating revenues (expenses):
Interest income on unrestricted investments
Interest income on restricted investments
Interest expense
Other income
Total non-operating expenses, net

Net income

“Total net assets at beginning of year

Total net assets at end of year $

The accompanying notes are an integral part of these financial statements.

84

76,649
389,674

466,323

97,769
76,660
76,649
32,194
24,387
19,393
7,110
6,533
3,556
519
20,376

363,146

101,177

8,571
951
(91,923)
2,247

(80,154)

21,023

974,486

995,509




GUAM HOUSING AND URBAN RENEWAL AUTHORITY
SUPPORTIVE HOUSING FOR THE ELDERLY
CFDANO. 14.157

Statement of Cash Flows
Year Ended September 30, 2007

Cash flows from operating activities:
Receipts from customers ' $
Payments to suppliers
Payments to employees
Other cash receipts
Net cash provided by operating activities

Cash flows from capital and related financing activiiies:
Acquisition of fixed assets

Net cash used in capital and related financing activities

Cash flows from investing activities:

Repayment of notes payable

Increase in investments

Net cash used in investing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year $
‘Cash and cash equivalents consist of the following:

Cash , &

Security deposits

Restricted cash, including time deposits

Total cash and cash equivalents at end of vear 8

The accompanying notes are an integral part of these financial statements.
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63,934
(127.614)
(160,883)

373,934

151,371

(41,373)

{41,373)

(34,557)
(8,101)

(42,658)

67,340

332,949

400,289

195,937
14,088
190,264

400,289




GUAM HOUSING AND URBAN RENEWAL AUTHORITY

SUPPORTIVE HOUSING FOR THE ELDERLY
CFDA NQ. 14.157
Statement of Cash Flows, Continued
Year Ended September 30, 2007

Reconciliation of net income to net cash provided by
operating activities:

Net income $ 21,023
Adjustments to reconcile net income provided by

operating activities:

Depreciation 76,649

(Increase) decrease in assets:
Accounts receivable:

Due from other funds -
Tenants (12,715)
QOther (1)
Inventories (6,733)
Prepaid and other assets 5,891
Increase (decrease) in liabilities:
Accounts payable:
Vendors 107
Due to other funds 66,848
Other -
Accrued liabilities -
Accrued payroll _ (6,149)
Security deposits 1,593
Compensated absences 9,423
Other liabilities (4,565)
Net cash provided by operating activities h) 151,371

The accompanying notes are an integral part of these financial statements.

86




LS

"SIIDTIOIRLS [elauenyy o501 o ued jerfamur ve a1e sajou fwluedntoane-ar [,

01Ete $ - 3 - $ - ¢ Ivb § - g - $ - $ ¥R $ ¥rT'8C $ TVLOL

" - = - - . - - . - S19858 N

. - - . - N - - - - JIALNONGN ~ SIASQE parestisdiiory
. - . " - 687°C o5 . - PO SARNIADL PALIDIACE

- . - - - - - - - - e

. R - - - - - - - - HEALING - SdauasqE pajesuadiioy
SPLELGRY PanINY

- - - - ) ) - - " - any

G1EPE g - $ - ¢ - § I#F F (68T¢) $ {(950) $ - $ 8t'e $ 6689 & Spusy D0 01angg
wjquied s1Unosay

SLESSY LHN ANY SHLLIIEVT

61EYT $ - $ - g - $ Ik § - § - g - § PRFe % PYEe $ TVIOL

po - = = - T B = - - 124 *slassn (eudu)y

. . - - - - - - - - sisse o pue pedug

. - - - - - . - - - SPURY DO WGy angy
GIEFT - - - [ - - - FE¥'E YIS {anH
QOUAIIDNY SIEBOIIY
= § - § - § - § - § - g - $ - § - g - $ Tsesy
F00 . £000 1000 000 £000 2000 1000 1000 2000 LA R SLASSY
-0CH-8001D “059-30010 -0SE-30010 0pe-80NH -0ZE-80ND -02g-30Nn9H -0Z¢-8000 -0EH-80ND -01g-8005
LO0T “0F 1oquiadag

R)ISSY 19N Jo sluauelg Jumquien

ST "ON V(D
WYADOUT DNISOOH JATLUGIINS

ALTAOHLOY TVAMANTH NVIIN ANV ONISOIL INVND



88

‘siismamims feroueary asa) jo wed ifonm me ane soiou Sodiedwcose ayy

- g - s - g - g - $ - g5 - € - g - § - g Teak 3o poa 's1sse 190 JRI0L,

T . N . - - - - - - auak jo SwunFag ‘sypsse 1ou oy,

. . . - - - - . - - $19$SB 100 Ui oBuel))

- . - z - - - i - - - {sosuadya) sanuosar uiesado-uou [wo[,

- . . - z . " . - = ~ osuadys sy
- - - - - - - - - - FUODE] IS2IRU]
{(saimtpuadx) sanioast Supeioado-uon

- - T . . " - - " T autodn: Funundg

]
1

0zEYE 99£°(2] £LCE $88'8 - <o'6 0FYe GIFLEI sosuadys Sunesado 12jo],,

0ZEYL 99€°LT1 ELTE £88's - SO¥'6 - 00K BT 699161 Rl
- - - - - - - - - - [aAR,
- - - - - - - - . - [#8a7
. N . . . . - - - . vonuanadact
- - . - - - - - - - aountBHIHG put midoy
. - - - . - - . - - sipatag oakojduisy
N - - - - - - - - - SILTL]RS DALIRASIULLY
:sosuadxa Suntiedy

0zE've 90E'(T1 £eT'e S88°g - SoF'G - oav've 0 - 699161 SBNUDADY THOL;

" - - . ~ - = e - ™ - - - MOEO
02E're § 99ELE § £t ¢ £Re'y g - § SOK6 g - $ oov'bz § - § 609Gl § SUCHNQLNIOS [1I0PD]
SONUEIADY

0o €000 1000 Z000 £000 000 1000 1000 €00 oL
-0S€-80ND “OSH-ROND <0SEB0ND  -OM-BOND  -0ZE-ROND  -UZEBOMD  -OTE-HOND  -DSE-R0ND  -0L-§ONG

00T ‘OF Jequuadag papug may
$1assy 19N Ul safump) put sasuadxy “sonuoady Jo sjstuamg Sumiguo))

SEEPE "ON VIID
WVEDOUd ONISNOH FALLYOddNS

ALTHOHLOV TVAAINTA NVIUD ANV ONISQOH VD




68

SHIANANS JeuaL 53y 1o ued RaBa ue e saton Rinfeedaonoe 2y,

- g - g - § - ¢ - ¢ - 4 - $ - g - $ - 4§ sappapav Senesado (o pasn) Aq papraotd s 1N

- - - - . - 8zt - - Szl SAUHANT 4210

VIT'ET - - - (ZLE'16) - for'eT) (801°2T) - 912'801) SPURL IO of ang] - A[ghied SRV
I UL (ISEIIN0P) dTALNT

- - . - TL8'L6 - - - - TL8T6 SPURJ IAU10 O] (] —-AGRAIDO! SHENOY

(FOTED) - - - - - zEE'1 sti'Fe - 9IT'el CHH - AGRAIIN SIR03Y

10§50 UL pEEIIRP {PseRDUT)
w3nse Fnpexdo (U pasny Aq paptaokt
. ySt2 3au 01 S50[ 19U IS0 6) .m.mu:ﬁ:.iﬁ.
w - 4 - g - ;- g - $ - $ - § - § - $ - $ (ssap) Aoy 1N
ssaqalon Sunwiedo (uy pasa £q papraocsd
5 10 o (8%0)) atuoin Sagjwxdo Jonoaniiabnang

- .w - g - $ - $ - ¢ - g - § - g - $ - $ JTIA JO PUR §2 SIUS[uATbR ([FED put yso))
- - " T - T . - = - apaf Hunewio ju s)uajeamba ysea pue 4)5es
- - - - - - - - - ‘. shrafealnha YSED pug 15E UL (FSEAINAP) FSTAIT 19N
- . - . T = - - B e sapALSt Funsaatn (Ur pasn) £ papraold ysea JaN
- . . . " . T = - < JUMIISTANL Y) S5taron]

S211A100 SURSAALE LIOL] SMOY) YjsE)

p - - < z z . : - - SN Fuloustif
paiepea put [eydes (ur pasn) £ papiioid iises 13N

z T - - - - T z Z B 1851 paxy Jo vonisinboy
SANAFDT Faranem] ga1zja1 pui [eRdey wiol sAop Ysen

T - - - - - - - w - sopapon Jupieaado @y pasn) Ly paposd gses 19N

- - - Co- - - “ - - - sapfopdn 0) SAMIAR]
0ZEFD 99€"(21) {€€2°E) (cag's) - (5or'6) - {oap'pe) - (699°L61) sopidling o) siauileg
OZE'PE § 99E LTI CE A $ s38'8 $ - § sor's § - $ 00ve § - 3 G99'L6Y s SABUOISNS Wody S0y

Samanoe foneeado uray Smop) tses

0G0 €000 1000 T0a0 £000 000 1060 {Ev]] 2000 ima,
-0gE-800D  -0SH-30ND -05H-BOND  -0PA-80ND  -0Z€-BOND  -0ZA-80ND  -GZE-SOND  -0cH-80ND  -(TE-80ND

007 ‘08 quinydag papig s g
SMOLE Yse) Jo sisawels unnquio])

SETF1 "ON V(4D
WYHD0Ud DNISAOH FALLYOLdNS

ALMOHLAY TYMINIE NVIRIN ANV ONISNOH WV




ASSETS

GUAM HOUSING AND URBAN RENEWAL AUTHORITY

SHELTER PLUS CARE PROGRAM
CFDANO. 14,238

Combining Statement of Net Asseis

Cash
Accounts Receivable:
HUD
Due from other funds
Prepaid and other assets

Capital assets, net

TOTAL

TIABILITIES AND NET ASSETS

Accounts payable:
Due to other funds
HUD

Deferred revenues
Total liabilities

Net assets

TOTAL

September 30, 2007
GUQS-CI0- GUOB-C40-
Total 0001 6001

$ - § - 8 -
2,588 2,588 -

$ 2,588 & 2,588 % -
3 1,484 % 2,588 3§ (1,104)
1,104 - 1,104

2,588 2,588 -

$ 2588 % 2,588 3 -

The accompanying notes are an integral part of these financial statements.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

SHELTER PLUS CARE PROGRAM

CFDA NO. 14.238

Combining Statement of Revenues, Expenses and Changes in Net Assets
Year Ended September 30, 2007

Total

GUOB-CI0-
6ool

GUG8-C40-
0061

Revenues:
Federal contributions $
Other

141,787

$

104,835

36,952

Total Revenues

141,787

104,835

36,952

Operating expenses:
Administrative salaries
Employee benefits
Depreciation
Other

4,983
1,462

135342

104,835

4,983
1,462

30,507

Total operating expenses

141,787

104,835

36,952

Operating income

Non-operating revenues (expenditures):
Interest income
Interest expense

Total non-operating revenues {expenses)

Change in net assets

“Total net assets, beginning of year

Total net assets, end of vear $

The accompanying notes are an integral part of these financial statements.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

SHELTER PLUS CARE PROGRAM

CEDANO. 14.238

Combining Statement of Cash Flows
Year Ended September 30, 2007

Cash flows from operating activities:
Receipts from customers
Payments to suppliers
Paymenits to employees

Net cash provided (used) by operating activities

Cash flows from investing activitics:
Acquisition of fixed assets

Net cash provided (nsed) by investing activitiag

Cash flows from capital and related financing activities:
Transfers from fund balance

Net cash provided (used) by capital and refated
financing activities

Nel increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning year

Cash and cash equivalents at end of year

Reconciliation of operating income (loss) to net cash
provided (used) by opcraiing activities:

Net income {loss)

Adjustments fo reconcile net loss to net cash
provided by (used in} operating activities:

{Increase) decrease in assets:
Accounts receivable - HUD
Accounts receivable - Due from other funds
Other assets

Increase {decrease) in liabilities:
Accounts payable - Due to other funds
Accounts payable - HUD
Accrued expenses
Deferred revenues

Net cash provided (used) by operating activities

The accompanying notes are an ‘integral part of these financial statements.

92

GUOB-C10- GJ08-C10-
Total 0001 0001

141,787 § 104,835 % 36,952
{133,342) (104,835) {30,507y
(6,445) - (6,445)

- % - 8 -

- § - % -

12,805 12,805 -
(1,104) (1,104)
(12,805 {12,805} -
1,104 - 1,104
-5 - % -




GUAM HOUSING AND URBAN RENEWAL AUTHORITY

RESIDENT OPPORTUNITY AND SUPPORTIVE SERVICES
CFDA NO. 14.870

Statement of Net Assets
September 30, 2007

ASSETS Total

Current assets:
Cash:
Cash - General Fund : $ -
Restricted Cash - FSS Escrow -
Restricted Cash --other -

Total cash -

Accounts receivabie:
Tenants. -
Promissory notes -
HUD _
Due from other programs 4,118
Others -

Allowance for doubtful accounts -

Total accounts receivable 4118

Inventories -

Investments:
‘General fund -
Security deposits =

Total investments -

Prepaid and other current assets 4,198

Total current assets - 8,316

Noncuirent assets:
Capital Assets:
Land, structures and equipment, at cost -
Accumulated depreciation -

Net capital assets -
Other assets -

Total noncurrent agsets -

Total Assets $ 8316

The accompanying notes are an integra] part of these financial statements
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

RESIDENT OPPORTUNITY AND SUPPORTIVE SERVICES
CFDA NO. 14.870

Statement of Net Assets, Continued
September 30, 2007

LIABILITIES AND NET ASSETS

TOTAL

Liabilities:

Accounts payable:
Trade $
HUD
Tenant security deposits
Duse to other funds

Compensated absences, current portion
Accrued Habilities
Other

Total accounts payable

Deferred credits:
Tenants prepaid rents
Deferred revenues

8,316

Total deferred credits

8,316

Total current liabilities

8,316

Noncurrent liabilities:
Other
Compensated absences, net.of cuirent portion

Total noncurrent liabilities

Total liabiliiies

8,316

Net assets:
Invested in capital assets, net of refated debt
Restricted
Uorestricted

Tota] net assets

Total liabilities and net assets $

8,316

The accompanying notes are an integial part of these financial staternents.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

RESIDENT OPPORTUNITY AND SUPPORTIVE SERVICES
: CFDA NO. 14.870

Statement of Revenues, Expenses and Changes in Net Assets
Year Ended September 30, 2007

TOTAL

Operating revenues:
Tenant rental income $
HUD PHA Grants
Other income
Total operating revenues

Operating expenses:
Depreciation
Administrative expense
Repairs and maintenance
Other
Tenant service
Employee benefits
Utilities
Bad debis

Total operating expenses

Operating loss

Non-operating revenues:
Interest on general fund investments
Other income
Capital grants
Total non-operating revenues

Income (loss) before adjustments and transfers
Adjustments and transfers

Change in net assets
Total net assets, beginning of year

Total net assets, end of year $

The.accompanying notes are an integral part of these financial statements.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

RESIDENT OPPORTUNITY AND SUPPORTIVE SERVICES
CFDA NOG. 14.8370

Statement of Cash Flows
Year Ended September 30, 2007

Cash flows from operating activities:
Receipts from customers
Payments to suppliers
Payments to employees
Other cash receipts {payments)

MNet cash provided by operating activities

Cash [Jows from capital and related financing activities:
Transfers to fund balance

Net cash provided by investing activities

Cash flows from investing activities:
Acquisition of fixed assets
Investment in thme certificate of deposit

Net cash used for investing activities
Net increase {decrease) in cash and cash equivalents
Cash and cish equivalents at beginning of year

Cash and cash equivalents al end of year

Reconciliation of operating income (loss) to net cash
provided by (used in) by operating activities:
Net operating‘income
Adjustments tg reconcile net loss to net cash provided by
(used in) operating activities:
epreciation
Bad debts
(Increase} decrease in assets:
Accounts receivable:
Due from other funds
HUD
Inventories
Other assets
increase {decrease) in liabilities:
Accounts payable:
Trade payahles
HUD
Due to other funds
Security deposits
Accrued liabilities
Deferred credits

Net cash provided (used) by operating activities

The accompanying notes are an integral part of these financial statements.
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ASSETS

GUAM HOUSING AND URBAN RENEWAL AUTHORITY

EMERGENCY SHELTER GRANTS
CFDA NO. 14.231

Combining Statement of Net Assets
September 30, 2007

5-02-DC-

Total 66-0001

5-03-DC-
66-0001

S-04-DC-
66-0001

§-05-DC-
66-0001

8-06-DC-
56-0001

Cash
Accounts Receivable:
HUD
Due from other funds
Prepaid and other assets

Capital assets, net

TOTAL

LIABILITIES AND NET ASSETS

Accounts payable:
Due to other funds
HUD

Accrued Habilities:
Coinpensated sbsences - current
Salaries and wages

Deferred revenue
Compensated absences - noncurrent

Net assets

TOTAL

$

$

44,910

4,851 (468)

468 468

44,910

56

4,957

306

8 44,910

44910 § -8

3 44,510

50,229 % - %

56

4,957

306

The accompanying notes are an integral part of these financial statements.
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Revenues:
Federal contributions
Other

‘Total Revenues
Operating expenses:

Administrative salaries
Employee benefits

Repair and maintenance

Depreciation
Legal

Fravel
Other

Total operating expenses

Operating income

GUAM HOUSING AND URBAN RENEWAL AUTHORITY

EMERGENCY SHELTER GRANTS

Combining Statement of Revenues, Expenses and Changes in Net Assets

CFDA NO. 14.231

Year Ended September 30, 2007

Non-operating revenues (expenses):

Interest income
Interest expense

Total non-operating revenues (expenses) -

Net income

Total net assets, beginning of year -

Total net assets, end of year

5-02-DC- S-03-DC- 5-04-DC- S-05-DC- S-06-DC-

Total 66-0001 66-0001 66-0601 66-0001 66-0001
$ 11,728 § - $ - % 2,202 42,993 § 65,533
110,728 - - 2,202 42993 65,333
2.601 - - - (243) 2,844
869 - - - (83) 952
107,258 - - 2,202 43,319 61,737
110,728 - - 2,202 42993 65,533
$ - 3 - § -8 - - 8 -

The accompanying notes are an integral part of these financial statements.

98



GUAM EOUSING AND URBAN RENEWAL AUTHORITY

Cash flows from operating activities:
Receipts from customers S
Payments o suppliers
Payments to employees

Net cash provided {used) by operating activities

Cash flows from investing activities:
Acquisition of fixed assets

Net cash provided (used) by investing activities

Cash flows from capitdl-and related financing activities:
Transfers fron fimd balance

Net cash provided {used) by capital and related
financing activitics

Net increase {decrease) in cash and cash equivalents
Cash and cash equivalents at beginning vear

Cash and cash cquivalents at end of year 3

Reconciliation of operating income {loss) to net cagh
provided (used) by operating activities:

Net income (loss)

Adjustments to reconcile netloss to net cash
provided by (used in) operaiing activities:

(Inciisase) dicrease in assets:
Agcounts receivable - HUD
Accounts receivable - Due:from other funds
QOther assets

Increase {decrease) in labilities:
Accounts payable - Due to other funds
Accounts payable - HUD
Accrued expenses
Accrued salaries and wages
Deferred revenues

1

Net cash provided {used) by operating activities 8

Combining Statement of Cash Flows

EMERGENCY SHELTHER GRANTS
CFDA NO. 14.231

Year Ended September 30, 2007
. 5-02-DC- 5-04-DC- $-05-DC- S-06-DC-
Tatal 66-0001 66-0001 66-0001 66-0001
110,728 § 3 2202 % 42993 % 65,533
{107,258) {2,202y (43319) (61,737)
{3.470) - 326 {3,796)
-8 $ - 3 - 3 -
- 5 8 - 3 - 3 -
(44,317} - 593 {44,910)
(573} - 573 -
15 - 15 -
44910 “ - 44,910
(341} - (34 -
306 - 306 -
- & $ - 5 - 8 -

Theaccompanying notes are an integral part of these financial statements.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

COMPACT IMPACT GRANT
CFDA NO. 15.875

Staternent of Net Assets
September 30, 2007

ASSETS

Total

Current assets:
Cash:
Cash - General Fund

Total cash

Accounts receivable:
HUD
Government of Guam

234,456

Total accounts receivable

234,456

Prepaid and other current assets

Total current assets

234,456

Noncurrent assets:
Capital Assets:
Land, structures and equipment, at cost
Accumuiated depreciation

Net capital assets
Other assets

Total noncurrent assets

Total Assets

$ 234,456

LIABILITIES AND NET ASSETS

Liabilities:
Due to other funds
Accrued Habilities
Other

$ -

234,436

Total current lizbilities

234,456

Nonecurrent liabilities;
Other
Total noncusrent labilities

Total liabilities

234,456

Net assets:
Invested. in capital assets, net of related debt.
Restricted
Unrestricted

Total net assets

Total Habilities and net assets

3 234,456

The accompanying notes are an integral part of these financial statements,
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

COMPACT IMPACT GRANT
CFDA NO. 15.875 -

Staternent of Revenues, Expenses and Changes in Net Assets
Year Ended September 30, 2007

TOTAL
Operating revenues:
Federal grants $ 1,145714
Other income. -
Total operating revenues 1,145,714
Operating expenses:
Administrative expense -
Repairs and maintenance 1,145,714
Employee benefits -
Total operating expenses ‘ - 1,145,714
Operating income -
Non-operating revenues:
Interest on general fund investments -
Total non-operating revenues =
Net income -
Total net assets, beginning of vear -
Total net assets, end of year $ -

The accompanying notes are an integral part of these financial statements.

101



GUAM HOUSING AND URBAN RENEWAL AUTHORITY

COMPACT IMPACT GRANT PROGRAM
CFDA NO. 15.875

Statement of Cash Flows
Year Ended September 30, 2007

TOTAL
Cash flows from operating activities:
Receipts from customers $ 1,145,714
Payments to suppliers (1,145,714)

Net cash provided by operating activities -

Cash flows from capital and related financing activities:
Transfers to fund balance -

Net cash provided by financing activities -

Cash flows from investing activities:
Acquisition of fixed assets -

Net cash used for investing activities -

Net increase (decrease) in cash and cash equivalents -

Cash and cash equivalents at beginning of year -

Cash and cash equivalents at end of year ‘ $ -

Reconciliation of operating income (loss) fo net cash
provided by (used in) by operating activities:
Net operating income $ -
Adjustments to reconcile net loss 1o net cash provided by
(used in) operating activifies:

Depreciation -

(Increase) decrease in assets: -

Accounts receivable:

Due from other funds -
Other receivables (234.,456)

Increase (decrease) in liabilities:

Accounts payable:
Other accounts payables 234,456
Due to other funds -
Accrued Habilities -

Net cash provided (used) by operating activities $ -

The accompanying notes are an integral part of these financial statements.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

HEALTH CARE AND OTHER FACILITIES GRANT PROGRAM
CFDA NO. 93.887

Statement of Net Assets
September 30, 2007

ASSETS Total

Current assets:
Cash:
Cash - General Fund 3

‘Total cash

Accounts receivable:
Due from other programs
Others

Total accounts recetvable

Prepaid and other current assets

Total current assets

Noncurrent assets:
Capital Assets:
Land, strucfures and eguipment, at cost
Accumulated depreciation

Net capital assets
Other assets

Total noncurrent assets

Total Assets $

LIABILITIES AND NET ASSETS
Liabilities:
Accounts payable:
Due to-other funds 3
Accrued liabilities
Total current liabilities

Noncurrent Habilities:
Other
Compensaied absences, net of cuirent portion

Total noncurrent liabilities
Total liabilities

Net assets:
Invested in capital assets, net of related debt
‘Restricted
Unrestricted

Total net assets

Total liabilities and net assets $

‘The accompanying notes are an integral part of these financial staternients.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

HEALTH CARE AND OTHER FACILITIES GRANT PROGRAM

CFDA NQ. 93.887

Statement of Revenues, Expenses and Changes in Net Assets

Year Ended September 30, 2007

Operating revenues:
Federal Grants
Other income
Total operating revenues
Operating expenses:

Depreciation
Administrative expense
Repairs and maintenance

Employee benefits
Other

Total operating expenses

Operating income

Non-operating revenues:
Interest on general fund investments
Capital grants
Total non-operating revenues

Income {loss) before adjustments and transfers

Adjustments and transfers

Net income
Total net assets; beginning of year

Total net assets, end of year

The accompanying notes are an integral part of these financial statements.
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TOTAL

392,826

392,826

392,826

392,82



GUAM HOUSING AND URBAN RENEWAL AUTHORITY

HEALTH CARE AND OTHER FACILITIES GRANT PROGRAM

CFDA NO. 93.887

Statement of Cash Flows ,
Year Ended September 30, 2007

Cash flows from operating aciivities:
Receipts from tustomers
Payments to suppliers
Payments to employees
Other cash receipts (payments)

Net cash provided by operating activities

Cash flows from capital and related financing activities:
Transfers to fund balance

Net cash provided by investing activities

Cash flows from investing activities:
Acquisition of fixed assets
Investment in time certificate of deposit

Net cash used for investing activities

Net increase (decrease) in cash and cash equivalents
Cash ‘and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Reconeiliation of operating income (1oss) to net ¢cash
provided by (used in) by operating activities:
Net operating income
Adjustments to reconcile net loss to net cash provided by
(used in) operating activities:
Depreciation
(Increase} decrease in assets:
Accounts receivable:
Due from other funds
Increase {decrease) in liabilities:
Accounts payable:
Trade payables
Due to other funds
Accrued Habilities
Deferred credits

Net cash provided (used) by operating activities

The accompanying notes are an integral part of these financial statements.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

ASSETS

Cuarrent Assets:
Cash:
Unrestricted
Restricted
Total cash

Aceounts Receivable:
Due from other funds
Travel advances
Tatat accounts receivable

Investments
Prepaid and other assets

Total current assets

Noncurrent Assels:
Capital assets, net

Totai non-current assets

Fotal assets

LIABILITTES AND NET ASSETS

Liahijiities:
Accounts Payable:
Due to other funds
Yendors
Other
Other accried Habilities

Total liabilities
Net assets:
Invested in capital assets, net of related debt
Resiricted
Unirestricted

Total net assets (deficit)

Total linbilities and net assets

Other Erferprise Funds
REVOLVING FUNDS
Combining Staternent of Net Assels
September 30, 2007
Local
Revolving Revolving
Total Fund Fund

5 381,561 3 104,036 § 277,523
99,706 - 899,706

431,267 104,036 377.231

4,902,499 528 4,501,971

24,974 307 24,667

4927473 835 4926638

174 i74 -

5.408.914 105,045 5.303.869

45,342 45342 -

45342 45,342 -

$ 5454256 3 150,387 § 3,303,869
3 1,796.454 5 231,820 & 1,564,634
48,446 - 48.446

1,430,337 - 1,430,337
(7.200) - (7,200)

3,268,037 231,820 3.036.217

45,342 45,342 -

25,000 - 23.000

2,118,877 (126,779) 2,242.652
2.186.219 {81.433) 2,267,652

5 5454236 % 150,387 § 5.303.869

The accompanying noles are an integral part of these financial statements.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Other Enterprise Funds

REVOLVING FUNDS

Combining Statement of Revenues, Expenses, and Changes in Net Assets

Operating revenues:
Other Government Grants
Cther

Total operating revenues
Operating Expenses:
Administrative salaries
Employee benefits
Depreciation
Other

Total operating expenses

Operating income (foss)

Non-operating revenues:

Investment income

Total non-operating revenues

Change in net assets

Total net assets (deficit) at beginning of year

Total net assets (deficit) at end of year

Year Ended September 30, 2007

Tocal
Revolving Revolving

Total Fuond Fund
-3 -3 -
24,815 - 94,815
94,815 : 94,815
4,801 202 4,599
1,172 19 1,153
7.487 7,487 -
34418 34,418 -
47,878 42,126 5,752
46,937 (42.126) 89,063
332 332 -
332 332 -
47,269 (41,794) 89,063
2,138,950 (39,639} 2,178,589
2,186,219 § (81,433) § 2,267,652

The accompanying notes are an integral part of these financial statements.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY
Other Enterprise Funds

REVOLVING FUNDS
Combining Statement of Cash Flows
Year Ended September 30, 2007

Cash flows from operating activities:
Receipts from customers
Payments to suppliers
Payments to employees
Other cash receipts (payments)

Net cash provided by (used in) operating activities

Cash flows from investing activities;
Increase in investments
Net cash provided by (used in} investing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Reconciliation of change in net assets fo net cash
provided by (used in) operating activities:
Change in net.assets
Adjustments to teconcile change in net assets 1o net cash
provided by {used in) operating activities:
Depreciation
" (Increase) decrease in assets:
Accounts receivable:
Due from other funds
Other
Increase (decrease) in liabilities:
Accounts payable:
Due to other funds
Vouchers
Other

Net cash provided by (used in) operating activities

The accompanying notes are an integral part of these financial statements.

$

Local
Revolving Revolving

Total Fund Fund
94,815 § B 94,815
(34.418) (34,418) -
{5,933} {221) {3.732)
108,524 {8.407) 116,931
162,968 (43,046) 206,014
162,968 (43,046) 206,014
318,299 147,082 171,217
481,267 $ 104,036 % 377,231
47,269 § {41,794) $ 89,063
7,487 7A87 -
(211,378} 2 {211,380)
1.808 - 1,808
(36,078) (8,741) (27,337
47430 - 47430
366,430 - 306,430
162,968 $ (43,046) $ 206,014




GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Other Enterprise Funds
TRUST FUNDS
Combining Statement of Net Assets
September 30, 2007
Sinajana
Yona Rehab Rehabilitation War in the
Assets Total Loan Escrow Bscrow Pacific
Accounts receivable!
Due from other funds $ 7062 ¥ 500 ) 3,197 $ 2,965
Investments 67,620 - 67,620 -
Total assets $ 74,682 3 900 s 70817 $ 2,965
Liabilities and Net Assets
1 iabilities % - $ - $ - kY -
Total liabilities - - - -
Nef assets:
Invegted capital assets, net of related debt - - - -
Restricted - - - -
Unrestricted 74,682_ a0 70,817 2,965
Total net assety 74,682 900 70,817 2965
Total liabilities and net assets $ 74,682 $ 900 $ 70817 $ 2,965

The accompanying notes are an integral part of these financial statements.

1135



GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Other Enterprise Funds

TRUST FUNDS

Combining Statement of Revenues, Expenses and Changes in Net Assets

Year Ended September 30, 2007

Sinajana
Yona Rehab Rehabilitation War in the
Total Loan Bscrow Bscrow Pacific

Revenues:

Property sales 5 - $ - 8 - 8 -

Investment income 2,831 - 2,831 -

Other - - - -

Total revenues 2,831 - 2,831 -
Expenditures - - - -

Total expenditures - - - -
Change in net assets 2,531 - 2,831 -
Net assets at beginning of year 71,851 900 67,986 2,965
Net assets at end of year 3 74.682 3 900 $ 70817 % 2,965

The accompanying notes are an integral part of these financial statements.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY
Other Enterprise Funds

TRUST FUNDS
Combining Statement of Cash Flows
Year Ended September 30, 2007

Sinajana
Yona Rehab Rehabilitation War in the
Total Loan Escrow Escrow Pacific

Cash flows from operating activities:
Receipts from customers § 283 3 - % 2,831 $ -
Net cash provided by operating activities 2.831 - 2,831 -

Cash flows from investing activifies:
Increase in investments (2,831 - (2,831 -
Net cash used in investing activities (2,831 - (2,831) -
Net increase {decrease) in cash and cash equivalents - - - -
Cash and cash equivalents at beginning of year - - - -
Cash and cash equivalents-at end of year 5 - § - 5 - 3 -

Reconciliation of operating income (loss) to net cash
provided by operating activities:
Net income {loss) $ 2831 $ - 5 2,831 5 -
Adjustments to reconcile net income: to net cash
provided by operating activities: - - - -
{Incresse) decrease in assets: - - - -
Increase (decrease) in Habilities: - - - -

Net cash provided by operating activities $ 2831 $ - 3 2.831 5 -

The accompanying notes are an integral part-of these finaricial statements.
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GUAM HOUSING AND
URBAN RENEWAL AUTHORITY

SINGLE AUDIT AND HUD REPORTS

FOR THE YEAR ENDED SEPTEMBER 30, 2007



J. pcojt Magliari
‘o’ COMPANY

CERTIFIED PUBLIC ACCOUNTANT

GUAM SAIPAN
P.O. BOX 12734 » TAMUNING, GUAM 96931 PMB 297 PPP BOX 10000 « SAIPAN, MP 96950
Te1: {671) 472-2680 = FAX: (671) 472-2686 TEL: {670) 233-1837 « FAX: (670) 233-8214

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Board of Comimissioners
Guarn Housing and Urban Renewal Authority:

I have audited the financial statements of Guam Housing and Urban Renewal Authority (GHURA), a
component unit of the Government of Guam, as of and for the year ended September 30, 2007, and have
issued my report thereon dated May 19, 2008, I conducted my audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial
audits contained in Govermment Audifing Standards, issued by the Comptroller General of the United
States.

Internal Control over Financial Reporting

In planning and performing the audit, I considered GHURA's internal control over financial reporting as
a basis for designing my auditing procedures for the purpose of expressing my opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of GHURAs internal
control over financial reporting. Accordingly, I do not express an opinion on the effectiveness of
GHURA’s internal control over financial reporting.

My consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses, However, as discussed below, 1
identified certain deficiencies in internal control over financial reporting that I consider to be significant
deficiencies.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects GHURA's ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that there
is more than 2 remote likelihood that a misstatement of GHURAs financial statements that is more than
inconsequential will not be prevented or detected by GHURA's internal control over reporting. I
consider the deficiencies for Findings 07-05 and 07-06 described in the accompanying Schedule of
Findings and Questioned Costs to be significant deficiencies in internal control over financial reporting.
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A material weakness s a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that material misstatement of the financial statements will not be
prevented or detected by GHURAs internal control.

My consideration of the internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in the internal
control that might ‘be significant deficiencies and, accordingly, would not necessarily disclose ail
significant deficiencies that are also considered to be material weaknesses. However, [ believe that
Finding 07-05 of the significant deficiencies described above is a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether GHURA’s financial statements are free of
material misstatement, I performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of my audit and, accordingly, I do not express such an opinion. The
results of my tests disclosed instances of noncompliance or other matters that are required to be reported
under Government Auditing Srandards and which are described in the accompanying Schedule of
Findings and Questioned Costs as Findings 07-01, 07-02, 07-03, 07-04 and 07-06.

I noted certain matters that I reported to management of GHURA in a separate letter dated May 19, 2008.
GHURA’s responses to the findings identified in my audit are described in the accompanying Schedule
of Findings and Questioned Costs. I did not audit GHURA’s response and, accordingly, I express no
opinion on if.

This report is intended for the information of the Board of Commissioners and management of the Guam
Housing and Urban Renewal Authority, the Office of the Public Auditor of Guam, federal awarding
agencies, pass-through entities and the cognizant audit and other federal agencies and is not intended to
be, and should not be used by anyone other than the specified users. However, this report is a matter of
public record and its distribution is not limited.

' v Cam
Hagétiia, Guam Q?GAM‘ ﬁ?

May 19, 2008



GUAM

PO.BOX 12734 » TAMUNING, GUAM 96931
TEL: (671) 472-2680 « FAX: (671} 4722686

{ Magliari
COMPANY

CERTIFIED PUBLIC ACGOUNTANT

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH
REQUIREMENTS APPLICABLE TO EACH OR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133
AND ON THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Board of Commissioners
Guam Housing and Urban Renewal Authority:

Compliance

I have audited the compliance of the Guam Housing and Urban Renewal Authority (GHURA), a
component unit of the Government of Guam, with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circudar A-133 Compliance
Supplement that are applicable to each of its major federal programs for the year ended
September 30, 2007. GHURA’s major federal programs are identified in the Summary of

Auditor’s Results section on page 129 of the accompanying Schedule of Findings and Questioned.

Costs. Compliance with the requirements of laws, regulations, contracts, and grants applicable to
each of its major federal programs is the responsibility of GHURA’s management. My
responsibility is to express an opinion on GHURA’s compliance based on my audit.

I conducted my audit of compliance in accordance with 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; and
OMB Circular A-133, Audits of States, Local Governments, and Nonprofit Organizations. Those
standards and OMB Circular A-133 require that I plan and perform the audit to obtain reasonable
assurance about whether noncompliance with the types of compliance requirements referred to
above that could have a direct and material effect on a major federal program occurred. An audit
includes examining, on a test basis, evidence about GHURA’s compliance with those

-requirements and performing such other procedures as I considered necessary in the
circumstances. I believe that my audit provides a reasonable basis for my opinion. My audit

does not provide a legal determination of GHURA™s compliance with those requirements.

As described in Findings 07-02 through 07-04 in the accompanying Schedule of Findings and
Questioned Costs, GHRUA did not comply with eligibility and special tests that are applicable to
the Section 8 Housing Choice Vouchers and Low Rent Public Housing program. Compliance
with such requirements is necessary, in my opinion, for GHURA to comply with requirements
applicable to those programs.

In my opinion, except for noncompliance described in the preceding paragraph, GHURA

complied, in all material respects, with the requirements referred to above that are applicable to

each of its major federal programs for the year ended September 30, 2007.
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Internal Control Over Compliance

The management of GHURA is responsible for establishing and maintaining effective interal
control over compiiance with requirements of laws, regulations, contracts, and grants applicable
to federal programs. In planning and performing my audit, I considered GHURA’s intemal
control over compliance with the requirements that could have a direct and material effect on a
major federal program in order to determine my auditing procedures for the purpose of expressing
my opinion on compliance, but not for the purpose of expressing an opinion on the effectiveness
of internal confrol over compliance. Accordingly, I do not express an opinion on the
effectiveness of the GHURAs internal conirol over compliance.

My consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and would not be necessarily identify all deficiencies in GHURA's internal
control that might be significant deficiencies or material weaknesses as defmed below. However,
as discussed below, T identified certain deficiencies in internal control over compliance that 1
consider to be significant deficiencies and others that I consider to be material weaknesses.

A control deficiency. in an entity’s internal control over compliance exists when the design or
operation -of a control does not allow management or employees, in the normal course of
performing their assigned functions, to prevent or detect noncompliance with a type of
compliance requirement of a federal program on a timely basis. A significant deficiency is a
control deficiency, or combination of control deficiencies, that adversely affects GHURA’s
ability to administer a federal program such that there is more than a remote likelihood that
nonconipliance with a type of compliance requirement of a federal program that is more than
inconsequential will not be prevented or detected by the GHURA’s internal control. I consider
the deficiencies in internal control over compliance described in the accompanying Schedule of
Findings and Questioned Costs as Finding No. 07-01 through 07-04 to be significant deficiencies.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that material noncompliance with a type of compliance
requirement of a federal program will not be prevented or detected by the GHURA’s internal
control. Of the significant deficiencies in internal control over compliance described in the
accompanying Schedule of Findings and Questioned Costs, 1 consider Findings 07-01, 07-02, 07-
03 and 07-04 to be material weaknesses.

Schedule of Expenditures of Federal Awards

I have audited the basic financial statements of GHURA as of and for the year ended Sepiember
30, 2007, and have issued my report thereon dated May 19, 2008. My audit was performed for
the purpose of forming an opinion on the basic financial statements taken as a whole. The
accompanying Schedule of Expenditures of Federal Awards on page 126 is presented for the
purpose of additional analysis as required by OMB Circular A-133 and is not a required part of
the basic financial statements. This schedule is the responsibility of the management of GHURA.
Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in my opinion, is fairly stated, in all material respects, in relation to the
basic financial statements taken as a whole,

124



This report is intended solely for the information of the Board of Commissioners and the
management of the Guam Housing and Urban Renewal Authority, the Office of the Public
Auditor of Guam, federal awarding agencies, pass-through entities and the cognizant audit and
other federal agencies, and is not intended to be, and should not be, used by anyone other than
those specified parties.

~ Sea Meglianl v Compan,,
Hagétfia, Guam (07002/
May 19, 2008
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CFDA#

14.157
14225

14231
14.235
14.238
i4.239
14.850a
14.871
14.872

93.887

15.875

GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Schedule of Expenditures of Federal Awards
For Year Ended September 30, 2007

AGENCY/PROGRAM

15 S. Department of Housing and Tirhan Development (HUD)

Supportive Housing for the Elderly

Community Development Block Grants/Special Purpose

Grants/Insular Area
Emergency Shelter Grants Program.
Supportive Housing Program
Shelter Plus Care
HOME Investment Partnerships
Low Rent Public Housing
Section 8 Housing Choice Vouchers
Public Housing Capital Fund Program

Total HUD Grants

U. 8. Deparfment of Health and Human Services

Passed through the Government of Guam:
Health Care and Other Facilities

U. 5. Department of the Interior

Passed through the Government of Guam:

Economic, Social and Pulitical Development of (he

Territories — Compact Impact
Total Expenditures of Federal Awdrds

Percentage of Federal Awards Tested

Note 1. Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the grant activity of GHURA and is
presented on the accrual basis of accounting. The information in this schedule is presented in accordance with
the requirements of OMB Circular A-133, Auwdits of State and Local Governments, and Non-Prafit
Organizarions. Therefore, some amourts presented in this schedule may differ from amounts presented i, or

used in the preparation of, the basic financial statements.
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2007
Fiscal Year
Expenditures

$ 389,674

3,555,954
110,728
197,669
141,787

2,812,288

3,386,508

31,001,670

2.287.961

43.974.239

392,826

1.145.714

I .
5%



GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Schedule of Expenditures of Federal Awards
For Year Ended September 30, 2007

Note 2. Subrecipients

The Guam Housing and Urban Renewal Authority adminisier certain programs through subrecipient
organizations. Those subrecipients are atso not considered part of the Guam Housing and Urban Renewal
Authority reporting entity. The Schedule of Expenditures of Federal Awards does not contain separate
schedules disclosing how subrecipieni outside of GHURA’s conirol atilized those funds. Federal awards
provided to subrecipients are treated as expenditures when paid to the subrecipient.

Of the federal expenditures presented in the Scheduie of Expenditures of Federal Awards, GHURA provided
federal awards to subrecipients as follows:

Amount
CFDA Provided to
Program Title Number Subrecipients
Community Development Block Grant 14225 3 314,667
HOME Investment Partnerships 14239 101,080
Supportive Housing Program 14.235 173,349
Emergency Shelter Grants Program 14.231 63.020
Shelter Plus Care 14.238 137.240
Total $ 789356
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GUAM

RO.BOX 12734 « TAMUNING, GUAM 96931
TEL: (671) 472-2680 = FAX: (671) 472-2686

coft Magliari
COMPANY

CERVIFIED PUBLIC AGCOUNTANT

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH SPECIFIC
REQUIREMENTS APPLICABLE TO AFFIRMATIVE FAIR HOUSING
AND NON-DISCRIMINATION

Board of Commissioners
Guam Housing and Urban Renewal Authority:

I have audited the basic financial statements of Guam Housing and Urban Renewal Authority
(GHURA), a component unit of the Government of Guam, as of and for the year ended September
30, 2007 and have issued my report thereon dated May 19, 2008.

I have applied procedures to test GHURA’s compliance with the Affirmative Fair Housing and
Non-Discrimination requirements applicable to its HUD assisted programs, for the year ended
September 30, 2007.

My procedures were l[imited to the applicable compliance requirements described in the
Consolidated Audit Guide for Audits of HUD Programs issued by the U.S. Department of Housing
and Urban Development, Office of Inspector General. My procedures were substantially less in
scope than an audit, the objective of which would be the expression of an opinion on GHURA’s
compliance with the Affirmative Fair Housing and Non-Discrimination requirements. Accordingly,
I.do not express such an opinion.

The results of my tests disclosed no instances of noncompliance with the Affirmative Fair Housing
and Non-Discrimination requirements.

This report is intended for the information of the management and Board of Comimissioners of the
Guam Housing and Urban Renewal Authority, the Office of the Public Auditor of Guam, federal
awarding agencies pass-through entities and the cognizant audit and other federal agencies and is
not intended to be, and should not be, used by anyone other than these specified parties. However,
this report is a matter of public record..

ot ey

May 19, 2008 A
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GUAM HOUSING AND
URBAN RENEWAL AUTHORITY

SCHEDULE OF FINDINGS AND
QUESTIONED COSTS

FOR THE YEAR ENDED SEPTEMBER 30, 2007



GUAM HOUSING AND URBAN RENEWAL AUTHORITY
Schedule of Findings and Questioned Costs
Year Ended September 30, 2007
SECTION1 - SUMMARY OF AUDITOR’S RESULTS
Financial Statements

I have andited the basic financial statements of Guam Housing and Urban Renewal
Authority (GHURA) and issued an unqualified opinion.

Internal control over financial reporting:
¢ Material weaknesses were identified? X yes no

¢ Significant deficiency(ies) identified that
are not considered to be material

weaknesses? X yes none reported
+ Noncompliance material to financial
statements noted? yes X no
Federal Awards
Internal control over major programs:
» Material weakness{es) identified? X yes ne
s Significant deficiency(ies) identified that
are not considered to be material
weaknesses? X yes no

The auditor’s report on major program compliance for GHURA having five major
programs included an unqualified opinion for the Community Development Block
Grants, HOME Investment Partnerships, Public Housing Capital Fund Project and
expresses a qualified opinion on the Section 8 Housing Choice Voucher Program and the
Low Income Housing Assistance Programs based on identified significant control
deficiencies, which, in my opinion, are considered to be material weaknesses.

Any audit findings disclosed that are
required to be reported in accordance with
section 510(a) of Circular A-1337 X yes no

129



GUAM HOUSING AND URBAN RENEWAIL AUTHORITY

Schedule of Findings and Questioned Costs
Year Ended September 30, 2007

PART I - SUMMARY OF AUDITOR’S RESULTS, continued
Identification of major programs:

CEDA# PROGRAM [
14,225 Community Development Block Grants/Special Purpose Grants Insular Areas
14.239 HOME Investment Partnerships Program

14850 Low Income Housing Assistance Program

14.871 Section 8 Housing Choice Voucher Program

14.872 Public Housing Capital Fund Project

Dollar threshold used to distinguish between type A and type B programs; $1,365,383

Anditee qualified as low-risk audit? yes X__no

PARTII - FINANCIAL STATEMENT FINDINGS

There were instances of noncompliance noted that should be reported in accordance with
Government Auditing Standards, which are presented in the following pages as item 07-
05 through 07-06.

Reference

Number Findings
07-05 Fiscal Division — Financial Accounting System
07-06 Management Information Systems IT Audit

PART III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

There were instances of noncompliance noted that should be reported in accordance with
Section 510(a) of OMB Circular A-133, which are presented in the following pages as
item 07-01 through 07-04,

Reference Questioned

Number Findings Costs __
07-01 Low Income Public Housing — Annual Inspections  § -
07-02 Section 8 Vouchers — Eligibility -
07-03 Section § Vouchers — Reasonable Rent -
07-04 Section 8 Vouchers — HQS Inspections & Enforcement -
“Total Questioned Costs 3 -
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Schedule of Findings and Questioned Costs
Year Ended September 30, 2007

Finding No. 07-01
Program: Low Income Public Housing — Annual Inspections
CFDA No. 14.850

Criteria;

Pursuant to the Public Housing Assessment System (PHAS) resulations (24 CFR 902),
the Authority must conduct annual inspections of dwelling and non-dwelling units
annually. Furthermore, per the Authority’s Admission & Continued Occupancy Policies,
mspections should be done at move in prior to occupancy, periodically (but not less than
annually) prior to lease renewal, and at move out to determine whether tenant maintains a
safe, decent and sanitary dwelling unit. Failure to maintain the dwelling unit will result
in termination of the tenant’s lease.

Condition:

For eight (8) or 32% of the twenty-five (25) tenant files tested, there was either no
inspection report on file prior to lease renewal or inspection report indicated a failed
inspection and there were no work orders or re-inspections to evidence that the
deficiencies were corrected in a timely manner for the following units:

#10RDAS
#BDAM
HIWSA
#1ADUE
#21WSA
#37BDAM
#26BPAQ
9BDAM

e A

For unit #26BPAQ and 9BDAM: Inspections were conducted using the Uniform
Physical Condition Standards (UPCS) Inspection Report which cited level 3 deficiencies
which were for inoperable smoke detectors and utility Ground Fault Circuit Interrupters
(GFCI). There were no work orders or subsequent inspection reports on file to evidence
that these deficiencies were corrected within 24 hours or 30 days.

Cause:
The Authority lacks effective internal controls to monitor and ensure that all units are

inspected annually and that all Uniform Physical Condition Standards {(UPCS)
deficiencies noted are corrected in a timely manner.
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GUAM HOUSING AND URBAN RENEWAIL AUTHORITY

Schedule of Findings and Questioned Costs
Year Ended September 30, 2007

Finding No. 07-01, continued
Program:  Low Income Public Housing — Annnal Inspection Reports
CFDA No. 14.850

Effect:

The Authority is not in compliance with the PHAS regulations as well as its policies set
forth in the Admission & Continued Occupancy Policies. The Authority will incur
additional maintenance costs by conducting annual inspection in a timely manner to
maintain housing quality standards since units could deteriorate.

Prior Year Status:

The above condition was cited as a similar finding in the prior year audit of the
Aauthority.

Recommendation:

The Authority should enforce its existing internal control policies and procedures to
ensure that annual inspections of dwelling units are conducted in a timely manner and
documented within the tenant’s folder.

Auditee Response/Corrective Action Plan:
The Authority agrees with this finding.

The Authority will enforce its existing internal control policies and procedures to ensure
that annual inspections of dwelling units are conducted in a timely manner and
documented within the tenant’s folder,

Copies of the inspection reports were located in another folder other than the tenants’ unit
folders. Each Property Site Manager will ensure that the inspection reports list the work
orders numbers and attach the completed work orders to the inspection report. These
reports will be filed in the tenants’ folders.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Schedule of Findings and Questioned Costs
Year Ended September 30, 2007

Finding No. 07-02
Program: Section 8 Youcher - Eligibility
CEDA No. 14.871

Criteria:

In accordance with 24 CFR Sections 982.4, 982.54(d)(15), 982.152()(7) and 982.503,
the Authority must maintain current records to document the basis for the determination
that rent to owner is a reasonable rent. The Authority is also required to examine family
income and composition at least once every twelve months and adjust total rent and

housing assistance payment as necessary in accordance with 24 CFR Sections 5.617 and
982.516.

Condition;

For five (5) or 13% of the forty (40) vouchers tested, the tenant folders had missing or
incomplete documentation as follows:

Voucher Missing/Incomplete documentation:

1. #06-1655 - Rent Reasonableness Form not completed.
- birth certificates and ID for 19 yr. old son.
- Original application not on-file.

2. #01-GMC-14 - HUD forms 52641 & 52641A not signed by
tenant and landlord.

- Landlord business license and certificate of title
property location was incorrect. Lot# listed per
business license (Lot #1122-2-3) and per
Certificate of Title (Lot #1122-3-2),

3. #06-1597 - Certification of common-law relation not signed.
4. #03-0637 - Preliminary Clearance form not completed

For voucher #03-0637, the tenant was terminated and had an outstanding balance due the
landlord totaling $3,253 for 7 months but the Preliminary Clearance form was not
completed or signed by the tenant. The inter-office memorandum for Occupancy & Rent
Calculation for Tenant Changes (ORC) submitted to the Fiscal Department to discontinue
landlord payment could not be located nor could we trace the ORC to manual logbook
maintained by program personnel.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Schedule of Findings and Questioned Costs
Year Ended September 30, 2007

Finding No. 07-02, continued
Program: Section § Voucher - Eligibility
CFDA No. 14871

Cause:

The File Document Review and Checklist are not consistently used and verified for
completeness. It appears that the Housing Specialist and Supervisors did not propexly
review the tenant’s folder to ensure that all required documents are complete and accurate
at the time of admission or recertification. Quality control procedures have not been fully
implemented to ensure that case files are well-managed and properly maintained.

Effect:

The Authority is not in compliance of their policies and procedures as set forth in the
Administrative Plan for the Section 8 HCV program. The potential exists for incorrect
amounts or rent to be paid and not be detected in a timely manner, as well as
documentation being lost due to poor case file management.

Prior Year Status:

The above condition was cited as a similar finding in the prior year audit of the
Authority.

Recommendation:

Housing Specialist Supervisors should conduct a thorough review of each file prior to
admission or recertification to ensure that all required documentation is obtained prior to
admission. Greater guality control and enforcement procedures should be implemented
to mitigate errors made by Housing Specialist personnel. The Housing Manager should
periodically test a sample of tenant files for quality control and document the results to
correct any deficiencies in a timely manmner to strictly enforce adherence to the Section 8
Administrative Plan and HUD regulations.  The Compliance Officer should continue
also testing tenant files for quality control and SEMAP performance reporting purposes
and document the results accordingly and to ensure that tenant eligibility and
recertification documentation are accurately prepared and properly documented.

Auditee Response/Corrective Action Plan:

We agree with the finding. Each Housing Specialist is required to check off the item
from the checklist when each required document is received, filed and completed and the
Housing Specialist Supervisors are required to review each file to edsure every file is
complete and processed accurately. To reduce or elirninate this problem, each Housing

Specialist have been given a noticed regarding the proper use of the checklist and each
Supervisor is tasked to enforce the use of the checklist.
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GUAM HOUSING AND URBAN RENEWAIL AUTHORITY

Schedule of Findings and Questioned Costs
Year Ended September 30, 2007

Finding No. 07-03
Program: Section 8§ Voucher — Reasonable Rent
CFDA No. 14.871

Criteria;

In accordance with 24 CFR Sections 982.4, 982.54(d)(15), 982.158(f)(7) and 982.507,
the Authority must mainfain current records to document the basis for the determination
that rent to owner is a reasonable rent. The Authority must determine whether the rent to
owner is a reasonable rent in comparison to rent for other comparable unassisted units.
To make this determination, the PHA must consider:

1. The location, quality, size, unit type, and age of the contract unit; and
2. Anyamenities, housing services, maintenance and utilities fo be provided by the
owner in accordance with the lease.

Condition:

Based on our review of the 40 files tested, we noted the Rent Reasonableness
Determination Report continues to document comparable units exceeding the maximum
subsidy allowed based on the Payment Standard and comparable units are not always in
the same: location.

Cause:

The Authority’s administrative plan does not specifically address the segregation of the
duties for this function.

Effect:

"~ The Authority is not in compliance with 24 CFR 983.3 (b)(3)}(B) for quality control
sampling. The potential exists for the perpetration of fraud. through collusion for fraud
and kickbacks between landlords who have multiple rental units incorrect amounts or rent
to be paid

Prior Year Status:

The above condition was cited as a similar finding in the prior year audit of the
Authority.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Schedule of Findings and Questioned Costs
Year Ended September 30, 2007

Finding No. 07-03, continued
Program: Section 8 Voucher — Reasonable Rent
CFDA No. 14.871

Recommendation:

The data obtained on the Rent Reasonableness Determination Report should be analyzed
and documented in such a manner to explain the rationale for the rent determination. For
those landlords with multiple units, monthly rent rolls should be requested if needed to
determine rents charges for unassisted units. Once the Rent Reasonable Determination
Report is completed by the Building Inspector, it should be independently reviewed and
approved by the Housing Manager to segregate the duties,

Auditee Response/Corrective Action Plan:

The Authority agrees with this finding. The Authority will maintain current records to
document the basis for the determination that rent to owner is a reasonable rent in
comparison to rent for other comparable unassisted units.

The Authority will make this determination based on location, quality, size, unit type, and
age of the contract unit; and any amenities, housing services, maintenance and utilities to
be provided by the owner in accordance with the lease.

A Building Inspector Supervisor has been assigned to oversee the inspectors and their
reports relating to the comparables obtained for rent reasonableness.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Schedule of Findings and Questioned Costs
Year Ended September 30, 2007

Finding No. 07-04
Program: Section 8 Voucher — HQS Inspections and Enforcement
CFDANo. 14.871

Criteria:

In accordance with 24 CFR sections 982.158(d), 982.404, 982.405(b) and 985.3(f), the
Authority must inspect the unit leased to a family aunually to determine if the unit meets
Housing Quality Standards {HQS) and conduct quality control reinspections. To ensure
HQS enforcement, the Authority must perform a quality control sample of case files that
failed HQS inspections to show that, for all cases sampled, any cited life-threatening
HQS deficiencies were corrected within 24 hours from the date of inspection, all other
cited HQS deficiencies were corrected within no more than 30 calendar days from the
date of inspection or any approved extension, or, if HQS deficiencies were not corrected
within the required timeframe, the Authority stopped housing assistance payments
beginning no later than the first of the month following the correction period, or took
prompt and vigorous action to enforce the family obligations at least 98 percent of cases
sampled.

Condition:

For 3 or 5% of the forty (40) units tested for conducting HQS inspections and quality
control re-inspections, we noted the following:

1. Inspection reports were not on-file for independent verification for Voucher #s
06-1597, 03-0727, 06-1494 and 02-0396.

2. For Voucher #s 03-0803, 05-1223, 06-1492, 01-0012, 05-1223 and 05-1317, the
units failed the HQS inspection due to electrical hazards and defective smoke
alarm and was not corrected or re-inspected within 24 houwrs or 30 days.

Cause:

The Authority did not adhere to its Administrative Plan and there is a lack of internal
control monitoring to ensure that annual inspections, failed inspections and quality
control re-inspections are performed in a timely.

Effect:

The Authority is not in compliance with HUD regulations and its Administrative Plan.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Schedule of Findings and Questioned Costs
Year Ended Septemnber 30, 2007

Finding No. 07-04, continued
Program:  Section 8 Voucher - HQS Inspections and Enforcement
CFDA No. 14.871

Prior Year Status:

The above condition was cited as a similar finding in the prior year audit of the
Aauthority.

Recommendation:

The Authority’s should adhere to 24 CFR sections 982.158(d), 982.404, 982.405(b) and
085.3(f) and its Administrative Plan and establish and implement internal control
monitoring policies and procedures to ensure that annual inspections, failed inspections

and guality control re-inspections are performed in a timely.

Anditee Response/Corrective Action Plan:

The Authority agrees with this finding. HQS enforcement was not maintained for fiscal
year 2007, To correct this deficiency, the following corrective action has been
' implemented:

e An Inspector Supervisor is on board to ensure timely inspections. and re-
inspections are done. Among his responsibilities, the Inspector is tasked o ensure
all 24-hour and 30 day failed inspections are re-inspections are performed in a
timely manner. The Supervisor is also tasked to randomly review each inspection
report to determine compliance.

¢ Staff Training — Every inspector was provided HQS refresher training in 2007.
s The Supervisor is working with other staff to ensure that all HQS inspections and

re-inspections are performed and ofher HQS issues are corrected in a timely
manner.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Schedule of Findings and Questioned Costs
Year Ended September 30, 2007

Finding No. 07-05
Area: Fiscal Division — Financial Accounting System
CFDA No. N/A

Criteria:

In accordance with the Common Rule, the Authority should maintain a financial
accounting and management system to facilitate and be capable for the production of
accurate and timely financial information and related preparation of financial statements.

In assessing the adequacy of an applicant's financial management system, the awarding
agency shall rely on readily available sources of information, such as andit reports, to the
maximum extent possible. If additional information is necessary to assure prudent
management of agency funds, it shall be obtained from the applicant or from an on-site
review.

Condition:

In assessing the adequacy of the Authority’s financial management system we during our
andit, we continued to observe that the Fiscal Division is unable to produce the current
and complete financial statements on a monthly and annual basis. There is a consistent 2-
to 3 month delay in closing books each month and at fiscal year-end.

Cause:

The Authority lacks a sufficient number of gqualified accountants to ensure that the
accounting functions will not cease in the absence of exiting personnel and to allow for
proper cross-training of personnel. Several key accounting personnel were allowed to
take vacation during the course of the audit which caused delays in obtaining certain
audit information and/or explanation of significant accounting issues. Additionally, two
senior accountants quit the Authority shortly after the end of the fiscal year and have not
been replaced. '

Effect:
There is no known material effect on the financial as a result of this condition; however,
the potential exist for management to make financial decisions based on inaccurate or

non-current financial data.

Prior Year Status:

The above condition was cited as a similar finding in the prior year audit of the
Authority.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY
Schedule of Findings and Questioned Costs
Year Ended September 30, 2007

Finding No. 07-05, continued
Area: Fiscal Division — Financial Accounting System
CFDANo. N/A

Recommendation:

The Authority should consider hiring additional qualified accountants knowledgeable in
governmental accounting to alleviate the strain placed on existing personnel when
vacations are taken and extended absences occur and to ensure that certain accounting
functions do not cease. Efforts should be made to rotate and cross-train existing
accounting personnel to ensure that no one person is only knowledgeable of particular
accounting functions.

Standard operating policies and procedures should be developed and implemented to
facilitate and ease month-end and year-end closing procedures to ensure that all
accounting transactions are recorded and financial statements are prepared in a timely
manmner.

To the extent possible, accounting staff vacations should be planned to occur before, near
completion or after the audit is completed or alternate arrangements are made to transfer

accounting functions to other knowledgeable personnel.

Auditee Response and Corrective Action Plan:

The Authority recently hired a Controller whose top priority includes: timeliness of
financial reporting, recruitment of gualified accountants for the vacant positions, cross-
train existing accounting personnel to ensure that accounting functions do not cease while
vacations arc taken or extended absences OCCUL, providing personnel with quarterly
updates from HUD and other accounting issues, and update the accounting policies and
procedures manual.

The Fiscal and MIS Division will work together to ensure that the Financial Accounting
System generates the necessary 1eports (o meet all financial reporting in a timely manner.
Existing and new accounting personnel will be required to attend at least 16 credit bours
of continuing professional education courses in governmental and financial accounting
every year.

Vacation is a planned activity that occurs during the fiscal year. However, accounting
personnel will be authorized to go on vacations before, near completion or after the audit
is completed. Otherwise, in the event of unplanned leave (such as medical emergencies),
other accounting personnel will be able to respond to the auditors.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Schedule of Findings and Questioned Costs
Year Ended September 30, 2007

Finding Ne. 07-06
Area: Management Information Systems — IT Audit
CFDA No.  All Programs

Criteria:
An Information Technology audit (or IT audit) should be periodically conducted to
review the controls within the Authority's technology infrastructure.

Condition;

The MIS Division implemented controls over data validation, software security, file
transmission and report reconciliation to mitigate potential fraud and conducted a risk
assessment of the Authority’s ACH process and procedures; however, these systems have
not been independently evaluated to review the controls, computer security, encryption
and certification, intruder detection, network vulnerability and firewall security:

Cause:

Due to initial budget constraints, the Authority was not able to conduct an independent IT
audit during the fiscal year ending September 30, 2007.

Effect:
The potential exists for network intrusion and expose the Authority to the risk of loss or
theft of cash, establishment of fictitious vendor, landlord and tenant and payments made

and not detected in a timely manner.

Prior Year Status:

The above condition was cited as a similar finding in the prior year audit of the
Authority.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY
Schediile of Findings and Questioned Costs
Year Ended September 30, 2007

Finding No. 07-06, continued
Area; Management Information Systems — IT Audit
CFDA No. All Programs

Recommendation:

We commend the Authority consider conducting an IT audit to focusing on the
management of information technology and the Authority’s architecture to verify that the
MIS Division has developed an organized structure and procedures to ensure a controlled
and efficient environment and fo evaluate client/server intranet, and extranets to verify
controls are in place on computer receiving services, Server, and on the network
connecting to client servers. Regarding the protection of information assets, the IT andit
should alse include a review and evaluate an organization's information system's
availability, confidentiality, and integrity to identify risks that are relevant to information
assets, and assess controls in order to reduce or mitigate these risks.

Auditee Response/Corrective Action Plan:

We agree with this finding. Due to initial budget constraints, the Authority was not able
to conduct an independent IT andit during the fiscal year ending September 30, 2007.

The MIS Division has budgeted for the IT Audit in the Authority’s Fiscal Year 2008
budget. An RFP was issued in October 2007 and bids were evaluated and a vendor was
selected in January 2008. The IT hds begun and is on-going. at this time. Upon
completion of the IT Audit, the MIS Division will review the recommendations, as
provided, and make improvements/update where necessary.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Summary Schedule of Prior Year Audit Findings
Year Ended September 30, 2007

Audit Finding #

06-01 This finding was corrected in the current year.

06-02 This finding was corrected in the current year.

06-03 This finding was corrected in the current year.
Auditor’s Response: _
The plan of corrective action did not fully resolve the finding. A similar
deficiency was cited in current year Finding No. 07-02 indicative that the
Authority’s quality control monitoring policies and procedures were
ineffective, and HHS are not conducting thorough tenarit file reviews prior
admission or recertification.  Therefore this finding is considered
unresolved,

06-04 This finding was corrected in the current year.

06-05 This finding was corrected in the current year.

06-06 This finding was corrected in the current year.
Auditor’s Response:
The plan of corrective action did not fully fesolve the finding. A similar
deficiency was cited in current year Finding No. 07-01 indicative that the
Authority’s quality control monitoring policies and procedures were
ineffective, and the Authority did not inspect dwelling units in a timely
manner. Therefore this finding is considered unresolved.

06-07 This finding was corrected in the current year.

06-08 This finding was corrected in the current year.

06-09 This finding was corrected in the current year.

06-10 This finding was corrected in the current year.

06-11 This finding was corrected in the current year,
Auditor’s Response:
The plan of corrective action did not fully resolve the finding. A similar
deficiency was cited in current year Finding No. 07-03. Therefore, this
finding is considered unresolved.

06-12 This finding was corrected in the current year.

06-13 This finding was corrected in the current year.

06-14 This finding was corrected in the current year,
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Summary Schedule of Prior Year Audit Findings
Year Ended September 30, 2007

Audit Finding #

06-15

06-16

06-17

05-03
05-13
05-18
04-12
04-21

This finding was corrected in the current year.

Auditor’s Response:
The plan of corrective action did not fully resolve the finding. A similar

deficiency was cited in current year Finding No. 07-04 indicative that the
Authority’s quality control monitoring policies and procedures were
ineffective, and the Authority did not inspect umits in a timely manner.
Therefore this finding is considered unresolved.

This finding was corrected in the current year.

Auditor’s Response:

The plan of corrective action did not fully resolve the finding. A similar
deficiency was cited in current year Finding No. 07-03 citing that the Fiscal
Division is unable to produce timely financial statements and there is still a
2-to 3 month delay in closing the books each month and at year-énd.
Therefore this finding is considered unresolved.

This finding is unresolved.

Auditor’s Response:
The plan of comrrective action did was implemented in 2007, The Authority

engaged an independent consultant subsequent to the fiscal year ending
September 30, 2007.

This finding was corrected in the current year,
This finding is considered resolved.
This finding is considered resolved.
This finding is considered resolved.
This finding is considered resolved.
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Summary of Unresolved Questioned Costs
Year Ended September 30, 2067

Beginning Unresolved
Questioned Costs Costs Questioned
Cosis Allowed = Disallowed Costs
Total unresolved questioned costs
for fiscal year 2004 $ 33,588  §$ 33588 5 - $ -
Total unresolved questioned costs
for fiscal year 2005 12,609 12,609 - -
FY 2007 Questioned costs - - - -
Total unresolved questioned costs

at September 30, 2007 $§ 46,197 $ 26470 § - § -

Note |: The Authority considers the 2004 and 205 questioned costs resolved pursuant guidelines set
forth at OMB Circular A-133, Section .315(b)(4).
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Corrective Action Plan
Federal Award Findings and Questioned Costs
September 30, 2007

Finding No.  06-01
Program: Low Income Public Housing - Upfront Income Verification (UIV)

Finding:

For six (6) or 24% of the twenty-five (25) tenant files tested, the Authority failed to use HUD's
centralized Enterprise Income Verification (EIV) System or the TASS to validate tenant reported
income. While we noted that the EIV form was placed in the tenant’s file, there was no
documentation on-file to substantiate that the process of verification not performed for the. either
the EIV or TASS.

Corrective Action Stated and Taken:

The HS Supervisor will continue to monitor and ensure that the EIV printouts are filed and the
information on the EIV is verified and properly documented, as required through the QC review.

Responsible Party:

Public Housing Manager and Housing Specialist Supervisor

Cuarent Status:

Completed.

Finding No.  06-02

Program: Low Income Public Housing - Utility Allowance Schedule

Finding:

Based on review of the Authority’s Admission & Continued Occupancy Policies and Utility
Allowance Schedule, it has not been updated since 2004. The utility allowance schedule should
be updated as soon as possible and should be based on utility consumption and rate data for

various unit sizes, structure types, and fuel types.

Corrective Action Stated and Taken:

Uitility Allowance has been updated and approved by the GHURA Board of Commissioners on
November 9, 2006

Responsible Party:

Public Housing Manager and Housing Specialist Supervisor
Current Status:

Compieted.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Corrective Action Plan
Federal Award Findings and Questioned Costs
September 30, 2007
Finding No.  06-03
Program: Low Income Public Housing—Missing/Incomplete Documentation

Finding:
Cited as a similar finding in the prior year audit of the Authority,

a) 44ADAM - fraud affidavit, birth certificate for dependent, community service compliance-
certification or exemption; lease did not specify lease period and was not fully completed.

b) 22JCR - birth certificate for dependent, community service compliance-certification or
exemption.

¢) 29BDAM - dwelling lease agreement, community service compliance-certification or
exemption; HUD form 50058 only signed not by the Housing Manager.

dy 3IBATIS — community service compliance-certification or exemption.
e) 18PD - community service compliance-certification or exemption.

The Autherity should enforce and monitor its existing internal control policies and procedures to
ensure that all required documents are submitted and complete during the admission or
recertification process. There is a File Document Review and Checklist that is in the tenant’s
folder that should be completed to ensure that all the necessary documents are obtained, properly
completed and on file for independent verification. Supervisors and management must examine
files to ensure completeness and accuracy,

Corrective Action Stated and Taken:

There is a File Document Review and Checklist that is placed in all tenamts’ folders during the
recertification process. This checklist is used to ensure that all documents required are received,
filed in their respective folders, and to continue with the recertification process. The Housing
Specialist Supervisor is responsible to follow-through with a Quality Control Review to ensure
that this checklist is properly documented and completed by the Housing Specialists.

Responsible Party:

Public Housing Manager
Current Status:
Corrective action is on-going. The Public Housing Manager will continue to establish and refine

procedures for the recertification process and ensure that the Public Housing staff adheres to
quality performances in their work habis.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Corrective Action Plan
Federal Award Findings and Questioned Costs
September 30, 2007

Finding No. 06-04
Program: Low Income Public Housing—Family Report (form HUD-50058) vs.
Third-Party Verification

Finding:
Cited as-a similar finding (#05-03) in the prior year audit of the Authority,

22JCR — SS8#s for two tenant’s siblings were incorrectly inpitted as 999-99-9999 on Famiily
Report. In addition, the date of birth was incorrectly entered on Family Report as 5/21/99 instead
of 6/27/04.

The Authority should enforce its existing internal quality control policies and procedures to
ensure that information reported on FR agrees with the third-party verifications submitted during
the recertification and interim periods. A form stating change in family composition should be on
file and signed by the tenant and TRA acknowledging the adjustments made for the particular
lease period. Supervisors and management needs to examine files to ensure compliance with
policies and procedures.

Corrective Action Stated and Taken:

Housing Specialist is working with family to obtain the proper documents and retain within the
tenant’s folder. There is a File Document Review and Checklist that is placed in all tenants’
folders during the recertification process. This checklist is used to ensure that all documents
required are received, filed in their respective folders, and to continue with the' recertification
process. The Housing Specialist Supervisor is responsible to follow-through with a Quality
Control Review to ensure that this checklist is properly documented and completed by the
Housing Specialists.

Responsible Party:

Section 8 Housing Administrator

Current Statugs:

Corrective action is complete. The Public Housing Manager will continue to establish and refine

procedures for the recertification process and ensure that the Public. Housing staff adheres to
quality performances in their work habits.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Corrective Action Plan
Federal Award Findings and Questioned Costs
September 30, 2007

Finding No.  06-05
Program: Low Income Public Housing - Annual Recertification

Finding:

For one (1) or 4% of twenty-five (23) tenant files tested, the effective annual re-certification date
was 7/1/06 for Unit #4ADAM; however, form HUD 50058 was completed 8/14/06.

Corrective Action Stated and Taken:

Procedures are being enforced to ensure the timeliness of annual re-certifications such as Housing
Specialists obtaining annual recertification lists and beginning the process at least 90 days before
the anniversary date of initial lease. The HS Supervisor would review PIC Reports on a monthly
basis to monitor the status of reexaminations for program compliance.

Responsible Party:

Public Housing Manager, Housing Specialist Supervisor and Housing Specialists
Current Status:

Corrective action taken has been completed.

. Finding No.  06-06
Program: Low Income Public Housing — Annual Inspections

Finding:

For fifteen (15) or 60% of the twenty-five (25) tenant files tested, there was either nio inspection
report on file prior to lease renewal or inspection report indicated a failed inspection and there
were no work orders or re-inspections to evidence that the deficiencies were corrected in a timely
manner for the following:

a) Unit #12RSSA: Unit was inspected prior to recertification on 5/1/06.

b) Unit #9MJLG: Inspection report indicated an inoperable fire alarm and there was no
work order on file or subsequent inspection to evidence that the deficiency was corrected.

¢} Unit #3BATIS: Unit was inspected more than one after the annual recertification date of
1/6/08.

d) Unit #D15: Unit was inspected more than one after the annual recertification date of
27106,

e) Unit #8BMAK: Inspection was conducted using the UPCS Inspection Repert which
cited level 3 deficiencies which were for inoperative utility ground fault circuit
interrupter (GFCT) and there were no work ordets or subsgquent inspection reports on file
to evidence that these deficiencies were corrected in a timely manner.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Corrective Action Plan
Federal Award Findings and Questioned Costs
September 30, 2007
Finding No.  06-06, continued
Program: Low Income Public Housing — Annual Inspections

Finding:, continued

f) Units #44ADAM, #10BSAL, #32MAO, #31MAOQ, #8BMAK, #21BVDP & #22ICR:
Inspections were conducted using the Uniform Physical Condition Standards (UPCS)
Inspection Report which cited level 3 deficiencies which were for inoperative utility
Ground Fault Circuit Interrupter (GFCI) and there were no work orders or subsequent
inspection reports on file to evidence that these deficiencies were corrected in a timely
manner.

g) Units #21RTS & #52KAL: Upon move-in, the Housing Specialist and Inspector noted an
moperable smoke detector, leaky faucets, torn screen doors and a hole in the bedroom
door; however, there were no subsequent work orders on-file or subsequent inspections to
evidence that these deficiencies were fixed in a timely manner.

h) Unit #9JAP: Unit passed initial move-in inspection; however, upon actual move-in, the
unit was flooded in several rooms. The Housing inspector transferred the tenant to Unit
#9JICR and there was no inspection report on-file to evidence that the Unit #9JCR was
inspected before the tenant took occupancy on 9/28/06.

Corrective Action Stated and Taken:

The Authority must conduct annual inspections of dwelling and non-dwelling units annually.
Furthermore, the Authority would ensure inspections be conducted at move in prior to occupancy,
periodically (but not less than annually) prior to lease renewal, and at move out to determine
whether the Authority maintains safe, decent and sanitary dwelling units.

The Housing Specialist Supervisor, Construction Inspector 11, and Public Housing Manager will
establish procedures regarding the inspection process. All life threatening UPCS deficiencies
must be corrected within 24 hours from the inspection date; and other cited UPCS deficiencies
should be corrected within 30 calendar days from inspection.

The Construction Inspection II shall re-inspect the “failed” unit to ensure that the deficiencies
have been comected. The Housing Specialists shall also ensure that the inspection reports are
completed with notations of completed work order numbers and dates.

The Public Housing Manager must ensure that staffs are complying with program requirements.

The Public Housing Manager will evaluate and validate that the staff performed a quality control
review and that all requirements have been met and properly documented.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Corrective Action Plan
Federal Award Findings and Questioned Costs
September 30, 2007

Finding No.  06-06, continued
Program: Low Income Public Housing — Annual Inspections

Respoensible Party:

Pubtic Housing Manager, HS Supervisor, Construction Inspector I, and Housing Specialists.
Current Status:

Corrective action is on-going,

Finding No. 06-07

Program: Low Income Public Housing — Risk Management

Finding:

A typhoon insurance coverage waiver was granted by HUD provided that the Authority establish
and maintain a separate typhoon coverage escrow account in which it will deposit $200,000
annually until the account balance reaches a minimum of balance of $1 million. As of September
30, 2006, the typhoon coverage escrow account had not been established and it should have

deposited $400,000 in the account.

Corrective Action Stated and Taken:

The GHURA Typhoon Self-Insurance Escrow Account has been recently established and a

deposit of $600,000 has been made, which represents the balance required through FY 2007.

Responsible Party:
Acting Controlier
Current Status:

Corrective action taken has been completed.
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Corrective Action Plan
Federal Award Findings and Questioned Costs
September 30, 2007

Finding No. 06-08

Program: Section 8 Housing Choice Voucher — Payment Standard

Finding:

This was cited as a similar finding in the prior year.

The Payment Standard approved by the Board of Commissioners effective 3/1/06 is incorrect for
the maximum rent of $608 for studio bedroom size. The HUD approved Fair Market Rent for a
studio unit was $685 and GHURA's payment standard should be at 90% or $616 of the approved
FMR.

Corrective Action Stated and Taken:

The payment standard set for a studio bedroom was an oversight and has since been rectified.
The payment standard has been revised and the studic payment standard is now set at $709,
which is at 100% of the current FMR. The new payment standard schedule was approved by the
GHURA. Board of Commissioners and is effective January 1, 2007.

Relsponsibie Party:

Section 8 Housing Administrator

Current Status:

The payment standard set for a studio bedroom was an oversight and has since been rectified. The
payment standard has been revised and the studio payment standard is now set at $709, which is

at 100% of the current FMIR. The new payment standard schedule was approved by the Board of
Commissioners and is-effective 11/1/07. Therefore, corrective action taken has been completed.
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Corrective Action Plan
Federal Award Findings and Questioned Costs
September 30, 2007

Finding No.  96-09

Program: Section 8 Voucher - Utility Allowance Schedule
Finding:

This was cited as a similar finding in the prior year:

The Authority did not have an up-to-date utility allowance schedule for the fiscal year ended
September 30, 2006.

Corrective Action Stated and Taken:
The Utility Allowance was updated and approved by the Board of Commissioners on 11/9/06.

Responsible Party:

Section 8 Housing Administrator
Current Status:

Corrective action taken has been completed.

Finding No. 06-10 _
Program: Section 8§ Youcher - Eligibility & Rent Reasonableness

Finding:

This was cited as a similar finding in the prior year. For 8 of 30 vouchers selected, the tenant
 folders had missing documentation or not signed for the period under audit are as following:

a) 06-1858 — rent reasonableness form

b) 03-0732— personal data (85 cards, birth certificates)

¢} 02-0369 - declaration of Section 214 status form

d)} 03-0737 - declaration of Section 214 status form

e) 06-1661 — termination letter

) 03-0799 ~ termination letter

g) 04-1031 - HAP contract not signed by manager

h) 01-0093 — HAP contract not signed by manager

i) 02-0369 — 4/16/06 interim form HUD-50058 not signed by manager and tenant

For vouchers #06-1858 and #03-0799, it was noted that the eligibility documentation consisted
of loose papers and were disorganized in no chronological order and incomplete.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Corrective Action Plan
Federal Award Findings and Questioned Costs
September 30, 2007

Finding No.  06-10, continued
Program: Section 8 Voucher — Eligibility & Rent Reasonableness

Finding:, continued

Noted in #06-1858 that HAP contract was signed by Housing Administrator and landlord and had
to obtain the following documents from HS Supervisor:

1) Inspection report;

2) rent reasonableness determination report;

3) determination of utility allowance,

4) request for tenancy approval form HUD-52517.

Based on inguiries with HS Supervisor, the documents were pulled from the tenant’s folder for
the next upcoming tenant recertification whose effective date is 7/31/07. Upon further inspection
of the missing documents, it was noted that the inspection report was dated 7/19/06 and the new
admission tenant effective date was the same day. In addition the inspection report indicated a
zero for the number of sleeping bedrooms and purposes for the FMR or payment standard. The
Rent Reasonableness Determination Report appeared to document only one comparable unit
located in Santa Rita since the other comparables were located in high-cost district areas and in
the northern village of Dededo. However, the building inspector certified the proposed rent of
reasgnable,

Corrective Action Stated and Taken:

Rent Reasonableness - The Quality Control Review process is to ensure that the Authority has a
written methodology -of determining for each unit leased that the rent to the owner s reasonable
based on current rents for comparable unassisted units. Supervisors will conduct QC reviews to
ensure. that the staffs are adequately implementing the Authority’s method of determining
reasonable rent. Supervisors will also conduct QC verifications on a monthly basis using the
updated written methodology; monitor staffs to ensure that they are complying with the
methodology in determining reasonable rent; and monitor for proper documentation in the file.

Missing Documentation — Supervisors to enforce existing internal control policies and procedures
to ensure that all required documents are submitted and completed during the admission and
recertification process. QC. reviews to conduct periodic inspections of files to ensure that the
tenant eligibility and recertification documentations are accurately prepared and documented

properly.

Responsible Partv:

Section 8 Housing Administrator and Housing Specialist Supervisors
Current Status:

Corrective action taken has been completed.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Corrective Action Plan
Federal Award Findings and Questioned Costs
September 30, 2007
Finding No, 06-11
Program: Section 8 Voucher — Reasonable Rent

Finding:
The following were noted:

1. The Rent Reasonableness Determination Report appears 1o document comparable units
‘that exceed payment standard amounts and comparable units are not always in the same
focation.

2. Reasonable rent determinations are conducted, certified and approved by the Authority’s
Building. Consequently, there is no segregation of duties with the rent reasonableness
determination.

3. There is no independent review or guality control procedure in place to ensure that
comparables are being objectively obtained and in fact reasonable rents. There is no
documented explanation or analysis for determining how rates were obtained and
compared to the proposed leased unit.

Corrective Action Stated and Taken:

The process has been reassessed and new processes are currently being implemented to achieve
program compliance.

Staff are scheduled for training in July and August 2007 to increase their understanding and
knowledge of the Rent Reasonableness requirement. The new process involves:

1. Comparables data of more than 1,000 have been updated during the first quarter of
2007. The Authority commissioned a private contractor to gather accurate and
certifiable comparables data;

2. The authority does have an electronic Comparable database system that adequately
prepares a comparable report based on the nine factors required under 24 CFR
982.507. Inspectors are mandated to generate only electronic comparable reports to
avoid possible collusion, etc., and manually prepared comparables are prohibited and
will no longer be used.

3. A guality control review policy has been developed and is being implemented for
fiscal year 2007; and
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Corrective Action Plan
Federal Award Findings and Questioned Costs
September 30, 2007

Finding No.  06-11, continued
Program: Section 8 Voucher — Reasonable Rent

Corrective Action Stated and Taken:

4. To ensure compliance with rent reasonableness test and the payment standards, the
Inspectors are reviewing all initial rent and owner rental increase requests. The
inspectors prepare the electronic comparables report and provide recommendations of
spproval or disapproval of the rent rate. The Section 8 Administrator reviews the
Inspector’s recommendation dnd issues a final approval or disapproval of all rental
rates increases/decreases in accordance with the regulation,

Responsible Party:

Section 8 Housing Administrator
Current Status:

Corrective action taken has been compieted.

Finding No.  06-12
Program: Section 8 Housing Choice Voucher - Portability

Finding;

For i of 30 vouchers tested, the Authority overpaid a fandlord and Vancouver Housing Authority
for a portable family under voucher #08-2408. The family provided the Authority a termination
of lease agreement effective 2/17/06 and sought housing from the Vancouver Housing Authority.
The portability was effective 3/13/06 and the HAP and administrative fees for the portable family
was $638 and $42.52, respectively. However, the Authority continued to make payments to the
landlord resulting in an overpayment of $1.229 and overpaid the Vancouver Housing Authority
by $1,757 as of May 1, 2007.

Corrective Action Stated and Taken:

The Housing Specialist Supervisor submitted the required documents to the Fiscal Division for
processing with accurate payment amounts. To ensure quality control procedures, each Housing
Specialist Supervisor has been designated to coordinate, frack, and update their respective
portability clients. The Supervisors perform monthly quality control reviews to determine status
of each portability tenant and to ensure reconciliation of payment adjustments are applied
accordingly. The monthly reports are submitted to the Section 8 Administrator for consolidation.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Corrective Action Plan
Federal Award Findings and Questioned Costs
September 30, 2007

Finding No.  06-12, continued

Program: Section 8 Housing Choice Voucher - Portability

Corrective Action Stated and Taken:

The Section 8 Administrator and the Controller will establish internal control procedures to
process and monitor outgoing vouchers and will ensure that Supervisors perform quality control

reviews, The Section 8 Administrator and Controller will establish procedures to monitor
outgeing vouchers and detect possible overpayments in a timely manner,

Responsible Party:

Section 8 Housing Administrator

Current Status:

Corrective action taken has been completed.

Finding No. 06-13

Program: Section 8 Housing Choice Voucher — Drug Abuse and Criminal Activity

Finding:

There were 14 of 30 vouchers selected for which the Police/Court Clearance was not obtained for
the following:

Continding Vouchers New Admissions
#03-1683 #01-0312 #08.224}1
#03-0710 #05-1456 #03-0915
#05-1464 #08-2408 #01-0093
#03-0799 #03-0732 #08-2213
#03-0732 #06-1858

Corrective Action Stated and Taken:
The requirement of obtaining criminal record clearances is required for all new admissions. The

Section 8 staff is ensuring that the continuing vouchers do have police clearances in file while
processing as new admissions.

Responsible Party:
Section 8 Housing Administrator
Current Status:

Corrective action taken has been completed.
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Corrective Action Plan
Federal Award Findings and Questioned Costs
September 30, 2007

Finding No.  06-14
Program: Section 8 Voucher ~ Waiting List

Finding:

Initial QC procedures were being performed. However QC sampling methodology and
procedures are not clearly documented and there were no documented independent QC review
procedures confirming that 98% of the families in both samples of applicants and admissions
were selected from the waiting list for admission in accordance with its administrative polices and
met the selection criteria that determined their places on the waiting list and their order of
selection.

Corrective Action Stated and Taken:

The Section 8 Administrator has established the quality control policies and procedures under
SEMAP. These QC policies and procedures outlines sampling methodologies to ensure that
periodic or annual sampling of records are drawn in an unbiased manner, The review is
conducted by another qualified person other than the person who performed the original work.
This is required in order to determine if the work documented in the files or records conforms ta
program requirements and minimum quality control sampling requirements.

A. Quality Control Evaluation and Validation: The Section 8 Administrator must ensure that
staffs are complying with program requirements for selecting families from the Waiting
List. ' The Administrator shall evaluate and validate that the Housing Specialist
Supervisor performed a quality control review on indicator #1; all requirements have
been met, and properly documented.

B. Documentation: The Section 8 Administrator must document its review of the Housing
Specialist Supervisor's Quality Control process.

C. Amnual SEMAP Certification Reporting: The Administrator must prepare monthly
validation reports with supporting documentation to substantiate that requirements have

been met for Indicator #1 Selection from the Waiting List. The Validation Report will be
used to (1) certify SEMAP, and (2) assess and account towards employee performance.

Responsiblie Party:
Section 8 Housing Administrator
Current Status:

Corrective action taken has been completed.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Corrective Action Plan
Federal Award Findings and Questioned Costs
September 30, 2007

Finding No. 06-15
Program: Section 8 Voucher - Housing Quality Standards Inspections

Finding:

1. The inspection report was not o file for voucher #06-1858 for the recertification effective
date of 7/1/06.

2. Initial QC inspection procedures being performed; however, the quality control sampling
methodology and procedures are not adeguately documented in the Administrative Plan.

3. Sampling techniques used for the QC inspections for re-inspections did not include an
adequate cross-section of all inspectors and neighborhoods for recent completed initial HQS
inspections performed during the 3 months preceding re-inspection.

4. Sampling techniques used for the QC inspections of failed inspections did not include an
adequate cross-section of all inspectors and neighborhoods for recent completed initial HQS
inspections performed during the 3 moaths preceding re-inspection.

Corrective Acton Stated and Taken:

The Section 8 Administrator has established the QC policies and procedures under SEMAP.
These QC policies and procedures outline sampling methodologies to ensure that periodic or
annual sampling of records are drawn in an unbiased manner. The review is conducted by another
qualified person other than the person who performed the original work. This is required in order
to determine if the work documented in the files or records conforms to program requirements
and minimum quality control sampling requirements.

The QT Review process is to ensure that the Authority follows each HQS inspection of a unit
under contract where the unit fails to meet HQS, any life-threatening HQS deficiencies are
corrected within 24 hours from the inspection, and all other cited HQS deficiencies are corrected
within or no more than 30 calendar days from inspection or any PHA approved extensions, ¥
HQS deficiencies are not corrected in a timely manper, the PHA would abate the housing
assistance payments until the deficiencies are corrected within the specified period.

Responsible Party:

Section 8§ Housing Administrator
Current Status:

Corrective action has not been fully implemented.
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Corrective Action Plan
Federal Award Findings and Questioned Costs
September 30, 2007

Finding No. 06-16

Area:

Fiscal Division — Account reconciliations

Finding:

Based on the results of -observations made during our audit, the accounting system is unable to
produce the following and the alternative time-consuming procedures are being used as follows:

There is a consistent 2 to 3 month delay in closing books each fiscal year and it appears that
additional qualified accountants may be needed.

1.

Various account and/for grant projects were not reconciled throughout the fiscal year in a
timely manner,

Material discrepancies were noted between the amounts recorded in the general ledger as
compared to records maintained and accounted for by the Program Managers at the
Research, Planning & Evaluation Division (RP&E). Considered time was spent
reconciling amounts reported to grantor agencies by RP&E and amounts recorded in the
general ledger which reported in significant differences initially reported on the
Authority’s schedule of expenditures of Federal awards.

General ledger account with balances approximating $1.1 million had not been properly
reconciled and adjusted. Consequently, audit adjustments were made to correct the
unreconciled account balances. We noted other immaterial account balances which have

-not been properly reconciled.

Accounting personnel need additional training in governmental accounting and financial
reporting standards particularly on GASBS No. 34.

Several key accounting personnel were allowed to take vacation during the course of the
audit which caused delays in obtaining certain audit information or explanation of
accounting issues.

Corrective Action Stated and Taken:

I.

The Authority recently hired a Controller whose top priority will be timeliness of
financial reporting.

The primary reasons for disciepancies are accruals of expenditures (and revenues) in the
general ledger. RPE maintains records on a cash basis. Goal is to rely on the general
ledger as program books of account, which will be maintained by RPE, for efficiency and
economy purposes. The schedule of expenditures of federal awards should be based on
the accrual basis of accounting,
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Comrective Action Plan
Federal Award Findings and Questioned Costs
September 30, 2007
Finding No.  06-16, continued
Area: Fiscal Division — Account reconciliations

Corrective Action Stated and Taken: continued

3. The primary reasons for discrepancies are accruals of expenditures (and revenues) in the
general ledger. RPE maintains records on a cash basis. Goal is to rely on the general
ledger as program books of account, which will be maintained by RPE, for efficiency and
economy purposes. The schedule of expenditures of federal awards should be based on
the accrual basis of accounting.

4. Accounting personnel have received governmental accounting and accounting updates,
including recent GASB pronouncements during the fiscal year.

5. Vacation is a planned activity that occurs during the fiscal year. Certain leave, especially
those related to medical emergencies, however, cannot be anticipated or planned. Two
weeks should not make a significant difference in the timeliness of audit progress or
completion.

Responsible Party:

Acting Controlier

Current Status:

Corrective action has not been fully implemented.
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Corrective Action Plan
Federal Award Findings and Questioned Costs
September 30, 2007
Finding No.  06-17
Area: Management Information Systems & Automated Clearing House

Transactions

Finding:

The Authority elecironically submits vendor, tenant and landlord information to various financial
institutions for direct deposits to via the Internet for ACH processing.  The MIS Division
implemented controls over data validation, software security, file transmission and report
reconciliation to mitigate potential fraud and conducted a risk assessment of the Authority’s ACH
process and procedures; however, these systems have not been independently evaluated to
review the controls, computer security, encryption and certification, intruder detection, network
vilnerability and firewall security.

Corrective Action Stated and Taken:

The Management Information Systems Division has always kept ACH policies and security
measures in the forefront of all of its electronic processes. Without concise and tested conirols
and procedures, there would be much more room for scrutiny. Although MIS continues to
monitor and review electronic processing, it is mandatory we keep abreast of these dynamic
issues and constantly improve our applicable knowledge through training, research, and a
possible Imformation Technology (IT) audit indicating where our weaknesses may lie. Through a
welcomed IT audit we will establish a baseline from which to move forward. The following is
the Plan of Action:

11/06 — MIS will budget and solicit via an RFP an IT audit within the FY08,
12/06 — MIS will review, select, and award the RFP IT audit to a successful vendor.

02/07 — Vendor will conduct IT audit, providing findings which document the results, weakness
& strengths, recommendations, efc.

03/07 — Based on the recommendations, MIS will develop a phased-in approach based on
criticality of each finding, its review, impact, and feasibility.

03/07 — MIS will procure any additional software, hardware, and/or training resulting from the IT
audit (budget permitting),

06/07 — Commence documented implementation of the phased-in approach,

Responsible Party:

Data Processing Services Administrator
Current Status:

Corrective action has not been fully implemented and the. IT audit is expected to completed
during FY08.
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Corrective Action Plan
Federa] Award Findings and Questioned Costs
September 30, 2007

Finding No.  05-03
Program: Low Income Pablic Housing—Family Report (form HUD-50058) vs.
Third-Party Verification

Finding:

The plan of corrective action did not fully resolve the finding. A similar deficiency-was cited in
current year #06-04 indicative that the Authority’s quality control monitoring policies and
procedures were ineffective, and HHS are not conducting thorough tenant file reviews prior
admission or recertification.

Corrective Action Stated and Taken:

Since this audit finding, the proper corrections were made on the Family Reports in regards to
inputting the accurate social security numbers and dates of birth for the tenant’s dependents.
Housing Specialist is working with family to obtain the proper documents and retain within the
tenant’s folder. There is a File Document Review and Checklist that is placed in all tenants’
folders during the recertification process. This checklist is used to ensure that all documents
required are received, filed in their respective folders, and to continue with the recertification
process. The Housing Specialist Supervisor is responsible to follow-through with a Quality
Control Review to ensure that this checklist is properly documented and completed by the
Housing Specialists.

Responsible Party:

Section 8 Housing Administrator and the Public Housing Manager

Cuirent Status: .

Corrective action is complete, The Public Housing Manager will continue to establish and refine

procedures for the recertification process and ensure that the Public Housing staff adheres to
quality performances in their work habits.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Corrective Action Plan
Federal Award Findings and Questioned Costs
September 30, 2007
Finding No.  05-08
Program: Section 8 Voucher—Missing Documentation

Condition:

The plan of corrective action did not fully resolve the finding. A similar deficiency was cifed in
curtent year #06-10 indicative that the Authority’s quality control monitoring policies and
procedures were ineffective, and HHS are not conducting thorough tenant file reviews prior
admission or recertification.

Corrective Action Stated and Taken:

Since this audit finding, the proper corrections were made on the Family Reports in regards 1o
inputting the accurate social security numbers and dates of birth for the tenant’s dependents,
Housing Specialist is working with family to obtain the proper documents and retain within the
tenant’s folder. The Housing Specialist Supervisor is responsibie to follow-through with a
Quality Control Review to ensure that this checklist is properly documented and completed by the
Housing Specialists.

Responsible Party:

Section 8 Housing Administrator and the Public Housing Manager
Curent Status:
Corrective action is complete. The Public Housing Manager will continue to establish and refine

procedures for the recertification process and ensure that the Public Housing staff adheres to
quality performances. in their work habits.

Finding No.  05-13
Program; Family Self-Sufficiency (FSS)—Miscaleudation of Cumulative FSS
Escrow Balance

Finding:
‘The plan of corrective action did not fully resolve the finding. For 3 of 23 participant files
selected, the cunmiative balance of the participant™s FSS escrow .as of September 30, 2005 was

miscalculated for the following:

Escrow balance Escrow balance

Participant Progiam per client recalculated variance
1. 4BVDP PH £ 432 ] s 360 $ 72
2. 030775 S8 6,983 7.046 63
3. I0IE PH 3,809 4,102 203
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY

Corrective Action Plan
Federal Award Findings and Questioned Costs
September 30, 2007

Finding No.  05-13, continued
Program: Family Self-Sufficiency (FSS)—Miscalculation of Cumulative FSS
Escrow Balance

Corrective Action Stated and Taken:

Interim adjustments have be made to correct the miscalculations. The FSS Action Plan was
updated since there are certain policies and procedures that are absent in the Action Plan, to
include the number of participants the program should have. The PH Manager will establish
procedures to ensure that this program is in full compliance. The FSS Coordinator will ensure that
an escrow report is completed and filed in each FSS case file on an annual basis.

Both the PH Manager and the PH Compliance Officer have been tasked to conduct a full quality

review of the FSS case files. Upon completion, the PH Compliance Officer wiil conduct a
guarterly review of the files.

Responsible Party:

Public Housing Manager, Program Development Coordinator and the Program Coordinators 1T
Current Status:

Corrective action is complete. The Public Housing Manager will continue to establish and refine

procedures for the recertification process and ensure that the Public Housing staff adheres to
quality-performances in their work habits.
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GUAM HOUSING AND URBAN RENEWAL AUTHORITY
Supplementary Information
Schedule 1

Salaries, Wages and Benefits
Year Ended September 30, 2007

Salaries, wages and benefits:

Salaries $ 3,636,858
Retirement benefits 802,800
Benefits other than retirement 271,881
Overtime pay 114.842

Total salaries, wages and benefits $ 4826381
Employees at end of year 108

Note 1: The salaries, wages and benefits noted above are reported in the accompanying
financial statements on a functional basis by program.
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