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BURGER ∙  COMER ∙  & ASSOCIATES  

C E R T I F I E D  P U B L I C  A C C O U N T A N T S   

 
 

 

March 17, 2025 

 

 

Board of Directors  

Pohnpei State Housing Authority 

 

We have audited the financial statements of the Pohnpei State Housing Authority (the Authority), a 

component unit of the Pohnpei State Government, for the year ended September 30, 2023 , in accordance 

with auditing standards generally accepted in the United States of America (GAAS) and the standards 

applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller 

General of the United States, and have issued our report thereon dated March 17, 2025. 

 

Provided in the following pages is a summary of required communications between the audit team and 

those charged with governance, as required by AICPA Clarified US Auditing Standard (AU-C) 260, “The 

Auditor’s Communication With Those Charged With Governance”, and other applicable auditing 

standards. 

 

Our comments in this letter will assist you in fulfilling your obligations to provide oversight of financial 

reporting and disclosure processes for which the management of the Authority is responsible.  

 

This letter is intended solely for the information and use of the Board of Directors, management, and is 

not intended to be and should not be used by anyone other than these specified parties.  

 

We extend our gratitude to the staff and management of the Authority for their cooperation and assistance 

during this engagement.  

 

Respectfully, 

 

 

Tamuning, Guam 

 

cc: Management of the Pohnpei State Housing Authority 
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Our Responsibility Under Generally Accepted Auditing Standards and Generally Accepted 

Government Auditing Standards   

 

Our responsibilities under (1) generally accepted auditing standards, (2) the standards applicable to 

financial audits, contained in Government Auditing Standards, issued by the Comptroller General of the 

United States (“generally accepted government auditing standards”), the objectives of an audit conducted 

in accordance with the auditing standards are:  

 

• To express an opinion on whether the Statement of Net Position of the Authority as of September 

30, 2023 and the related statement of revenues, expenses, and changes in net position and of cash 

flows for the years then ended (the “financial statements”), are presented fairly, in all material 

respects, in accordance with accounting principles generally accepted in the United States of 

America (“generally accepted accounting principles”), and performed specified procedures on the 

required supplementary information for the year ended September 30, 2023; 

 

• To report on the Authority’s internal control over financial reporting and on its compliance with 

certain provisions of laws, regulations, contracts, and grant agreements and other matters for the 

year ended September 30, 2023, based on an audit of financial statements performed in accordance 

with generally accepted government auditing standards.  

 

Our responsibilities under generally accepted auditing standards and generally accepted government 

auditing standards include forming and expressing an opinion about whether the financial statements that 

have been prepared with the oversight of management and the Board of Directors are presented fairly, in 

all material respects, in conformity with generally accepted accounting principles. The audit of the 

financial statements does not relieve management or the Board of Directors of their responsibilities. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 

the financial statements. The procedures selected depend on our judgement, including the assessment of 

the risks of material misstatement of the financial statements, whether caused by fraud or error. In making 

those risk assessments, we consider internal control over the financial reporting relevant to the Authority’s 

preparation and fair presentation of the financial statements in order to design audit procedures that were 

appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness of 

the Authority’s internal control over financial reporting. Accordingly, we do not express on opinion on 

the effectiveness of the Authority’s internal control over financial reporting. Our consideration of internal 

control over financial reporting was not designed to identify all deficiencies in internal control over 

financial reporting that might be significant deficiencies or material weaknesses.  

 

Significant Audit Matters 

 

Qualitative Aspects of Accounting Practices  

 

Management is responsible for the selection and use of appropriate accounting policies. The significant 

accounting policies used by the Authority are described in Note 1 to the financial statements. Apart from 

the implementation of new GASB Statements highlighted below, no new accounting policies were 

adopted, and the application of existing policies was not changed during 2023.  
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Significant Audit Matters, Continued 

 

Qualitative Aspects of Accounting Practices, continued 

 

We noted no transactions entered into by the Authority during the year for which there is a lack of 

authoritative guidance or consensus.  All significant transactions have been recognized in the financial 

statements in the proper period. 

 

During the year ended September 30, 2023, the Authority implemented the following pronouncements:  

 

• GASB Statement No. 94, Public-Private and Public-Public Partnerships and Availability 

Payment Arrangements.  

• GASB Statement No. 96, Subscription – Based Information Technology Arrangements. 

• Certain required provisions of GASB Statement No. 99, Omnibus 2022. Particularly:  

o Provisions relating to the clarification of GASB Statement No. 87.  

o Provisions relating to the clarification of GASB Statement No. 94.  

o Provisions relating to the clarification of GASB Statement No. 96. 

o Provisions relating to the modification of accounting and reporting guidance for the 

termination of hedges as established in GASB Statement No. 53, Accounting and 

Financial Reporting for Derivative Instruments 

 

The implementation of these statements did not have a material effect on the Authority’s financial 

statements.  

 

Management of the Authority is currently evaluating the future impact of adopting the following upcoming 

GASB statements: 

 

• Certain provisions in GASB Statement No. 99, Omnibus 2022. Particularly those relating 

to: 

o Modifications to the guidance in GASB Statement No. 70, Accounting and 

Financial Reporting for Nonexchange Financial Guarantees.  

o Guidance on the classification and reporting of derivative instruments within the 

scope of GASB Statement No. 53, Accounting and Financial Reporting for 

Derivative Instruments.  

• GASB Statement No. 100, Accounting Changes and Error Corrections.   

• GASB Statement No. 101, Compensated Absences.  

• GASB Statement No. 102, Certain Risk Disclosures 

 

We have evaluated the significant qualitative aspects of the Authority’s accounting practices, including 

accounting policies, accounting estimates and financial statement disclosures and concluded that the 

policies are appropriate, adequately disclosed, and consistently applied by management.  

 

 

 

 

 



The Board of Directors  

Pohnpei State Housing Authority 

Page | 4 

 

 
 

Management Judgement and Accounting Estimates 

 

Accounting estimates are an integral part of the financial statements prepared by management and are 

based on management’s current judgments. Those judgements are ordinarily based on knowledge and 

experience about past and current events and on assumptions about future events. Significant accounting 

estimates reflected in the Authority’s financial statements include: Management’s estimates of the 

allowance for loan losses, which is determined based upon past collection experience and aging of the 

accounts, and; Management’s estimate of depreciation expense, which is based on the estimated useful 

lives of the Authority’s respective capital assets. During the year ended September 30, 2023, we are not 

aware of any significant changes in accounting estimates or in management’s judgements relating to such 

estimates.  

 

The financial statement disclosures are neutral, consistent, and clear. 

 

Audit Adjustments and Reclassifications 

 

Our audit of the financial statements was designed to obtain reasonable, rather than absolute, assurance 

about whether the financial statements are free of material misstatement. As a result of our audit work, we 

identified matters that resulted in audit adjustments that we believe, either individually or in the aggregate, 

would have a significant effect on the Authority’s financial reporting process.  

 

Such adjustments, listed in Appendix A to Attachment II, were brought to the attention of management 

during the course of our audit procedures and were corrected by management during the current period 

and are reflected in the 2023 financial statements.  

 

Difficulties Encountered in Performing the Audit  

 

We encountered no significant difficulties in dealing with management in performing and completing our 

audit. 

 

Corrected and Uncorrected Misstatements  

 

Professional standards require us to accumulate all known and likely misstatements identified during the 

audit, other than those that are clearly trivial, and communicate them to the appropriate level of 

management. Appendix B to Attachment II includes a listing of uncorrected misstatements that were 

presented to management during our audit. Management has determined that their effects are immaterial, 

both individually and in the aggregate, to the financial statements taken as a whole. The uncorrected 

misstatements or the matters underlying them could potentially cause future period financial statements 

to be materially misstated, even though, in our judgment, such uncorrected misstatements are immaterial 

to the financial statements under audit.  
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Disagreements with Management  

 

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or 

auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial 

statements or the auditor’s report. We are pleased to report that no such disagreements arose during the 

course of our audit. 

 

Management Representations  

 

We have requested certain representations from management that are included in the management 

representation letter dated March 17, 2025. 

 

Management Consultations with Other Independent Accountants  

 

In some cases, management may decide to consult with other accountants about auditing and accounting 

matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves application 

of an accounting principle to The Authority’s financial statements or a determination of the type of 

auditor’s opinion that may be expressed on those statements, our professional standards require the 

consulting accountant to check with us to determine that the consultant has all the relevant facts. To our 

knowledge, there were no such consultations with other accountants. 

 

Other Audit Findings or Issues  

 

We discussed a variety of matters, including the application of certain accounting principles and auditing 

standards, with management; however, these discussions occurred in the normal course of our professional 

relationship and our responses were not a condition to our retention. 

 

Management Representations  

 

We have made specific inquiries of the Authority’s management about the representations embodied in 

the financial statements. In addition, we have requested that management provide to us the written 

representations that the Authority is required to provide to its independent auditors under generally 

accepted auditing standards. We have attached to this letter, as Attachment II, a copy of the representation 

letter we obtained from management.  

 

Control Related Matters 

 

We have issued as separate report to you, dated March 17, 2025, on the Authority’s internal control over 

financial reporting and on its compliance with certain provisions of laws, regulations, contracts, and grant 

agreements and other matters, which was based on the audit performed in accordance with Government 

Auditing Standards.  

 

We have identified, and included in Attachment I, certain deficiencies related to the Authority’s internal 

control over financial reporting as of September 30, 2023 that we wish to bring to your attention.  
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Control Related Matters, Continued 

 

A description of the responsibility of management for establishing and maintaining internal control over 

financial reporting and of the objectives of and inherent limitations of internal control over financial 

reporting, is set forth in the attached Attachment II and should be read in conjunction with this letter.  
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Attachment I—Management Letter Comments/Deficiencies 

 

SECTION I – DEFICIENCIES  

 

We identified the following deficiencies involving the Authority’s internal control over financial reporting 

as of September 30, 2023: 

  

(1)  Reconciliation – Cash Receipt (CRJ), Direct Deposit (DDJ), Cash Disbursement (CDJ), and 

Voucher Payable Journals (VPJ) 

  

Comment: The accounting software purchased by the Authority has not been implemented. 

Currently, the Authority continues to record monthly transactions in excel journals. Data from 

those journals is compiled annually to create the general ledger and trial balance.  

 

Based on our review of the journals: CRJ, DDJ, CDJ, and VPJ; immaterial differences and 

reconciling discrepancies were noted between the journals and the general ledger. The Authority 

currently only has monthly controls over bank reconciliation, it has not implemented any year-end 

controls over annual reconciliation, there is only closing reconciliation for audit purposes.  

 

Recommendation: The Authority should ensure that (1) staff are properly trained on the new 

accounting software prior to implementation, (2) parallel systems are run to prepare and compile 

the general ledger and trial balance and (3) controls are established and implemented for year-end 

review and reconciliation.  

 

(2)  Due to Pohnpei State Government  

 

Comment: Pursuant to the agreement between USDA Rural Development (USDA-RD) and PSG, 

the Authority collects certain USDA-RD loan payments to be remitted to PSG on a monthly or 

quarterly basis. As of September 30, 2023, the Authority received loan payments totaling $134,567 

which had not been remitted to PSG.  

 

Recommendation: The Authority should comply with the agreement and submit all collections to 

PSG in a timely manner. 

 

(3)  Negative Loans Receivable  

 

Comment: As of September 30, 2023, the Authority has several loan receivables with negative 

balances totaling $5,419. These appear to result from payroll allotments continuing after the loans 

were fully paid off. 

 

Recommendation: Although the amounts are immaterial, the negative balances should be 

investigated. The Authority should identify and notify affected borrowers and remit any 

overpayments. Additionally, the Authority should implement a policy to inform borrowers when 

their loans are fully paid and instruct them to cancel their payroll allotments. 
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(4)  Loans 

  

 Comments: Based on our loan receivables testing, we noted the following:  

  

A. Origination date per the Loan Portfolio did not agree to origination date per the loan agreement.  

   

 
   

B. Maturity date per the Loan Portfolio did not agree to the maturity date per the loan agreement 

as follows:  

 

 
  

C. Excluding the thirteen (13) loans already cited in Finding 2023-002 sub-conditions G and H of 

the Schedule of Findings and Responses, seventy-seven (77) loans remain in the loan portfolio 

where disbursed amounts exceed origin. Of that amount:  

 

1. Eleven (11) restructured loans were over disbursed in the portfolio because Loan base 

has classified waived accrued interest as disbursements, and this has not been corrected 

as follows:  

 

 
 

 

 

 

 

 

 

Loan no.

Origination Date

Per Portfolio

Origination Date

Per Agreement

2090 5/16/2023 5/11/2023

Loan no.

Maturity Date

Per Portfolio

Maturity Date

Per Agreement

2078 3/30/2033 3/30/2023 (Erroneous)

2063 1/24/2032 2/15/2023 (Erroneous)

Loan no.

Origin amount

Per Portfolio

Disbursed amount per

Portfolio Difference

297 $18,145 $18,465 $320

491 $3,440 $3,510 $70

1308 $16,347 $16,447 $100

1445 $35,000 $35,632 $632

1476 $25,100 $25,284 $184

1478 $20,000 $20,545 $545

1527 $21,876 $21,974 $98

1544 $19,559 $19,671 $112

1831 $32,622 $33,217 $595

1869 $20,929 $21,091 $162

2016 $8,815 $15,627 $6,812
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(4)  Loans, Continued 

 

2. Five (5) loans were over disbursed in the portfolio, and we have been advised by 

management that the reason is incorrect loan input in prior years as follows:  

 

 
 

3. No reasoning was provided to us for the remaining (61) as the Authority is currently 

investigating the cause. All such loans were originated in prior years. Per the loan 

portfolio, loan disbursements in excess of origin amount total: $42,689. 

 

Recommendation: The Authority should strengthen internal control policies to procedures to over 

loan disbursements, recording, and reconciliation of loan account activities. Perform periodic 

reviews of the Loan Base database to verify the accuracy of information based on its loan files. 

Specifically:  

 

• For Comment 4.A and 4.B – Once a loan is approved and originated, procedures 

should be established to ensure that all loan terms and amounts are accurately inputted 

and in the Loan Base database. The Authority should also take steps to enhance its 

review of accuracy for loan agreements, promissory notes, and mortgage agreements 

prior to finalization.  
 

• For Comment 4.C – For the (11) restructured loans cited above, we are aware that the 

inclusion of waived accrued interest in a loan’s disbursed amount is a technical issue 

of Loan Base. To the extent possible, the Authority should determine whether this can 

be rectified through technical support. For the (5) loans cited above that are over 

disbursed due to incorrect prior year loan input, the Authority should consider 

corrective action, as necessary. For the (61) loans cited above with no known 

underlying cause, the Authority should determine the underlying cause and take 

corrective action as necessary for each account.  

 

• In General – The Authority should consider performing annual internal quality control 

reviews of its loan files. Such a review should cover only loans originated in the current 

fiscal year and the review may take place subsequent to the year being evaluated. The 

review need not cover all loan files created in a fiscal year and can be a sample from 

each loan program. The quality control review should be performed by a staff member 

that was not involved with the original preparation of the loan file. The results of the 

review should be communicated to the Authority’s director and Board of Directors.   

 

 

Loan no.

Origin amount

Per Portfolio

Disbursed amount per

Portfolio Difference

1580 $10,000 $10,132 $132

1710 $7,500 $7,568 $68

1726 $10,217 $11,040 $823

1838 $6,678 $6,843 $165

2018 $23,418 $26,173 $2,755
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(6)  Allowance for Loan Losses 

 

Comment: The Authority does not specifically track restructured and refinanced loans when 

estimating the allowance for loan losses. 

 

Recommendation: While we acknowledge the Authority's adoption of a loan loss policy effective 

for FY 2023, we recommend enhancing the policy by incorporating an additional assessment 

criterion for restructured and refinanced loans, as these loans present a higher collection risk. 

 

(7)  Delinquent Related Party Loans  

 

Comment: The Authority has delinquent loans to related parties, including Loan Nos. 1516 and 

1571, with a total outstanding balance of $47,130. No payments were received for Loan No. 1571 

during the current year. Additionally, Loan Nos. 1090 and 1092, with a combined outstanding 

balance of $37,467, have been past due for more than 12 months. 

 

Recommendation: The Authority should review and assess its existing collection measures and 

strategies for related party loans to improve recovery efforts. 

 

(8)  CRJ and DDJ Receipts Numbers 

 

Comment: Our understanding of the Authority’s processes for cash receipts is that cash receipt 

tickets are supposed to be issued sequentially. Our review of the CRJ and DDJ noted that there 

were skipped receipt numbers at various times during the fiscal year. For the DDJ we were advised 

that the underlying cause was errors with manual input. For the CRJ which is supported by the 

Authority’s loan software, we performed additional procedures to verify the accuracy and 

completeness of cash within the subject period (06/07/2023 – 06/09/2023) and verified that the 

(28) skipped receipt numbers were not unrecorded collections. We were advised that such occurred 

because of software malfunctions.  

 

Recommendation: For the DDJ the Authority should strengthen controls to ensure that receipts 

numbers are assigned sequentially. For the CRJ matter, the Authority should investigate the 

underlying cause more thoroughly and make adjustments to its existing internal controls or 

software as necessary to prevent similar future occurrences.   

 

(9) Cash Disbursements  

 

Comment: Based on our review of cash disbursements, four (4) out of thirty-two (32) samples 

required signatories that approved or certified the disbursements. Additionally, 1 (one) of 32 

samples lacked a travel authorization form and therefore we were not able to verify whether it was 

properly authorized.  

 

Recommendation: The Authority should strengthen controls over review and approval of cash 

disbursements and retention of documents.  
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