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EXECUTIVE SUMMARY

Since 2000, the summer meeting of the Island Government Financial Officers’ Association
(IGFOA) has immediately followed the annual conference of the Government Finance Officers
Association. The theme for the 107th Annual Conference of the GFOA was “Bridges to Financial
Sustainability.”

The objectives of the IGFOA Meeting were to:

e Review key issues and ideas presented during the GFOA Conference and discuss how
they apply to the insular governments;

e Review the progress of the insular government’s single audits and attempts to measure
finance office performance and develop cash management plans;

e Discuss areas of federal grant management and administration with federal government
representatives from Region IX department and agencies;

e Review recent GASB announcements and requirements while reviewing GASB-54
implementation plans; and

e Build government specific plans to address single audit improvement, enhance finance
office performance measures and process improvement, and developing cash
management plans.

Given the proximity of Region IX representatives in the San Francisco area, a key goal of this
year’s conference was to provide an opportunity for federal program administrators to address
financial management issues with fiscal officers from within the insular areas. The meeting
therefore began Saturday, June 1, 2013, with an all-day session, and then continued on
Wednesday afternoon, June 5, 2013, following the conclusion of the formal GFOA.

With official welcoming remarks deferred to the Wednesday session, the IGFOA opened with
presentations from each of the island delegations. Presentation templates were shared with
each of the insular areas in advance of the meeting, with presentations focusing on the status
of each government’s single audit, and an update on the finance office performance measures.
The graphic audit overviews clearly showed the dramatic improvement that most of the
governments have made in timeliness and the number of financial statement and federal
program qualifications. For the most part progress has been steady, with downward (positive)
trends.



Island Government Finance Officers’ Association (IGFOA)

Excepting the USVI and the CNMI, all of the insular governments expressed that they are on
track for a timely FY2012 audit. The RMI and ASG expect to issue within a month of the June 30
deadline. The USVI expects to issue their FY2011 audit in June, 2013 and the FY2012 audit in
December, 2013. The CNMI just recently issues FY2011 and has not estimated their issuance
date for FY2012.

At the December 2011 IGFOA meeting, the IGFOA participants voted on and agreed to a specific
set of six measures:

e Timeliness of bank reconciliations,

e Reduction in overdue travel advances,

e Accuracy of estimated revenues compared to actual collections,
e Completion of the fixed asset physical inventory,

e Completion of a documented cash management plan, and

e Number of days to process an invoice.

Two additional measures were voted on and included from the December 2012 meeting:

e Reconciliation of grant receivables, and
e Timeliness of the SF425 reports

Each government was to determine its own targets and develop plans to collect the
performance data and, if necessary, corrective action plans to address issues with the process
being measured. Debbie Milks reviewed the progress of each government in developing and
using performance measures. The members discussed the difficulties in collecting and
reporting the measures consistently and agreed to continue reporting the measures on a
regular basis at least through the December IGFOA Conference.

Specifically, governments were asked to:

e Present areport on the current year audit status, including a chart to illustrate each
government’s progress in audit improvement;

e Provide an update for each of the five Finance Office Performance Measures, including:

Fixed Asset Physical Inventory

Travel Advance Collections

Bank Reconciliations

Invoice Processing Days

Federal Grant Receivable Reconciliations

L ER R JER JER 2R 2

Timeliness of SF425 Federal Reports
e Provide an update on the development and maintenance of government-specific Cash
Management Plans
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Ms. Debbie Milks described why the IGFOA asked representatives from the City of Palo Alto to
speak to the group. While there are significant differences in the demographics of Palo Alto
and the insular governments—median home price at $1.2M and only 61% of the budget is
spent on salaries and benefits—there are also some remarkable similarities: the City manages
the airport, utilities and emergency services and is challenged by budget shortfalls for
infrastructure and pension needs. Most importantly, the City administration has set high
standards for clean and timely audits, use of performance measures, citizen engagement, and
open data for government financial information.

Mr. Lalo Perez, the Chief Financial Officer of the city of Palo Alto noted that the City faces
challenges with their pension fund deficit, unfunded infrastructure needs, staffing, and
projected budget deficits. He and his staff established management practices to help guide
their decisions when addressing both routine and difficult challenges. Mr. Joe Saccio, Assistant
Director, Administrative Services Department provided an overview of the City’s cash
management structure. He also provided a copy of the cash management spreadsheet used by
Palo Alto to track all sources and uses of cash on a daily basis.

Marina Tinitali, Accountability and Insular Policy Specialist, U.S. Department of Interior/Office
of Insular Affairs, provided the IGFOA group with her observations on best practices for
preventing and resolving grant findings. She noted that the grant program managers are the
first line of defense and thus should be aware of and responsible for the terms and conditions
of the grant. The finance offices are generally responsible for the financial processes and must
ensure that internal controls are in place for disbursements, drawdowns, reporting and
documentation. She suggested that a best practice would be to establish an inter-
governmental association of grant and program financial staff. A single point of contact to
coordinate grant applications and communications is a recommended best practice for the
insular governments.

On Wednesday, the finance officers met with United States Federal Region IX representatives
for an all-day session. Welcoming remarks were provided by Benita Manglona, Director,
Department of Administration, Guam, on behalf of the Island Government Finance Officers’
Association, and by Herb Shultz, Regional Director, US Department of Health and Human
Services, Region IX; Chairman, Federal Regional Council, on behalf of the Region IX Federal
Representatives.

A panel discussion was held to discuss common and recurring grants management issues. The
panel was moderated by Ms. Deborah Milks, with a panelist from both Region IX and the insular
area discussing each issue, followed by general question an answer. The issues covered
included:

e Procurement
Period of Availability
Audit Resolution

Reporting
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Several rapporteurs captured notes from each of the sessions, which have been attached to this
document. In addition, conference participants organized themselves into small groups to
discuss each of the four issues. The results of those discussions are also included as an
attachment. Generally speaking, participants highlighted the need for improved
communication, frequent training, and the hiring of appropriately skilled personnel.

Prior to the GFOA Conference, IGFOA participants selected specific GFOA sessions they were
willing to attend and summarize for their fellow IGFOA members. Their reports highlighted the
most important issues identified during the sessions and the points most relevant to the island
governments. Recurrent themes included clarifying budget presentations for public
consumption, recovering from economic crises, interdepartmental cooperation, lean process
improvement, new technology, and improved actuarial services in light of changing GASB
standards. Complete notes on each of the sessions have been attached to this document.

Frank Crawford delivered a presentation entitled “GASB Update: Government Financial
Reporting Landscape Continues to Change.” In his presentation, Mr. Crawford briefed
participants on the continued “changing landscape” of Government Financial Reporting.

The session dealt specifically with the ever-changing state and local government financial
reporting landscape, as it morphs into something nearly unrecognizable to the casual user,
preparers, auditors and sophisticated users. In this session, Mr. Crawford reviewed several
standards, including many that will become effective for the fiscal year ending September 30,
2013 financial statements and audits. Specifically, participants reviewed statements 63
(Statement of Net Position) and 65 (Items Previously Reported as Assets and Liabilities). Mr.
Crawford also addressed other standards, although not yet effective, that will impact financial
reporting for years to come such as statements 67 and 68 (new pension standards for both the
pension plans and the employer). Lastly, Mr. Crawford reviewed the GASB's future agenda to
get an idea of what to expect in the years to come.

At the conclusion of each IGFOA conference, the members agreed to incorporate specific best
practices into their finance operations and to report on their progress at the next meeting. In
the section on Government Action Planning, each government reported on the areas where
they will focus their efforts and identified who will be responsible for ensuring they are
complete.

The IGFOA members will continue working on their major projects: development of cash
management plans and finance office performance measures. In addition, each government
will emphasize resolution of the issues discussed with the Federal Region IX representatives. A
reporting format will be developed to summarize the efforts of the IGFOA finance members to
reach out and work with their Federal Grant management colleagues. It is expected that this
report will be shared with the Federal Regional Council.

Conference evaluations were distributed to the group. Participants rated the conference very
positively, 4.7 on a 5-point scale, and thanked the Graduate School and OIA for supporting the
conference and for their continued commitment to financial improvement in the islands.
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CONFERENCE REPORT
ISLAND GOVERNMENT FINANCE OFFICERS’ ASSOCIATION (IGFOA)
Annual Meeting

The Westin San Francisco Market Street
San Francisco, California
June1-6,2013

BACKGROUND

In 1999 the Department of Interior’s (DOI) Office of Insular Affairs (OIA) and insular government
financial management officials decided to form the Island Government Finance Officers
Association (IGFOA). The purpose of IGFOA was to promote improved financial management in
the insular governments. The IGFOA was incorporated in the Commonwealth of the Northern
Mariana Islands and its by-laws were approved in 2001.

Since 1999, IGFOA members have met at least annually to participate in professional
development and networking activities and to establish an agenda for financial management
improvement. The conferences also provided a forum for participants to discuss common issues
and strategies, and to develop a shared agenda for training, organizational development, and
technical assistance.

For the past few conferences IGFOA has focused on a series of initiatives sponsored by its
membership—performance measurement and improvement, implementing GASB standards,
and how to do more with current resources and staff.

CONFERENCE GOALS

Since 2000, the summer meeting of the Island Government Financial Officers’ Association
(IGFOA) has immediately followed the annual conference of the Government Finance Officers
Association. The theme for the 106th Annual Conference of the GFOA was “Winds of Change:
Public Finance in Transition.” Several components of these ‘Winds of Change’ affect staff in
insular area finance offices—greater accountability and transparency, stress on performance
management and improvement, new GASB standards and requirements and their application
in government finance, and increased fiscal austerity and the impacts it has on staff and
operations. The summer 2012 IGFOA conference focused on these ‘Winds of Change’ and their
impact on the government finance offices.

A complete conference agenda has been included as Appendix A of this report. Generally, the
objectives of the IGFOA meeting were to:
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e Review key issues and ideas presented during the GFOA Conference and discuss how
they apply to the insular governments;

e Review the progress of the insular government’s single audits and attempts to measure
finance office performance and develop cash management plans;

e Discuss areas of federal grant management and administration with federal government
representatives from Region IX department and agencies;

e Review recent GASB announcements and requirements while reviewing GASB-54
implementation plans; and

e Build government specific plans to address single audit improvement, enhance finance
office performance measures and process improvement, and developing cash
management plans.

Given the proximity of Region IX representatives in the San Francisco area, a key goal of this
year’s conference was to provide an opportunity for federal program administrators to address
financial management issues with fiscal officers from within the insular areas. The meeting
therefore began Saturday, June 1, 2013, with an all-day session, and then continued on
Wednesday afternoon, June 5, 2013, through Thursday, June 6, 2013, following the conclusion
of the formal GFOA.

Twenty IGFOA participants representing all of the insular areas attended the conference. (See
Appendix B for the Participant List.)

INSULAR GOVERNMENT UPDATES: THE SINGLE AUDIT AND FINANCE OFFICE
PERFORMANCE MEASUREMENT PROJECT

Government Single Audit Status

Prior to the conference, each government was asked to prepare a brief presentation on its
progress on the IGFOA sponsored financial improvement activities; 7 finance office
performance measures and development of cash management plans. The member
governments also reported on the status of their government’s single audits and provided
trend data showing their audit improvement over time.

(The slides for each government are in Appendix C.)

Each insular government presents a chart of the timeliness and quality of their audit from
FY2003 through to FY2012. The graphic presentations clearly show the dramatic improvement
that most of the governments have made in timeliness and the number of financial statement
and federal program qualifications. For the most part progress has been steady, with
downward (good) trends.
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Excepting the USVI and the CNMI, the insular governments are on track for a timely FY2012
audit. The RMI and ASG expect to issue within a month of the June 30 deadline. The USVI
expects to issue their FY2011 audit in June, 2013 and the FY2012 audit in December, 2013. The
CNMI just recently issues FY2011 and has not estimated their issuance date for FY2012.

Most of the governments expect the same or fewer financial statement and federal program
qualifications on their FY2012 audits.

Audit timeliness and quality often depends upon a few key staff in finance and administration.
Those key individuals manage the accounting and audit process to ensure that the office can
produce a clean trial balance in a timely manner, that reconciliations are completed, that the
appropriate staff or office responds to the auditors’ requests and they follow up on outstanding
items. Unfortunately, those key staff may be sought out by other employers and/or subject to
political change in the government. While the audit trends are generally positive, we have
noted that a change to a negative trend is often the result of the loss of those key individuals.

Finance Office Performance Measurement Project

At the June 2010 meeting the IGFOA took on a project to measure the performance of the
finance operations. For that year and at subsequent meetings, each office determined and
presented their individually chosen measures and targets. While the understanding of the
process and the performance presentations generally showed some improvement, the progress
was uneven and the variety of measures made it difficult to address best practices as a group.
At the December 2011 meeting, the IGFOA participants voted on and agreed to a specific set of
measures:

e Completion of a documented cash management plan

e Timeliness of bank reconciliations,

e Reduction in overdue travel advances,

e Number of days to process an invoice

e Accuracy of estimated revenues compared to actual collections,
e Completion of the fixed asset physical inventory.

Two additional measures were added in December 2012

e Timeliness of Federal reporting
e Reconciliation of Federal Grant receivables

Each government was to determine its own targets and develop plans to collect the
performance data and, if necessary, corrective action plans to address issues with the process
being measured. (The status of performance measurement data is summarized in Appendix D.)

The performance measurement project is designed to help the finance offices realize the major
benefit of measuring performance, which is to highlight those important areas in the finance
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operations which need improvement. The government finance offices have, in part, started
implementing plans to address problems.

The development of Cash Management Plans is one of the areas where the group has
requested assistance. The U.S. flag territories are required to submit the Treasury-State
Agreement for use of federal funds. That agreement is not a comprehensive plan, but is a
starting point articulating the drawdown methods and schedules for major grants. The IGFOA
staff developed a template which includes the elements of a good, comprehensive cash
management plan. In their presentation slides the IGFOA members noted their progress
towards completing those plans.

Timely bank reconciliations are a bedrock measure for every finance office. The measure of
timeliness is usually 30 days after the receipt of the bank statement. Some of the more
progressive finance offices are reconciling daily, on line, and complete the reconciliation within
days after the end of the month.

These best practices have been shared among the offices.

Most of the island governments (the exception being the USVI) issue a fairly substantial dollar
amount of individual travel advances for travel funded by federal grants. Since the expenditure
for the travel should not be recorded until the traveler has filed an expense report, the
governments lose federal funds when grants expire and advances are still outstanding. The
governments have started to show some progress towards managing these advances. The
measurement results highlighted the total dollars tied up in advances and the percent of those
dollars which are overdue. Now that a baseline has been established for each government, the
true value of the measurement and management's response to the measure will show in future
presentations.

It is difficult for some of the offices to pull the appropriate data directly from their automated
systems to measure the number of days to process an invoice. Some offices use an average
based upon a smaller selection of transactions. The measure is the number of days from the
date of the invoice to the date of the check, but the dates vary due to late submission of the
invoice from the vendor (well after the invoice date). The measure has been narrowed from the
original agreement to include only those invoices which are paid with federal funds, since
availability of cash should not be a factor in the process. Most of the offices have established
targets between 3 and 7 days.

Most of the governments have a bi-annual requirement for completing a fixed asset physical
inventory and most are on target to complete the inventory. GovGuam, after many years of
incomplete attempts to pull together fixed asset data has implemented a plan with outside
assistance. The USVI Department of Finance has no control over the Department of Property
and Procurement which is tasked with the physical inventory. The alternative measurement
proposed by the USVI is to ensure that all new assets are properly added to the new fixed asset
module in their FMIS.
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The measurement of the accuracy of estimated revenues is more closely linked to the financial
health of the government than the efficiency of the finance operations. Often it is the Budget
Office or a Legislative office which is responsible for estimating the revenues prior to the
current year budget call.

Since every IGFOA member government reported they have balanced budget requirements,
deficits are caused by either overestimating revenues or overspending. The results of the
accuracy rates indicate that most of the governments estimate fairly closely and that they are
as likely to underestimate as to overestimate. Several suggestions were made as to how to
refine the measurement, such as indicating when a revenue shortfall is expected and filled by
short term financing or how responsive the government is to modifying the pace of
expenditures.

The two new measures selected by the group indicate a focus on the activities around federal
grant financial management. The members reported on whether they had in place the
monitoring systems to determine if their federal grant reports were timely and the federal
receivable reconciled.

FINANCE OFFICE BEST PRACTICES: PALO ALTO, CALIFORNIA

Ms. Debbie Milks described why the IGFOA asked representatives from the City of Palo Alto to
speak to the group. While there are significant differences in the demographics of Palo Alto
and the insular governments; median home price at $1.2M and only 61% of the budget is spent
on salaries and benefits, there are also some remarkable similarities; the City manages the
airport, utilities and emergency services and is challenged by budget shortfalls for infrastructure
and pension needs. Most importantly, the City administration has set high standards for clean
and timely audits, use of performance measures, citizen engagement, and open data for
government financial information.

Mr. Lalo Perez, the Chief Financial Officer of the city of Palo Alto noted that the City faces
challenges with their pension fund deficit, unfunded infrastructure needs, staffing, and
projected budget deficits. He and his staff established management practices to help guide
their decisions when addressing both routine and difficult challenges. The full presentation is
available as Appendix E.

e Regular citizens survey of the population of 65,000 to assess quality of city services.
# The citizens give high importance and grades to the library, recreation and
community centers
¢ Low marks and weaknesses include infrastructure and street repair
e Use of performance measures to guide decisions on departmental services
¢ The emergency response data from the Fire Department shows that very few of the
emergency calls are for fire. Most are medical rescue calls.
¢ The Administrative Services department was able to shift 2.5 positions from Accounts
Payable by utilizing purchasing cards.
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e Use of long range financial forecasting to enable the City to quickly address the potential
budget deficits shown in the latter years.

e Use of the audit and audit findings as a training tool for what may be systemic problems.
The most current audit finding showed the staff needed to “look”; not simply “post”.

e Use of “open data” technology for government. Citizens can access specific
departmental and divisional information, including ability to drill down to check registry.

Some demographic highlights of Palo Alto

e Relatively small in size at 65,000 population, but runs its own utilities, emergency
response services and airport.

e General Fund revenue is at $160 million. 50% of revenue is tax-based, which is relatively
low.

e Median home price is $1.2 million. Assessed valuation due to restrictions in property tax
increases is $600,000. Big difference in cost depending on purchase date.

e Salaries and benefits only 61% of budget, which is relatively low. 15% of budget pays for
recreation: arts center, children’s center, museum

e Total budget, including enterprise funds, etc., is $465 million. Enterprise funds represent
$285 million of the overall budget.

e 1,018 employees overall, 577 employed by the general fund. Since FY2004 108 positions
have been eliminated.

e Internal auditor’s office typically prepares 100 recommendations per year, which creates
a significant amount of work.

Mr. Joe Saccio, Assistant Director, Administrative Services Department provided an overview of
the City’s cash management structure. He also provided a copy of the cash management
spreadsheet used by Palo Alto to track all sources and uses of cash on a daily basis. (See
Appendix XXX)

Mr. Saccio noted the best practices in his cash management system:

e Remember the chief objectives of cash management
¢ Ensuring adequate cash is available to cover outlays
¢ Maximizing cash balances to earn interest on idle funds
¢ Safeguarding all cash transactions from fraud (external and internal)
e Track the balances daily and agree to the bank statement.
e Capture all sources of revenues, taxes, grants, fees and earnings.
e |dentify recurring needs such as payroll as well as variable needs such as infrastructure
payments.
e Use history to guide you, but do not ignore changes or new revenues or expenditures.



Island Government Finance Officers’ Association (IGFOA)

e Know the timing of all major seasonal remittances and cash outflows.

SYSTEMATIC SOLUTIONS FOR RESOLVING GRANT MANAGEMENT FINDINGS IN
THE INSULAR AREAS

Marina Tinitali, Accountability and Insular Policy Specialist, U.S. Department of Interior/Office
of Insular Affairs, provided the IGFOA group with her observations on best practices for
preventing and resolving grant findings. She noted that the grant program managers are the
first line of defense and thus should be aware of and responsible for the terms and conditions
of the grant. The finance offices are generally responsible for the financial processes and must
ensure that internal controls are in place for disbursements, drawdowns, reporting and
documentation. She suggested that a best practice would be to establish an inter-
governmental association of grant and program financial staff. The finance office can help this
association with current procedures and processes affecting grants. This is one step to address
the need to improve communications across the board—between the programs, finance, and
the federal grantors. She also noted that the new payment system allows the governments to
designate a point person to coordinate grants on the grantee side. A single point of contact to
coordinate grant applications and communications is a recommended best practice for the
insular governments.

Ms. Tinatali reviewed the elements to properly develop a Corrective Action Plan for an audit
finding. She suggested remembering the acronym BAD (now meaning “good”!) when writing
the corrective action plan.

e Balanced

e Accurate

e Detailed

She also noted that it is important to understand the Cause of the finding and to look beneath
what the auditors have noted as the Cause. For example, if the Cause is “The reconciliation was
not prepared”, the questions the corrective action plan should consider include:

e |sthere a procedure?

e Was the task assigned to an individual staff?

e Do they know it?

e Does anyone follow up to ensure the task is completed correctly?

FEDERAL REGION IX COORDINATION: WELCOMING REMARKS

Benita Manglona, Director, Department of Administration, Guam
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Benita Manglona, Director of the Guam Department of Administration, welcomed the group to
San Francisco on behalf of the IGFOA. Ms. Manglona thanked Mr. Shultz for leading the federal
delegation and assisting with the coordination of federal issues. She also thanked the Graduate
School, and the Department of the Interior, for their support in coordinating these meetings—
particularly in this age of accountability. Ms. Magnola commented on a previous GFOA session
that addressed fiscal distress in governments, and was pleased to note that progress had been
made in Guam to take remedial steps. In Guam, the current administration entered into
government with a $300 million deficit that has now been remediated. Guam also expects to
file their first CAFR upon the completion of the audit this month. Ms Manglona expressed her
appreciation for the training and support from the Graduate School in support of our financial
transparency and efficiency.

Herb Shultz, Regional Director, US Department of Health and Human Services,

Region IX; Chairman, Federal Regional Council

Herb Shultz, Regional Director, US Department of Health and Human Services, Region IX;
Chairman, Federal Regional Council also welcomed the group to San Francisco. Mr. Schultz was
appointed over three years ago by President Obama and serves Region IX for HHS, inclusive of
the insular areas. As Chairman of the Federal Regional of Council, Mr. Shultz expressed his
pleasure at seeing representatives from the insular areas gathered together in San Francisco.

Mr. Shultz described the Federal Regional Council, of which he is chair, as the only one of its
kind in the United States. The FRC doesn’t create policy, but rather works with elected and
appointed officials to deal with cross-cutting issues. FRC has focused on an active outer-Pacific
committee to address regional issues of concern. The FRC works actively with folks who have
come from the insular areas, including advocating for the rights and needs of those from the
Pacific.

The primary issue that the FRC has faced has involved grants management and financial
accountability. On behalf of the FRC, Mr. Shultz expressed his desire to provide technical
assistance to make sure that everything possible is being done to facilitate federal programs.
The FRC Outer Pacific Committee produces an annual compendium of all federal grants. Mr.
Shultz expressed his desire to learn about similar issues from the perspective of the insular
areas. At a higher level—not on a per-agency or per-government basis—Mr. Shultz expressed
his desire to discuss the challenges around these issues. Many of the federal people
represented at the meeting have the ability to take issues back to our principals to influence
policy in the region.

The FRC has been honored twice to have the Micronesian Chief Executives Summit meet with
Region IX, to engage in similar issues. Finally, Mr. Shultz expressed his appreciation to the
Graduate School USA for convening this group. Mr. Shultz expressed hi hope that this meeting
be considered a continuation of a dialogue that will be ongoing for some time. In June, the FRC
will be meeting again, as they do monthly, during which they hope to address information
gleaned from this meeting. Mr. Shultz asked for candor regarding both opportunities and
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challenges—the “good” and the “ungood” —and assured the group that, as federal
representatives, many are here to provide assistance as intergovernmental partners.

John Maykoski, Vice President for Training and Program Management, Graduate
School USA

John Maykoski, Vice President for Training and Program Management, Graduate School USA,
also welcomed the group. Mr. Maykoski expressed his thanks for the efforts made by all to be
together for this meeting. Mr. Maykoski thanked the Department of the Interior, who supports
the Graduate School USA and enables meetings like these. Mr. Maykoski also thanked
representatives from federal agencies for making time to join the meeting. Finally, Mr.
Maykoski recognized the presence of Pohnpei Governor John Ehsa, as well as representatives
from the Virgin Islands, who face similar issues.

Mr. Maykoski noted that several people present at the meeting were also present in 2007 when
a Federal Grants Management Conference was convened in San Francisco to address many of
these same issues. While many of the faces have changed, Mr. Maykoski noted that we do
have continuity in the conversation. Department of the Interior Office of Insular Affairs
Director Pula challenged the group in 2007 to focus on communications—whether they be
fiscal, cross-cultural, or otherwise. Mr. Maykoski noted that we all have responsibilities to
address these things, as they can inhibit our ability to work accountably to each other.
Although a lot has happened over the past six years, there has been progress on several of the
issues raised six years ago, while others are coming back to the fore. Finally, Mr. Maykoski
suggest that the group also acknowledge the current fiscal environment, which has changed
dramatically over the last six years—including pressures on budgets, constrained resources,
focus on performance, and accountability to US taxpayers, to name a few.

Marina Tinitali, Department of the Interior Office of Insular Affairs

Ms. Marina Tinitali welcomed everyone on behalf of the Department of the Interior’s Office of
Insular Affairs, and specifically, on behalf of office Director Nikolao Pula, and Director of
Technical Assistance Charlene Leizear. Ms. Tinitali noted that, in 2007, OIA sponsored a
conference that brought together finance and federal personnel for timely discussions.
Although OIA hasn’t been able to convene a follow-up meeting since that time, given budget
constraints, Ms. Tinitali expressed her desire that the group continue to focus on
communications. She also expressed her office’s commitment to continue the trend to bring
people together as time and resources permit.
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FEDERAL REGION IX COORDINATION: PANEL DISCUSSION

Deborah Milks, Background

Ms. Deborah Milks provided some background and information regarding the panel discussion.
Her slides are included as Attachment F. The primary goal of the panel is to facilitate
conversation on each of several issues. Rapporteurs captured challenges and opportunities as
they were enumerated. Those challenges are available in Attachment G. The issues
surrounding federal grants include common problems and issues that have been recurring since
the late seventies. While they aren’t insolvable, they do need to be continually addressed,
especially as personnel changes occur. Federal grants represent a huge part of the budgets and
economies of the island governments. From the Federal perspective, many of the islands fall
below the radar as small amounts of funding. However, from the perspective of pacific islands,
these grants represent a significant flow of funds.

Ms. Milks noted that IGFOA has been tracking audit finding issues since 2003. Her presentation
identified common issues from the latest audits of all seven governments, which were similar to
issues also identified by both the federal and insular representatives here today.

Topic 1: Procurement

Juliet Jimmy, Assistant Secretary for Treasury, FSM Department of Finance

Each government has their own financial management procurement requirements, as well as
separate federal procurement regulations. In most cases, since insular governments are small,
they often have very limited selections. One of the major issues occurs when a federal program
requests the procurement of supplies and materials for which there are not many on-island
vendor options. Insular governments typically require the submission of three price quotations
to the finance office. For the FSM, issues typically come up regarding documentation and not
usually regarding any misunderstanding of the issues. The FSM does try to work with Federal
Program people to ensure that they’re compliant with regulations. Local procurement
regulations are typically geared towards General Fund appropriations. The FSM does try to
work with the program agencies to make sure they have appropriate levels of documentation
on file. Finally, for small purchases, there often isn’t sufficient selection in the islands. The FSM
usually tries to post bids on our PIO website, but often don’t get any response, in which case
the FSM usually requests that they provide documentation, although it’s not easy to document
non-responsiveness.

Although grant managers are usually good with email correspondence, the FSM often faces
issues with their auditors to ensure that procurement has been maximized and bids sufficient
distributed. We do use email as documentation of procurement, but we often run into issues
with our auditors.
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Phil Maestri, Director, Risk Management Service, US Department of Education

Mr. Maestri noted that his initial involvement in the island areas was as a result of high-risk
issues, over the past fifteen years. DOE now tries to focus on providing more technical
assistance than program oversight. Rather than trying to solve differences of opinion, they try
to provide assistance. DOE finds issues with regard to procurement, which, from the DOE
perspective, represents the single biggest issue of abuse in the islands. Mr. Maestri noted his
collection of insular government officials in orange suits, behind bars, as a result of abuse of
procurement. DOE considers this a critical issue, because it’s so easy to abuse. So much of
federal funds, except for payroll, are procurement based.

e One of the biggest challenges is finding people with the knowledge, qualifications and
experience, to run a solid procurement process. Without those people in place,
opportunities for fraud exist. This is especially concerning as political administrations
change.

e Most governments have good policies in place, but they’re dusty and on the shelf and
not regularly utilized.

e Planning is critical for federal expenditures, but even more so in the islands where off-
island purchases and delivery need to be accommodated.

e Often vendors are unscrupulous, and try to take advantage of the islands and the nature
of shipping constraints.

e Things that are purchased don’t always get tracked: Computers, vehicles, etc. Auditors
like to see fixed assets.

The FSM does do fixed asset inventories each year, so we do have a fixed asset register that
gets audited, we take auditors on-site to check and follow-up on these issues.

Mr. Maestri commented that the first rules they look for are within insular government, then
we look to federal regulations. The FAR, or federal agency-specific procurement guidelines,
tend to exist readily.

The issue of prior approval requirements exists for many of the federal programs. Often,
requirements get communicated to the grant person but not necessarily the fiscal officer.
Often times, federal programs are restricted by legislation from US Congress, and program
officers are required to implement law.

Topic 2: Period of Availability

Yazmin Escorcia, Division of Fiscal and Administrative Services, US Department of Labor

Period of Performance represents the allowable time that a grant is active. Programmatic
requirements, reporting of outcome and expenditures, and drawing down cash, all need to
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happen within this period. When thinking about individual programs and people, consider the
cost of staffing. DOL is always working to connect program outcomes to program expenditures.
Implementation of a work plan, including development of a budget for a five-year plan, is
critical to continued funding. During the period of performance, DOL has encountered
challenges around communications especially. The program office is often compartmentalized
from finance offices. However, the program offices are responsible for fiscal reporting as well,
to account for federal funds. Ideally, DOL would like to see quarterly reports on outcomes and
expenditure of funds. DOL often sees low cash draw-downs with inaccurately reported
expenditures.

Joaquin Blanco, Financial Analyst, CNMI Office of Management and Budget

Several lessons learned include pre-planning for off-island purchases, and procurement that can
take a long time to arrive in the islands. It’s also important to make sure that there’s enough
funding in grants to last for the entire period, and that expenditure rates are sustainable. Grant
managers often ask that a close-out process be undertaken at the end of grants. The CNMI
grants management office was established by law, with the hope that oversight will take place
and that technical support can be given to program offices.

Most finance offices (except for Guam) don’t review performance reports from agencies before
being submitted to the federal programs. Sometimes, the program performance is reporting on
a timeframe that’s different from fiscal reporting. Documentation of an extension from a
Federal Agency is also critical to have on-hand to show to auditors. Finally, payment of off-
island vendors can be an issue, since (in the RMI’s example) there is often inconsistencies.
Other islands indicated that they specify terms of payment in their RFPs.

Topic 3: Audit Resolution

Marina Tinitali, Accountability and Insular Policy Specialist

Finance offices need to be aware of all audits, particularly if they are on high-risk. That said,
DOl recognizes that there are related responsibilities between fiscal officers and program
managers. Ms. Tinitiali noted that US federal representatives generally acknowledge that there
are varying levels of communication and education, and that often people in the program office
don’t understand the bigger picture that includes finance. It's important to have an audit
liaison officer to coordinate efforts on the ground. Often, issues can be found in-house before
external auditors are aware of it. There should be an association of financial managers within
federal agencies to coordinate funds and compliance. Some areas have internal associations of
financial managers, such as the Marshall Islands. It’s important to connect. In some
governments, no applications can go into grants.gov without first being cleared by a
coordinating agency. Internal coordinative agencies can be very effective, and can allow for the
timely and accurate exchange of information. Within the finance offices, there is a lot of
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control which creates opportunities for compliance. From DOI’s perspective, we’d like for
internal agencies to catch their own mistakes before external auditors do.

Deborah Gottlieb, Director, US Virgin Islands Office of Management and Budget

In the VI, managing federal grants is a shared responsibility between OMB and the Department
of Finance. The Office of the Governor often coordinates responses to audit findings. The VI is
the furthest behind in terms of audit timeliness, but is very close to catching up. One lesson
learned is that getting caught up can be very challenging, although the VI is making steady
progress in this regard. The VI does have other challenges, including new financial
management systems, capacity constraints, changing auditors, and high-risk status that results
from having delayed audits. There are also challenges in developing indirect cost rates with the
National Business Center. Again, delayed audits contribute to this challenge.

Topic 4: Reporting

Michael Cabral, General Accounting Supervisor, Guam Department of Administration

Previously, Guam faced staffing issues with management of federal grant reporting, with only
several staff members to handle a heavy workload. However, recently those reporting
requirements have been moved to program agencies. In Guam, the finance office doesn’t
currently track the timeliness of reporting since it’s the responsibility of program people—and
since reports are typically submitted online. Another issue involves the requirement that
reports be signed by a Director. Sometimes they will not sign until Finance signs. However,
Guam has recently upgraded their FMIS to track the issue of expenditures to the grantor, and is
requiring that the grantee also go through that system. Currently, Finance doesn’t know
whether reports have been issued timely. One issue is whether the grantee is providing other
reports to the grantor agency. Some systems allow you to attach the audits to reports.

John McCarroll, Director, Pacific Islands Office, US Env Protection Agency, Region IX

For EPA, grants management is largely working in the insular areas. There have been some
issues, but no EPA grantees have gone to jail, there haven’t been any high-risk grantees. The
most important factors that make grants management work in the Pacific are (1) working
closely with your counterpart, and (2) making use of the omnibus territories act. At EPA we’re
structured to work with our counterparts, including having individuals assigned to each of the
flag territories. Those individuals have frequent contact with grantees and counterparts, and
typically visit on-site several times per year. Since grants are cooperative agreements, they
have a strong structural role to be a partner in making sure that the grant works. The Omnibus
Territories Act (OTA) is a Congressional Declaration of Policy with Respect to the Insular Areas.
The OTA is a powerful tool to give flexibility to insular areas, including such things as waiving
matching requirements, and encouraging the provision of technical assistance and in-kind
assistance. With regard to procurement with Guam Water, EPA has an agreement to use the
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grant to fund a contract that helps build capacity and improve operations. This contractor
identified procurement as a barrier to success, and spent significant time training on standard
operating procedures. The recurrently challenges of expertise, qualifications, knowledge and
experience, all continue to exist. But generally speaking, EPA grants have gone well.

SMALL GROUP PLANNING AND REPORT-OUTS

Following, the panel discussions, conference participants organized themselves into small
groups to discuss each of the four issues. The results of those discussions are also included as
an attachment. Generally speaking, participants highlighted the need for improved
communication, frequent training, and the hiring of appropriately skilled personnel.

In addition, individual appointments were arranged between federal grants managers and
insular area fiscal representatives, regarding program-specific discussions.

GFOA CONFERENCE REVIEW AND DISCUSSION

Prior to the GFOA Conference, IGFOA participants selected specific GFOA sessions they were
willing to attend and summarize for their fellow IGFOA members. Their reports highlighted the
most important issues identified during the sessions and the points most relevant to the island
governments.

Building a Better Budget Document (Joaquin Blanco, Office of Management and Budget,
CNMI)

Mr. Blanco noted that the criteria laid out by the GFOA best practices could be useful to the
insular governments and their citizens’ understanding of the impact of budgetary decisions.
The GFOA goal is continual improvement of budget documents using all the elements of a good
budget, including:

e Easy to understand presentation

e A tool to communicate information to citizens and the importance of clarifying that
communication

e Goals, strategies, priorities and performance measures

e Organizational information

e Financial data for 3 years, revenue sources, expenditures by function and category

e Capital and operational expenditures

e Long range plans and statistical data for future trends

e The GFOA website includes a section of best practices: 27 criteria for a better budget
document; governments can have their budget documents reviewed by volunteers.
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Managing Fiscal Distress: Opportunities and Lessons Learned & A 12-Step Program for
Recovering from Financial Distress (Benita Manglona, Director of Administration,
GovGuam and Debra Gottlieb, Director of Management and Budget, VI)

Virtually all of the insular governments are experiencing some level of financial distress. These
two sessions as well as the session on presenting financial bad news were relevant to the IGFOA
members.

Ms. Manglona and Ms. Gottlieb agreed that the real life examples in the second of these two
sessions provided valuable lessons to other governments in fiscal distress. These cities’ fiscal
recoveries were patterned after the GFOA 12-step model to recover from financial distress.
The take away lessons include:

e Need buy-in and involvement from all stakeholders; employees, the community,
politicians

¢ Need leadership...if your governor/mayor/council etc is not on board, reform will not
happen

e There is a distinction between financial sustainability and financial resiliency (ability to
weather storm)

e Governments have a problem of everyone running from bad news; nobody wants to take
responsibility for bad news

e You can give bad news, but you also need to give hope. Remember you don’t get points
for predicting rain, but for building the ark.

e Don’t lose your credibility...once you’ve lost it, it's gone. Just be honest.

e After addressing the short term solutions, be sure to address long term reforms.

e For a review of particular financial ratios that indicate that a government is going to fail:
www.publicsectorcredit.org

Presenting Financial Information in Tough Economic Times (Matthew Grady, Controller,
Department of Treasury, ASG)

Mr. Grady presented the highlights of this session which focused on how to tell the fiscal story
to stakeholders:

e When you have a negative message to get out, establish some guiding principles about
your decision-making.

e Have a communication plan so that people can get information directly. Remember the
guote from Eisenhower: “Plans are nothing, planning is everything”

e Establish a theme and tell a consistent story

e Go easy on Powerpoint, Graphs, Charts, etc...don’t inundate your audience, don’t use
jargon and don’t use humor for a serious subject.
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Improving Finance Department Performance through Interdepartmental Cooperation
(Ruth Wong, Controller, Ministry of Finance, ROP)

It was noted that interdepartmental cooperation is a major need for the governments to be
able to resolve many of the long standing audit exceptions which relate to grants. The program
managers and the finance officers can learn from these five steps which were discussed:

e Create norms and have people involved

e Educate, don’t expect that people already know

e Make it easy—use checklists

e Provide feedback so people know how they’re doing

e Establish a continuum of consequences: hold people accountable

What You Need to Know about Actuarial Services Right Now (Thomas Paulino, General
Accounting Supervisor, Department of Administration, Gov Guam and Matthew Grady)

Actuarial services are especially important to understand in the light of underfunded pension
plans and the changes in how these liabilities are treated in the governments’ financial
statements. Mr. Paulino and Mr. Grady highlighted the following steps:

e Consult the GFOA website for recommended best practice for procurement of actuarial
services

e When procuring, be sure to include key decision-makers when putting together a
proposal (labor union, pension staff, employers, etc)

e Be inclusive when developing an RFP so the actuary can better address your situation:
demographics, economy, inflation assumptions, return rate, etc. Be sure to get a return
on your money.

e Include a 30 year projection, a stress test, and various economic scenarios in your
actuary’s deliverables

e Consider that a major factor in actuarial services is communication skills

Technologies for Financial Transparency: What’s Out There? (Cora Ada, Interim Chief
Financial Officer, Commonwealth Healthcare Corporation)

Ms. Ada remarked that the CHC has recognized the need for financial transparency and has
established a website at www.chcc.gov.mp. Financial transparency best practices include:

e Use of websites to share good information with the public and to corporate members
e Use of websites enable governments to share information graphically


http://www.chcc.gov.mp/
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Balancing Workload with the Right Technology for Treasury Management (Muriel
Fenton, Director of Accounting, V)

Ms. Fenton noted that session focused on a specific type of system for treasury and cash
management.

A Perennial Challenge: Preventing Fraud in Revenue Collections (Connie Agulto,
Treasurer, CNMI)

Ms. Agulto said that that the session included examples of common fraud circumstances and
some surprising information:

e Check fraud is still the most common

e UCC: the Uniform Commercial Code: change where companies (including governments)
can be held accountable for altered checks if not taking proper measures to avoid fraud.

e A stop payment is not going to do any good if not conducting reconciliations or having
controls in place.

e Anybody can commit fraud in any given circumstances: the highest fraud is among rich
employees...there is always a need for strong internal controls

e Don’t assume your system can’t be beaten, especially by your own employees

e Often fraudsters are 60 and over, 58% of fraud is among women

Improving Results with Lean Government & Lean Process Improvement: A New Role for
the Budget Office? (Jack Yakana, FSM Congress Budget Officer)

The Lean process is a proven method to improve processes in industry and governments. It
focuses on internally driven solutions and an iterative process. The major focus is customer
needs, not monetary savings, although a more efficient process often results in savings. A lean
project would:

e Eliminate steps in processes

e Focus on process improvement: should be customer focused & employee driven,

e Tie into performance management because if you don’t measure it you can’t quantify
improvement

e Work best with high-volume, low-variability processes (like purchase requisitions)

e Focus on efficiency...not savings

e Use lean tools; creating a culture of organization

e Ensure follow up to the initial sessions
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Streamlining the Purchase to Pay Cycle (Clarence Samuel, Chief of Accounting, Ministry
of Finance, RM|)

One of the performance measures that the IGFOA group has selected is the length of time it
takes to process an invoice paid with federal funds.

Mr. Samuel remarked that the most notable take away from this session is that the use of
credit cards can streamline purchasing processes However, the governments should be aware
of the example of FEMA giving credit cards after Katrina without adequate controls, leading to
fraud and misuse

Looking a Gift Horse in the Mouth: Improving Grant Management (Venetta Stanley,
Grants Analyst, Department of Treasury, ASG)

The insular governments rely heavily on federal grants and lack of good grant management
continues to be a major source of audit exceptions. Ms. Stanley presented the following best
practices from this session:

e Stay aware, continue ongoing training on how to do things

e Establish a project plan, maintain a process to address personnel issues

e Document grant procedures

e Maintain processes for sub recipient monitoring

e Focus on finance office performance

e Follow the 5 steps of compliance

e Learn to say “no.” When applying for a grant, there are some grants that are simply not
worth the money.

e Don’t rely upon compliance by the grace of God. Internal controls exist and are written,
and it may be possible to administer a grant without breaking the rules, but monitoring is
required. Reading the document is a good start.

GASB UPDATE: GOVERNMENT FINANCIAL REPORTING LANDSCAPE CONTINUES
TO CHANGE (FRANK CRAWFORD)

Frank Crawford delivered a presentation entitled “GASB Update: Government Financial
Reporting Landscape Continues to Change.” His complete presentation has been included with
this document as Appendix H. In his presentation, Mr. Crawford briefed participants on the
continued “changing landscape” of Government Financial Reporting.

The session dealt specifically with the ever-changing state and local government financial
reporting landscape, as it morphs into something nearly unrecognizable to the casual user,
preparers, auditors and sophisticated users. In this session, Mr. Crawford reviewed several



Island Government Finance Officers’ Association (IGFOA)

standards, including many that will become effective for the fiscal year ending September 30,
2013 financial statements and audits. Specifically, participants reviewed statements 63
(Statement of Net Position) and 65 (Items Previously Reported as Assets and Liabilities). Mr.
Crawford also addressed other standards, although not yet effective, that will impact financial
reporting for years to come such as statements 67 and 68 (new pension standards for both the
pension plans and the employer). Lastly, Mr. Crawford reviewed the GASB's future agenda to
get an idea of what to expect in the years to come.

HOMEWORK AND EXPECTATIONS

At the conclusion of each IGFOA conference, the members agreed to incorporate specific best
practices into their finance operations and to report on their progress at the next meeting. In
the section on Government Action Planning, each government reported on the areas where
they will focus their efforts and identified who will be responsible for ensuring they are
complete.

The IGFOA members will continue working on their major projects: development of cash
management plans and finance office performance measures. In addition, each government
will emphasize resolution of the issues discussed with the Federal Region IX representatives. A
reporting format will be developed to summarize the efforts of the IGFOA finance members to
reach out and work with their Federal Grant management colleagues. It is expected that this
report will be shared with the Federal Regional Council.

Grants & Federal Regional Council Issues

e From a Committee of Administrative Officers (Grant managers)

e Develop Training and Communications through the Committee

e Provide Procurement checklists

e Provide Guidelines for prior approval requirements

e Develop a Drawdown schedule to share with the Committee

e Complete the Federal Grant disbursement procedure to share with the Committee

e Determine the best practice to ensure the general ledger agrees with Federal reporting

GOVERNMENT ACTION PLANNING

Republic of the Marshall Islands

e Continue with development of Cash Management plan (Clarence)

e Cash management focus on drawdowns (Clarence)

e Develop a stronger focus on lean process as a cross-cutting issue (Clarence)
e Procurement and Purchase to payment (Clarence)

e Continue monthly meetings with grant personnel (Kayo)
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e Performance Measures continued (Clarence)

Federated States of Micronesia

e Continued work on cash management, including documented drawdown process
(including investment management). (Juliet)

e Improve invoice payment. Lean process target of 7 days, but currently showing 13 days.
(Juliet)

e Grants Management: No current committee; will establish a new committee to conduct
training by mid-July (Kensley, Juliet)
¢ Will first identify issues (ie federal program compliance, AO concerns, etc)

e Continuation of Performance Measures (Juliet)

e Organization with the States to collect performance measures, in spite of non-
participation

Republic of Palau

e Cash management plan continued (Caryn)
e Grants (Caryn)

¢ Meeting with the program grant managers to explain issues and findings
e Performance Measures (Caryn)

Guam

e Cash management plan (Tom)
4 Add all 160 cash accounts to the bank account template
e Performance Measures (Tom)
e Grants (Michael, with Grant Management Branch)
¢ Will start a committee to meet quarterly
¢ Training has been conducted previously and will be revived (how to use system, SF-
245s, audit findings, GL, etc.)
¢ Need to track federally purchased assets and maintain fixed asset inventory

CNMI

e Cash management (Connie): Will start work on plan and will work towards establishing a
completion date.
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e Grant Management FRC: (Joaquin Blanco) Review applications, procurement, periods of
availability, etc.

e Performance Measures (Joaquin): Plan to track them regularly and use them as a
management tool.

US Virgin Islands

e Cash Management: (Ms Fenton, Ms Payne)
@ Policies are in place and have been distributed to the agencies
e Grants Management
4 Over 100 people managing federal grants
¢ Will focus on agency account reconciliations, especially disbursements and
drawdowns
¢ Will encourage agencies to form a unit and create a grant committee
# Agencies aren’t currently monitoring grants—only after issues arise. Need new
coordination to work together to resolve audit findings.
@ Shared responsibility between OMB and Finance
e Performance Measures (Ms Fenton)
¢ Reinstate monthly monitoring

CLOSING REMARKS

In closing, Stephen Latimer thanked participants for their active participation at GFOA, with the
Federal Representatives. Mr. Latimer thanked the consultants, Ms. Milks and Mr. Crawford, for
their contributions as well. Mr. Latimer indicated that the Graduate School will be following up
on the action plans, as well as regular PITI-VITI program activities. Conference reports will be
completed with a few weeks and distributed to participants.

CONFERENCE EVALUATION

At the end of the conference, participants completed an evaluation rating the conference on
several dimensions and providing comments to open-ended questions (see Appendix | for a full
Summary of the Conference Evaluations). On the key evaluative dimensions, the participants
rated the conference extremely highly. On a scale of 1 - 5, with 5 being the highest score and 1
being the lowest score, the average ratings were:

1. (4.76) The GFOA Conference sessions were relevant and timely.
2. (4.71) The IGFOA meeting sessions were relevant and timely.

3. (4.71) The meeting’s objectives were substantially met.
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4. (4.71) Logistics for bringing participants to and from San Francisco were handled
satisfactorily.

5. (4.88) The IGFOA meeting site (Westin) was comfortable and conducive to the meeting.

6. (4.82) Support services by the Graduate School USA staff during the meeting were
handled well and in a timely manner.
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APPENDIX A — AGENDA

Island Government Finance Officers’ Association
Meeting Agenda

Westin San Francisco Market Street Hotel
San Francisco, California
June1-6,2013

The theme for the 107th Annual Conference of the GFOA is “Bridges to Financial Sustainability.”
Several components of crossing ‘Bridges to Financial Sustainability’ involve engaging staff in
finance office initiatives, continuing to ensure accountability and transparency, and keeping up
to date with GASB announcements and requirements and their application in government
finance. Another “Bridge to Financial Sustainability” is the need to effectively manage US
federal grants. This IGFOA meeting will continue to focus on efficiency and effectiveness in
finance office operations.

The objectives of the IGFOA Meeting are to:

e Review key issues and ideas presented during the GFOA Conference and discuss how
they apply to the insular governments;

e Review the progress of the insular government’s single audits and attempts to measure
finance office performance and develop cash management plans;

e Discuss areas of federal grant management and administration with federal government
representatives from Region IX department and agencies;

e Review recent GASB announcements and requirements while reviewing GASB-54
implementation plans; and

e Build government specific plans to address single audit improvement, enhance finance
office performance measures and process improvement, and developing cash
management plans.

Saturday, June 1

8:30-9:00 am Overview of IGFOA Meeting and Introductions
Olympic Room, Westin San Francisco Market Street Hotel

9:00-11:00 am Island Government Presentations

29
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Single Audit Update, Finance Office Performance Measures,
and Cash Management Plans

Guam

CNMI

American Samoa

US Virgin Islands

Federated States of Micronesia
Republic of the Marshall Islands
Republic of Palau

11:00-12:00 pm Finance Office Best Practices: Palo Alto, CA
Mr. Lalo Perez, Chief Financial Officer

Mr. Joe Saccio, Assistant Director, Office of Administrative
Services

City of Palo Alto, CA
Questions & Answers
12:00-1:00 pm Lunch

1:00-1:30 pm Systematic Solutions for Resolving Grant Management
Findings in the Insular Areas
Marina Tinitali, Accountability and Insular Policy Specialist,
U.S. Department of Interior/Office of Insular Affairs

Questions and Answers

1:30-2:30 pm Planning for Meeting with Region IX Officials and GFOA
Conference
2:30- 4:00 pm Packet pickup for GFOA Conference

Moscone Conference Center

Sunday, June 2

1:30 pm GFOA Conference Concurrent Sessions Begin
Moscone Conference Center

6:00 - 8:00 pm GFOA Conference Welcome Reception

Fort Mason Festival Pavilion

Shuttle buses to pick up in front of the Westin San Francisco
Hotel starting at 5:45 pm
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Monday, June 3
6:00 — 6:45 pm Check-In on GFOA Conference
Olympic Room — Westin San Francisco Market Street Hotel
Wednesday, June 5
12:10 pm GFOA Conference Ends
12:30 pm Group Lunch with Region IX Counterparts
Westin San Francisco Market Street Hotel
1:30 - 1:45 pm Opening of IGFOA Meeting
Metropolitan 1 Room — Westin San Francisco Market Street
Hotel
Welcome Remarks:
Benita Manglona, Director of Administration, Guam
Ken Shapiro, Executive Officer, Office of the Regional
Director, U.S. Department of Health and Human Services,
Region IX
Jack Maykoski, Vice President for Training and Program
Management, Graduate School USA
1:45 - 2:00 pm Review agenda and introductions
2:00-3:00 pm Panel Discussion: What is and isn’t working in the

administration of Federal Grants in the Insular Areas
Moderator: Debbie Milks

Region IX Panelists:

John McCarroll, Director, Pacific Islands Office, US
Environmental Protection Agency

Phil Maestri, Director, Risk Management Service, US
Department of Education

Marina Tinitali, Accountability and Insular Policy Specialist,
US Department of Interior

Yazmin Escorcia, Employment and Training Administration,
US Department of Labor

IGFOA Panelists:



3:00-3:15 pm
3:15-4:00 pm

4:00 - 5:30 pm

7:00 pm

Thursday, June 6

8:30 - 8:45 am

8:45 -9:30 am

9:30-10:45 am

10:45-11:00 am
11:00-12:00 pm

12:00-1:15 pm

Island Government Finance Officers’ Association (IGFOA)

Michael Cabral, General Accounting Supervisor, Department
of Administration, Guam

Joaquin Blanco, Financial Analyst, Office of Management and
Budget, CNMI

Debra Gottlieb, Director, Office of Management and Budget,
US Virgin Islands

Juliet Jimmy, Assistant Secretary for the National Treasury,
FSM National Government

Questions and Answers / Discussion
Break

Federal Grants Administration Coordination
Small working groups to develop strategies for addressing
common areas of concern in grants administration

Report Outs

Individual meeting between IGFOA Members and Region IX
Representatives

IGFOA Group Dinner
Meet in front of the Westin San Francisco Hotel on Third
Street at 7:00 pm

Review results from Wednesday’s discussions and overview
of today’s agenda

GFOA Conference Review and Discussion
Debbie Milks

GASB Updates
Frank Crawford, CPA

Break

Ask the Auditor
Debbie Milks, Frank Crawford, and Marina Tinitali

GASB 54 Implementation: What worked Well and What
Didn’t

Debbie Milks and Frank Crawford

Working Lunch (To Be Provided)
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Action planning to address (1) audit improvement;
(2) finance office performance measures; (3) cash
management plans; (4) other

1:15-2:00 pm Government Report Outs

2:00-2:30 pm Conference Wrap-up

e Advancing the plans

e Summary of progress during this session
e Next steps

e Conference evaluation

2:30 pm Adjourn
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APPENDIX B - PARTICIPANT LIST

ANNUAL CONFERENCE OF THE
Island Government Finance Officers’ Association (IGFOA) in conjunction
with the Government Finance Officers’ Association (GFOA) Conference
San Francisco, California
June 1-6, 2013

PARTICIPANT LIST

American Samoa

Matthew Grady, Controller, Department of Treasury
Alexandria Banse, Accountant, Department of Treasury
Venetta Stanley, Grants Analyst, Department of Treasury

CNMI

Asuncion “Connie” Agulto, Treasurer, Department of Finance

Joaquin Blanco, Financial Analyst, Office of Management and Budget

Cora Ada, Interim Chief Financial Officer, Commonwealth Healthcare Corporation

Guam_

Benita Manglona, Director, Department of Administration

Thomas Paulino, General Accounting Supervisor, Department of Administration
Michael Cabral, General Accounting Supervisor, Department of Administration

FSM National Government

Kensley lkosia, Secretary, Department of Finance
Juliet Jimmy, Assistant Secretary for the National Treasury
Jack Yakana, FSM Congress Budget Officer

Republic of the Marshall Islands
Clarence Samuel, Chief of Accounting, Ministry of Finance

Republic of Palau

Elbuchel Sadang, Minister of Finance
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Ruth Wong, Controller, Ministry of Finance
Caryn Koshiba, Systems Accountant, Ministry of Finance

U.S. Virgin Islands

Representative to be Determined, Department of Finance
Debra Gottlieb, Director, Office of Management and Budget

U.S. Department of Interior/Office of Insular Affairs

Marina Tinitali, Accountability and Insular Policy Specialist

Graduate School USA
Jack Maykoski, Vice President for Training and Program Management

Stephen Latimer, Program Manager
Jason Aubuchon, Project Manager

Resource Consultants

Deborah Milks, CPA

Frank Crawford, CPA

Jeanne Yamamura, CPA

Lalo Perez, Chief Financial Officer, City of Palo Alto, CA

Joe Saccio, Assistant Director, Office of Administrative Services, City of Palo Alto, CA
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APPENDIX C1 — ASG STATUS REPORT

FY12 Audit Status

Expecied Any magor issues you had fo address for the audit | Any sxpedied chamges in audd qualiicatrons of
completion date fingings?
Dl componant auiis
771513 |7 : No.

mmni! Financal Statement
Qualifications

! Federal Program
Qualifications

i Component Unit
Qualifications
! nonths late
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Cash Management Plan Checklist

Document Completed? Reference (requlation #, procedure, etc) ’
Government Cash Policy Yes Cash Receipts Policy, Grants Division
Policy
Bank Account Template Yes
>General Cash Procedures | Yes | cash Receipts Policy, Grants Division
Pollcy
Treasury State Agreement | Yes
(territories only)
Average Clearance Pattern
Federal Cash drawdown
tracking sheet Yes
Federal Cash drawdown Grants Division Policy
procedures Yes

Cash Internal Control

Ll

Al

To be included in revised Grants Division

Db

Performance Measures

(Prowide indorrmation for thase measures which you have NOT selecled fo present in sides 6 & 7)

Frxedd assat physical invantory | Travel Advance Collections Bank Reconcifiations levvoioe Processing Days

Was the physical inventory % of ravel advances over 30 What is the stalus of your bank | How many days Joes if take

compiotod as of 9-307 caysasof 4-30-13 reconcliations as of 4-30-13? 10 procoss & fooeral Invoico
(average for FY12& FY13)7

Yos Completed

Any fixed assat findings on How much smprovementisthvs | Any aud i1ssues related io bank | What is your target # of days?

the arxid? aver the 5% &s of the peeanis reconvliations?

year? 3 Sdays

80 No

D06 your government have a | Any new policies or procodures | Any action steps iniated (o What coes your office 00 0

planfo compiele the hxed nitated 0 cotlect advances? ensure timely reconcisbons? reduce the ime it iakes 1o gst

assat invenlory, if not ye! an invouce from a depatment

complefed? NA info fimance for processing?
Implementing paperioss
PUIChGSING Process.
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Performance Measures

Feadaral Grant Recewvable Reconckation | Timelness of SF425 feceral reposts

YWhat method 15 used [o track feders! L3053 your ofmce have 8 racking spreadsheet for 51425
recenables? reponts dusfover due?

Grants Spreadishent No

Are federal recervables recorded s the Does a manager regulanly review o insure reports are tynely?
Qenvral ledger?

Yes

Yee

What ave the panmsry issues that cause rapoets (o be late?

Lack of traiming/supsevizion of deparfment prograim mansgers.
FO0r Communication Dedoon Jopanmonis and Grams
avisIon.
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APPENDIX C2 — CNMI STATUS REPORT

FY12 Audit Status

Expected | Any maapr ssves: yoo had 10 addess Lr Tw sodl | Any expectnd Changes it susl Qualiatons o
compleiondate | fdings?
Not Sure | So far, getting it started ' Not Sure
L]
&
»
x -

— Francn’ Saemet Dacaions

—f Fede ¥ Omgrr Quzfatenz
— Coarpaa et (84 Qualiations
2 - — et S
"‘ N

e ™ e R R g

“
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Cash Management Plan Checklist

Document Completed? m(mgu:c?gm

Govermnment Cash Policy No
Bank Account Template

Treasury State Agreement
(territonies only)
Average Clearance Pallemn

Federal Cash drawdown Yes Federal Recelvables log sheet
tracking sheet

Federal Cash drawdown Yes Upon processing of payment vouchers,
procedures F&A prepares the reimbursement
request — Treasury then draws funds.

Cash Internal Control No
checklist

Performance Measures

Wss e physcal inversory % of ravel advances over 30 | What methodis usedio fack | Doss your ofics have &

conpdedeed ax of 3.507 days s of 43013 Sncheid recwevnddes? | Buchunny sprwaivwnd e

o Per Divecior of S oaties | The fedecsl mecenmbies fog | SF425mpas dusiover doe?
QUOGIED TRpOrt ik =l shoo Shest | NOOWg i pIsTE. howevse e
- | DOV SOCICH HDONE NSS

| 3 FCIg IS0

| s pves bee st o s
| Cosmrserty hiases of efrat Al
are Sue B moodng
Ay fred asset findogs on How mech improvement is s Are fsceral recevablss | Does a rraneger regularly
e auche? ower e % a3 of e prevous mecorced o the pececal ledgec? |
==d N’ Yoz onsdadydes
M
¥ ool el rsoorded
e pecsead band
Dovs your Qovernment Bave 3 | Ay 1esr DOROSS OF prOcsaures What e e pomary 55Ues
plan 1o compists the fred ndated o collect advances ? that causs reports o be late?
assel imvendory, & not yel A OrecovVe #33 153000 By S0F Thrt siaf
completad? s
Yoes WAl ! wfapmencnes ot
skt Sacings and frush off
rest of pont  Process
SMpodwin prVISTIoonN of
NOEDA
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Performance Measures

VAR Lo previselend on st 7 WU b presmrtingd o St 6

Hom roweeny rhays coses: o fvkee 10 proasess & | Wit ox e sinfics of your Ssesk svcomcladons &5

faderal iowoice (average for FY124 of 430137

FYey? Doem up Pvw 0331/13 Curmenlly sokiog oo

Whiet o5 your lerged & of days? Arry sl cxnames vl 10 Dk recuraobaions?
¥og Defsys Ut O SHONRQs oOf RESng

What doss your oiics do o mducs e Any achon steps intialed 10 ansane bosly

e £ iabas 1 oot an ivoece fom & >

dopartment o Snance B procsssngy? Trawerz arsd A st

Average Number of Days to Process an Invoice
Federal Funds
Target = 5 days from invoice receipt date to check date

40 37 53 —
35
30
248
259 209
20 -
15
10
5

g 4
o -

302012 402012 102013 202013 102012 Target

thru 5/20

Why is measure important? "Shows how we are performing “Insures public service is
un-interrupted “Insures reimbursement from Feds “Helps achieve clean audils
*Vendors are happy

What will it take to achieve our target? “Procure better scanners & computers for AP
“Hire one staff to heip with scanning "Cooperation from agencies




Island Government Finance Officers’ Association (IGFOA)

Bank Reconciliation

General & Federal Grant Fund
=0
. — ey
L R ]

* = e
! =2 et
i
=
=
o
k-
i
=
4
F =
-
>

-

. ul B

G il Dl aew ML WML AR WWTI) W NI AU Wl EFIT BTl DIt BRI el e

Why 1s measure important? "Shows how we ar2 performing "Baiances ventiad "Allows for
quicker action on emrors — prevent loss “Helps achieve ciean audis

What will # take fo achieve our farget? ‘Reached larget already - nesd 1o continue current
efforss

Actual vs Estimated Revenues
Target 5% accuracy rate

Fat )

L) e e

os
— gt Raege o/
%

o~ _— 0

AN
10%

5%

o e nos r3o F L7 xlto i
(mSonited) (emaatted)

Why 1s measure imporiant? "Shows how we are2 performing "FPrevents deficts "Helps achieve
clean augh

What wilf # take fo achieve our farget? “Mak= necessary adustments duning course of fiscal
year




Island Government Finance Officers’ Association (IGFOA)

APPENDIX C3 — FSMNG STATUS REPORT

FY12 Audit Status

Expacind | Aoy ror issons you Bad fo addmss ko e acdt | Aoy expacied changes in audé gualicalions o
£nangs?

June 30, | NO NO

—  Francd Stitement naificimong
——# Tedecel Progrem Queiifications
e § Corrperest Unit Quelifications
—moethy Bte

FY03 FY0S FWO5 FYOS FW7 FYeE YO FYRR vl v
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Cash Management Plan Checklist

Document Completed? Reference (regulation #, procedure, efc)
Government Cash Policy | NO

Bank Account Template
General Cash Procedures | NO

Treasury State Agreement | NA
(temitones only)

Average Clearance Paitern  Yes for AIP
Federal Cash drawdown YES

trackmgsheet
Federal Cash drawdown YES
procedures
Cash Internal Control NO
checklist
Performance Measures
(Fromde mdormaton for hase measuresuivch you have NOT ssiecied 1o prasent m shdes £ 8 7)
Forad asset physcal owenlory | Travel Advance Collactons Bank Recanclatons | Ivoics Processng Days
\
Was e physxcal imventory % of vaved aovances over 30 What is he stalus of your bank | How many days does # ke
coenpdedeed ax of S.307N0 dogsaof 43013 mconolalons ax F E30-1537 | b procwess a wvosow (evecae
FY12 50% compistea se of COMALETEDAPRL foc FY1Z 8FY13?
Sept 30 2013
100% Compieted a3 of Nov
2012

FY13-8M%compleiad
Amyy fxod assed fndkaogs on How much improvement S5 | Any U iSS0s relaied 0 Dank | What is your tarpet & of days?

he aude? over e % a3 of e previous reconcbabons?
Yos Penodic reconcliason yos? nO

Starding s FY'12 pesiodc
rconChabon @ done

monthy

Does your government Save a | Any new pobtesor procedures | Any achon stegs imndaled | What doss your office do 0
péan 1 compicte e tyed Indaind 10 colect saovences? SOSUNS DMSlY IRCONTMEooNS ? rSOuce Ihe Deme £ 2akss 15 Ot
SS90 Inveniory, ¥ not yet NA | an invoice fom 2 copanment
cempisted? 13% | indo fnarae for processiog?
FY13--Schodusod Trpsio

Chuuk in Juty

Kosrse and Yao m Awpust
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Performance Measures

Federal Grand Recenable Recancliaton | Timedness of SF425 federal reparts

Whiat method 15 ossd © Fack lederal Ooes your office have & rschng spreadshest for SFE25
o vl s 7 o2 chwslouss tha?
Revenue vs expense NO

Ars fsosral recawabios recoriod o he Does 3 manager reguisry rewsew 1D Insure reports are bmedy?
guenewd Seckpe? NO

What s e pornary Ssues Bal Cause epocs 10 be lale?
OUTSTANDING ENCUMBRANCES

FSM NATIONAL GOVERNMENT
Travel Advances Current and Overdue
Targetr= 100% currem

£2 000 000
AT s ax
§1 400 000
5 am
§1.200 000
81 200 000 o
Iz9 s et
e oow
S800 000
HWEX
S200 000
= . . SEEE— - -_.
ot o A = . '3,,-: [ )7“‘.’}

L 3

8

2 o0 " VT :
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FSM National Government
Revenue Estimates

Actuol vs Esamated Revenues
Taget 5% scowacy rate

— e
I | |
I l’\

5

i

¥ 2 3 32 10 5

- -
L ~

WHY IS MEASURE
IMPORTANT?

» EFFECTIVENESS OF EXISTING
POLICIES/PROCESSES/PROCEDURES

* EFFICIENCY OF SERVICES

* PERFORMANCE OF DIVISION/STAFF
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WHAT WILL IT TAKE TO
ACHIEVE TARGET

« CONTINUE TO ENFORCE CURRENT
PROCEDURE IN PLACE

+ WORK WITHAG OFFICE TO AMMEND
FINANCIAL MANAGEMENT REGULATION
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APPENDIX C4 — GUAM STATUS REPORT

Continued lack of Staf pmgr&s
Comgdetion of e fusd 84501 phwsic sl ensatrry in Y
20
18 - : —& Fnancial
16 — \ Statement
Qualifications
14 -
2 V\ ~———# Federal Program
S alificat
10 -
8 1 e Component Unit
6 - Qualifications
‘ $
2 — months late
G gt .
[a] - ™ 0D w- N
ggss8esgzssg
e e — .

48



Island Government Finance Officers’ Association (IGFOA)

Treasury State Agreement FY2012 - Section3{l){e)
(zerritories only) Done

Average Clearance Pattern See above Section3{l){e)

Federal Cash drawdown No New federal software will accomplish this.
trackingsheet

Federal Cash drawdown Draft AppendixC

procedures

Cash Internal Control Draft AppendixA & B

checklist

Fixed asset physical inventory

Was the physical inventory completed as of 9302

No, DOA i still in the process of completing the physical inventory

Any fornd 3sset findings on the Judit?

We expect that DOA will have a repeat findeng for failing 1o compicte the physical inventory.

Does your government have 3 plan Lo compiete the foed asset inventory, i not yet compieted?

As of March we were 38% complete and expect to be finished by November 2013
We are about 90% complete with DYA. DOC, BSP.
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Government of Guam
Completion of Fixed Asset Inventory

FY 2012 8% of departments

completing fixed
asset imventory

b

00%
90
m,
0%
0%
0 -
s -
W05
20%
10%
0%

Travel Advance Collections

% of travel advances over 30 daysas of 3-31-13.

73% of all travel was over 30 days aged.

How much improvement is this over the % 35 of the previous year?

Our 3ged traved advances increased by 12% between March 2011 and March 2012,

Cause: High staff turnover. limited resources

Any new polices or procedures initiated (o collect advances?

We have hired one new accountant to oversee the travel section.

impiemented a new policy. After 2 attempts to get the employee 1o travel, we start communicating
with the director of the agency, We expect this policy to iIncrease the rate of travel clearances.
DOA Circular — Holding of payroll checks, wiil not process travel unéil pnar travel is cleared.
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_HRe s . e . " e g T

Government of Guam
Travel Advances Current and Overdue
o Target = 100% current

$200,000

$180,000

S160000 -

S120000

$120,000

$100,000 |

$80,000 - ~ w Total Current

$60,000 *
$40,000
$20,000

S0

— 8 Total overdue

Bank Reconciliations

What is the status of your bank reconciliations as of 3-31-137

All hank reconciliations were completed as of 4/30/2013

Any 3udit issues redated to bank reconciliations?

None noted.

Any action steps initisted (o ensore timedy reconcifiations?

In prior years, we have moved to reconciling the large accounts (General Fund Checking and Payroil) on
a daily basis using our onfine access.
In addition, we hired an accountant to Jld in the bank reconciliation branch.
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[T
Government of Geam

Bark Reconciatons SR Topce

3 days completed aftar the receipt of the statement P

8 = |

¥ days sfter mocelpt of bank statement
w

@IL“Jl....thnm|.|l

Oct 1380y, 110ec 110m, 12Fe0. LIMUr, 1000, 100Gy, 100m. 12 ot 12 Acg 1259 12 Oct. LiNov. L0ec 12150, 13F¢0. 1M 13

Invoice Processing Days
How many days does it take to process 3 federal invoice (average for FY12 & FY13)7

Based on a 100% test, the average days to process a federal invoices (from the date received to the
issuance of 3 check) 5 135 days.

What s your target # of days?

Our target is now 14 doys. This timefrome encompasses time lapse between the receipt date 10 check
issuance.
Alternatively, we are considering tracking the date of the drawdown to the date we issue the payment.

What does your office do Lo reduce the time it takes to get an invoice from a department inlo finance
for processing?

We will start encouraging our vendors to start using EFTs. Notices and the forms will be sent with
every check cut to a vendor.
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m A

: Isiand Government
Average Number of Days to Process an Invoice
Federal Funds
Target = 14 days from invoice receipt date to check date
180 - 1688
160 : =
134
140 1776
120 - : 1135
100 -
80 —— :
60 -
40 -
20 -
00 — — —- —— —— —
1st qtr 2nd qtr 3rd qtr 4th gtr Target

P ——————————— e ——

i v e . o e st
Aging of Processing Days
< 14days W< 30days m<60days m<edays w9 days
86% 85% 85% 74%

st Qer. 2nd Qtr. 3rd Qtr. 4th Qtr.
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Federal Grant Receivable Reconallatnon

What method s used o track federal recervables?

The Department of Adminslration uses the FGIA subsidiary ledgers 10 Uack all fedes al receivables
under the executive branch purview.

Are federal recevahles recorded in the general ledges?

Yes by US. Agency.

T'melmess of SF425 federal reports

Does your otfice have a tracking spreadsheet for SFA25 reports due/over due?

No, we do not have as racking spreadsheet. However, our Accounting System is capable of tracking
the report due date and date compieted.

Does a manager regularfy review 10 insure reparts are timely?

No, Accounting is not responsible for issuing the FFR. This is the responsibility of the GovGuam
Agencies. However, we review each report prior to submittal.

‘What are the pnmary issues that cause reports to be fate?

The GovGuam Agencies are directly responsible, DOA's responsibility is to provide suppost and advise.
However, we will b issuing an Accounting Directive to address this issue and will iimplement an
automated tracking system wathin our TGIA. Thes would allow us 1o generate ad hoc reports and send
notices to the agencies when deadlines are missed.

New software will automatically create the FFR and will be able to track the submittal of the reports.
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— e ate

— gt g o[
N

‘ FvEr = e Y0 i T2 I3 0 A

™ |

FY2012 Target

100% of all apraces tagged rach  |33% of total ageaces
acal sventory FY'12 addtwoes | quarter
hon of the fved asset 25% of agences tageed cach quarter [ 359 of total agences
5 3 for a 100%% complmace by SG1/13 ]
{3e¢ schoduic)
| 25% redocton by 9/30/12 |incrase of 1.2% fom st
year
30 days fom the recept of te bank [92% ontme
 tatement |reconciations
) <19 vanance

Completion of a ¢ach mansgement] Compictad smended Sz by March |Drad complesed 1227/12

95% wihm S days 95% wihm 30 davs
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APPENDIX C5 - KOSRAE STATUS REPORT

Kosrae State FY12 Audit Status

Any magor issues you had fo address for the audit | Any sxpecled changes in audd qualificatrons or
complaﬂondale fingings?
6 30 13 The audl was ssuad over 2 meaks hefors the
-oU- deadiine
30
25
20 sl 0. of Financial Statement
Qualifications
15 wmmnllo. of Federal Program
Qualifications
29 w0 of Months late
5
0

WO O (0% 0B (0T 0B O (30 (1 (¥
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Kosrae State Government
Bank Reconciliation

30

25

20

15

10

5

0

Sector General Account FY13

B Sector General

I I I I I e Tar get 15 days

Oct Nov Dec Jan Feb Mar Apr May

Kosrae State Government ST
Travel Advance Current and Overdue s overdue

$100,000

480,000
560,000 &
540000 |

$20,000 ¢




2,500,000

2,000,000

1,500,000

1,000,000

500,000

Island Government Finance Officers’ Association (IGFOA)

Kosrae State Government
Revenue Estimates

Le gLt . e 2/ S mActual
L

= Budget

FY2007 FY2008 FY2009 FY2010 FY2011 FY2012 FY2013
d (March -~

1500,000)

2013)
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APPENDIX C6 - RMI STATUS REPORT

FY12 Audit Status

Expecied Any magor issues you had jo sddress for the audit | Ay sxpscled chamges in audd qualificatrons or

completion date findings?
June 30,2013 Addifional personnel

Deaiayad in commencing of I-Y'12 Audd

Fyo? Fyoe FYos FYi0 Fy1t e

# Financal Staterment Qualficatons 3 4 5 3 1"
2 Fodernl Hrogram Luaidoahona 1w ¥ 9 [} 8
2 Comp [T o 0 0 0 o
# nenthy lefe o 0 0 0 a
12
10 \ ‘

_A -
¢ \/ — # Financial Sistement Qualficatons
P : — Fedeal Program Quaitivssons

‘ % Comp Uit Quatts

4 — a0t Wi

Y =yt

Fyn
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Cash Management Plan Checklist

checklist

Document Completed? Reference (requlation #, procedure, etc) !
Government Cash Policy In-progress | SOF, FMA, Cash Mgmt
Bank Account Template | Yes soP
‘General Cash Procedures | Yes SOP, FMA, Cash Mgmt
Treasury State Agreement | Not yet
(territories only) completed
Average Clearance Pattern | In-progress
Federal Cash drawdown In-progress | SOP & Fed Manual Handhook
{racking sheel
Federal Cash drawdown Yes SOP & Fed. Manual Handbook
procedures
Cash Internal Control Yes SOP. FMA
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APPENDIX C7 - PALAU STATUS REPORT

n Republic of Palau

Government Status Update
IGFOA San Francisco
June 2013

FY12 Audit Status

Expectad Any mayor 153063 you had o address for the audit | Any expected changes in audit qualifications or
complefion date findings?
August 2013 1) Adiusimentsinat delayed submission of the ~Finding of Cuestion coxds fo be ke fhan previous
Inal Batance. yoar
2} Submyssion of gocumsnts supporting T8

20 -

sz F mancial Stazement Qualifications
—2deral Program Qualfications
w—tCompontnt Unk Qualtications

vo3 Fyos FYos FYos FYo7 Y08 FYOO fYio M
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Cash Management Plan Checklist

Government Cash Policy *( Internal Control & Procedures
Manual -ROP)10 be updated and
amended and it is 90% completed. will
be 100% completed in December 2013

Bank Account Template | 90% *Same as above

General Cash Procedures | 90% *Same as above

Average Clearance Yes 10 be amended to meet the average

Pattern clearance of target days.

Federal Cash drawdown | Yes Tracking sheet exist and it is used

tracking sheet

Federal Cash drawdown | 90% *Same as above

procedures

Cash Internal Control 90% *Same as above

checklist

Performance Measures

1) Narrative progress teports

2) Outstanding Encumbrances

Federal Grant Recevable Reconciliation | Timeliness of SF425 federal reports Comments
What method 15 used 10 track federal Does your office have a tracking spreadashect for SF425
receivables” reports due/over due’
- Financial Management information - Yes
System (FMIS) 240-P
Are federal receivables recorded inthe | Does a manager regularly reviewto insure reports are
general ledger’/ timely’
~Yes ~Yes, However it is not really enforced at the moment,
therefore we will enforce it within this administration.
What are the primary issues that cause reports to be late? ~In orderto

improve, linance
should periodicall
or make schedula
1o meetwith
agenciesin order
to stress the
importance of
timely reporting
thelr grants statut
-What is practice(
now is when
agency does not
meet the
requirement we
Dasically
deactivate their
accounts In FMIS,
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Republic of Palau Property Management (RPPM) Physical Inventory
Schedule FY2013

MONTH MINISTRY

Completion of Fixed Asset
Inventory FY2012

150%
100% m % of completed fixed assets
So0% m % of total Departments
0% .

Why is measure important?
-To properly account for the acquisition and disposal of fixed assets

What will it take o achieve our targel?
1)To establish procedures to periodically reconcile hixed assets.
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FY 2012
Average Number of Days to Process an invoice
Federal funds & Other Grants
Target= 10 days from Iinvoice receipt date to check date

12.3

i 103 0

40 -

2.0 — S —

0.0 —

st ameQu o Qur 4th Qar 4012 Jamget Qe aneQur VLS Tanget

Why is measure important? -*This measure indicates whether the government is complying
with its federal obligations and local government law. (Our practice require that invoices are
paid within 10 days of invoice date or according to contract terms.)

Whart will ittake to achieve our target? *Continued focus on adherence to established
processes, for example Demphasize to vendor s and departments that invoices should be
eredta the finance office on quickly to ensure timely payment: 2) timely entry of
transactions and 3)successful employment and implementation of lean

FY2012 through March2013
Average # of days to pay an invoice (all vendors)

0.0
450 |
B

wr

35.0

wo

20 —
00 - -
150

100 e -
5.0 b _ —
0.0

IstQu 2m8 Q3r #re Qar ath qar 012 Yarge 15T Qer nOQr  J01E Targe

30 30 W

Why is measure important? -=This measure indicates whether the government is complying
with its federal obligations and local government law. Our practice require that invoices are
paid within 30 days of invoice date or according to contract terms, Finance oflice has adopted
a target to pay invoilces within 10 days
What will it take to achieve our target?- *Continued focus on adherence to established
processes, for example 1emphasize to vendors and departments that invoices should be
delivered to the finance office on quickly to ensure timely payment, 2) timely entry of
enditure of transactions and 3)successful employment and implementation of lean
nitiatives.
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FY2012 to March2013
Timeliness of Bank Reconciliations
Target=30 days after receipt of the Bank Statement

400

150
s General Checking
| N

_—Feder ol Savangs

—Target

Oct Nov Dec Jan Feb Mar &pr May Jun Jul Acg Sept Dct Nov Dec Jan Feb Mar

Why is measure important? - Bank Reconciliation is a critical function of Government internal
control system to ensure that bank service charges, errors, and other reconailing items are
detected and recorded to agree the cash balance per book to bank balance

What will it take to achieve our target?-Ensure that bank recon is performed on a monthly
hasts by timely closing the monthly baoks on the 10™ of the month and 100% completson of
bank recon by the end of each month,

Actual vs. Budgeted Revenues
Target |1 0% Accuracy Rate

+9% - -6%

70.000.000,00 -8%
£0.000,000.00
$0,000,.000.00
40,000 000.00
30,000.000,00
20.000.000.00 |
1000000000 |~ - —_—

= fudgat
- Actoal

FYos Y10 i maa

Why is measure important? -to determine the accuracy of revenues for budgeting purpose.

What will it take to achieve our target?
1) To report revenues on monthly basis to the budget office and work with them on meeting
the target rate with the government officials
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Travel Advances Current & Overdue

180,000,00 ¢
14000000 ¢
120,000.00 ¢ > -
100.000.00 ¢ - $.
£0,000.00

® Yotal Cyrrent

51 | lotal Oxtdue

§0,000.00 $ =
40,000.00 + 33 0 §2 35
20,00000 |

@30 12/maam 32 613012 Q3I0/12 12731002 33101

Why is measure important? -To know if the overdue amounts are being collected
effectively.

What will it take to achieve our target?
135trictly enforce Travel Advance Policies on Payroll deduction.
2)Reconciling travel advance an a monthly hasis

THANK YOU & SULANG
FOR YOUR ATTENTION!!!
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APPENDIX C8 — VIRGIN ISLANDS STATUS REPORT

: el j'/\;
Presentation (OYSIaneiG oVerament Finance

Officers Associalion (IGFOA)

__Muriel Fenton, Director of Accounting
= Department of Finance
June 1, 2013

Performance Measures for FY 2013 (Summary)

% over 30 days as Laat month Cash pian Abie 1o meet (Frepare tahis % mvenlory
of &30/2013 compieled as of compiied? your {avgel? aind graph of  congseled asof
4302013 tor osiimoated vs 43003
Payroll Account actual for FYOT
theough 2 qtr No informotion from
Sea Explanation March 2013 Yas Yes Y13 Property and
Procurement.
Expaciad W over Last month Avmrane Abia fo calcudate % axpected to be
30 gayz at compieted as of ciearance the # of days? complesed. at
43072013 43072013 for pattern 400203
ywome sl sccoont cubculaled?
No information from
See Explanation March 2013 Four (4) days See Table, Property and
Procuroment.
Were now Expected fo be i not Were new i not, expected
NOOOJNOS currom for oxpoctod YOORUW0s oompiotion dolo.
initisled affer Jume 45072013 compiation imtiafed affer
rmeeling? dale June meeting?
No Exploratory
assossmont June 2013 NA No NA
currently on the Updated Current
way. Policy

67
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Travel Advances (Current Situation)

. For FY 2013 between October 2012 through April 2013, the
Department of Finance processed approximately $239M of regular
invoice (General/Federal Funds) and travel expense transactions,
which included $1.46Min travel expenses and travel advances.

+ Without the presence of a Prepaid Travel Expense Account, It iIs
unachievable for the Government of the Virgin Islands to effectively
track the reimbursement for travel advances after a predetermined
amount of days for business travel.

w Total Invoices and Travel Expense
Transactions

® Total Travel Advance Transactions

10,000,000.00
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Travel Expense/Advances - as of April 2013)

= Totad Invoices and Travel Expense
Travan T

= Total Travel Advance Tranrsactions

Cash Management Plan
N e e I
Completion
Y/N* Dare
Current calculation of average clearance partem?
Gencral
acecoumt 11days
Payroil
account 4 days
Wrinten cash
management plan
for federalfunds? Y 515/2013
Giveniothe auditors? Y 5/16/2013
Available for Treasuryand Federal Gram
staff? X 5152013
FY12 Treasury
State agreement
filedwith US

Treasury? (fiag
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Number of days to Process a Requisition and Invoice.
The data was gathered from accumulating information for one weak per month, then averaged to
represent each quarter of the fiscal year. Targets were not met in the last twa respective quarters
due to unforeseen circumstances.,

Fedorl Funds
Avevage 188 gtr 10002012 10102012 10012012 10152012 109772012 SDAYS 20AYS
Aversge Indqw  308201) R ) 222013 Vi3 1182013 4DAYS 20AYS
Local Fands

Average ist g 10082012 10122012 9202012 10167012 10982012 s0aYS 1oAY
Aversge 2ndqr 31172010 V12012 22872013 31872013 3202013 4DAYS 20AYS

Revenue Estimates vs. Actual

FYO7r
FY08
FY09
FY10
FYit
FY12
FY13

672,329,000
668,538,000
569,446,000
592,476,839
675,788,506
661,683,600
379,926,204

650,546,000
710,300,000
768,137,000
854,000,000
608,383,000
682,500,000
388,744,494

21,783,000
-41,762,000
-198 691,000
-261,523,161
67,405,506
-20,816,400
-8,818
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Revenue Estimates vs. Actual (cont'd.)

Revenue Estimates vs. Actual (cont'd.)

Government of the Virgin Islands
Actual vs Budgeted General Fund Revenues
Target = 5% accuracy

* e

5%

_:: .
3 W
’ T
5w
s
b
b4

= E—
% - P\

Nk ¢ 2

8K 4

.m.

-15%
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Fixed Asset Inventory

+ Areport on the status of an annual hixed asset inventory has not
been communicated to the Department of Finance by the
Department of Property & Procurement.

» Calvert stated in June that he would attempt to use the data present
on the Fixed Asset Module as a substitute, but he was unable to
perform that function due to him needing further verification of the
government’s CIP projects by the Department of Public Works.

+ Calvert continues to be challenged with the accuracy of the data in
the Fixed Assets module, because payments are still not always
flagged correctly, and CIP projects have notverified.

Governmend of the Vivgin Islands
Summary of Targets

Measure

Target

Completion of the fixed asset physical
inventory

100% completed by the end of the -
uarter of each fiscal year

Reduction in overdue travel advances

Eirgm Islands Gov't does not record travel
dv P d)

Bank Reconciliation

Target - Within 30 days after each month
end

% accuracy of the revenue estimates

(none)

Completion of a cash management plan

100% completed within 30 days after each
quarter end

# days i1t takes Lo process an invoice

2 days from receipt of transaction m
u«rkﬂow queue (internal measure)
i

thin 30 days of invoice date (external
easure)

tatus of Audir far FY 2011 & FY 2012

stimated completion date for FY 2011
June 2013

Estimated completion date for FY 2012 -
Necember 2013
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Questions?7?
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APPENDIX C9 - YAP STATUS REPORT

YAP STATE GOVERNMENT

Government Status
Update June 2013

FY12 Audit Status

Expactod Likoly fo e Ungualied? Capacied # folw) fodags | Likely # epmat fndags
$822,143
Adverse — lacking o o4 0z
COMPONGt LS’
Nnancial Hokomonts:
CTWA& YIFA .
A-133 Significant il o
Deficiencies
18
e +—\c L
12 —\
”
* \ ——f Fogocie! Statement Cuascatons
4| \ et 6 doral Program Qseifcafons
\ — (omaonent Und Quaibeatens
5 I p— -———c months e
- —
2
o

CAMMIIES 2, S 3. Gt A Sot 2R o AR A MR 2.0

74
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Fired asswf physcal imventory

Wi b physeal mrvesiory
2emalaiod ag of 2307

Physrcel isveniony compleded
and rport 0Sinoutod n
Dwcwmine 2072

Performance Measures

Trwvel Advance Colectons

7\0’&!«! advanms over.'ﬁ

Nya e of 23013

509%

Bank Recorcitatona

What m e atubiss of yuor bank
MOSNSRAb0ng 93 O DT

AX gocounds for werw recoccided
for the monin of Marce 301J

imvoce Procwsang Dayx

How many deyo doea o ek
12 pr90033 3 O09 [Iverage
B FY28 YIS

ot messune

Acy faed asset findogs oo

How much improversent & fha

Any aodi saues wisted 1 bek
neonsiatons?

Wha! @ your tapet # of deys?

Nexd physcal awentory will
2ako pigce i FYL

payol SHoIMent COMMEnces

ey curent on recona

e audt? over the 3% 28 of the previovs
2o year? Nre s,
Noow i Ihe FY12 suit

Nooe
Doea your govemmond Aes Any new polcros or procedums | Aty actior slops mibofed fo What doos your e do %0
# plan to compiele the freat RSNG00 CONC! SN INCeS? A0 By Mconciations? RAUCH 150 D (I laices 10 00!
asael imvedory. ot yel Travel sutronzaton ot ot ivorce from & depertent
oempicied? processed fir hose win Fagular mevionng en2en a0 Heance for prCosSng 7

Sutslending san0es Wies that 523% 2t extra et Nooe specihed now

Bank reconciliations
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Travel Advances
- Yap State

Travel Advances Current and Overdue
Target = 100% current

o0

800,000 > .00
$700,000
$600,000 95000 $20,225 208 S 3
$500,000
400,000 * Tow! Currant
$300,000 ® ol overdue
$200,000
$100,000

S0

Qec'“ w\,ﬂ }0“\2 seoﬂ Dﬁ“ﬂ M‘ﬂ""} N"‘ﬂ

Actual vs. Estimated Revenues
T
Actualvs Estimated Revenues
Target 5% accuracy rate

Ll e PR A il e Priimsfis
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APPENDIX D - FISCAL MANAGEMENT IN THE CITY OF PALO ALTO,
LALO PEREZ

Island Government Finance Officers’
Association Annual Meeting

San Francisco, CA
Lalo Perez, CFO
Joe Saccio, Asst. Director, ASD

June 1, 2013

CITY OF

PALO ALTO
el QUALITY OF OTV SERVICES
g Foo Qe contrem 30 20r e iy Fve t IO U0 OAR 101N QUi ty OF @ACon FMeredi Dy The CXy Of BR0 AR Th e Mmament < Laed @ TGt ooty

19 M e D e A The Nl e (R Lan iy ™ The (At B e b TR e e s

e / Rkt et of the Qunity of Sekected Serviens in Twke Ao \
2 el e o O e O e B S
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© {
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Sdowalc St snanis
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L L, Mg, & 2y 1
ERGETN  Eee 1l
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General Fund Revenue by Type
$160 Million

Operating Transfers-

Other Revenue,
/Jﬂ‘ $17,529,11%

Charges to other 62,010,1%

Funds, $10,574, 7%

From other Agencles, s
$168 A:a: g 4 Sales Tax, S23.840,

15%

Property Tax, 529,102
» 18%

Returnon

Investment ,
$769.1% 924,378, 35%

ransient Occupancy
Tax, $11,545,7%
Permits & Licenses,

$8,346, 5% Other Taxes and Document Transfer

Tax, 55,699, 4% 3

Fines, $2,107, 1% Utility Users Tax,
S$11.013.7%

General Fund Major Revenues
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General Fund Expense by Category
$159.8 Million

perating Trans-Out,
15, 10%

Contingent Acct, $1,
0%

Facilities and
Equiptment, $1, 0%

Rents and Leases, $1, ~ |
1% L e A

Salaries & Benefits,

General Expense, $10,/ @ TITFT SN TSR $93, 61%
7%
Supplies & Materials,
$3.2%
-
-
General Fund Expenditures
4 ns : ‘
saz S|
Police » ‘
/ —— /,-‘.
529 o , ..} e |
526 BN
2 ',,/ ; CSDand Library
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Citywide Budget Summary

(in millions)

Operating  Capttal Total Percent

of Total
General Fund $159.8 $185 $1783 38%
Enterprise Funds $263.8 $23.3 $287.1 62%
Total $423.6 $41.8 $4654 100%

This table does not include Internal Service Fund expense.

CITY OF

PALO ALTO

Wastewater Collection
Fund, 54,4048, 8%

Capital Projects by Fund
$60 Million

Storm Drain Fund,
Wastewater Treatment $3,130,5%
Fund, $2,600, &

Capital Project Fund
(Genceral Fund),

Gas Fund, §7,756, 13%

Electric Fund, $10,930,
19%

Vehicle Replacement
Fund, 51,225,2%

100 Technology Fund,
A% $2,492,4%
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Citywide Position Changes

Proposed Operating Budget, pp. 328-346

GF ENT Other* Total
FY 2013 Adopted FTE 578.06 357.82 78.47 1,014.35
Midyear Changes 1.65 - (0.65) 1.00
FY 2013 Adjusted FTE’s 579.71 357.82 77.82  1,015.35
Reallocations {1.86) (6.12) 7.98 -
Fliminations/Adds (105) 185 220 3.00
Nel FY 2014 Proposed Changes (2.91) (4.27) 10.18 3.00
FY 2014 Proposed Budget** 576.80 353.55 88.00 1,018.35

*Other Funds are Internal Service Funds and the Capital Fund
**Includes 2 Library Frozen FTE
Citywide FTE in FY 2011 was 1,078.50 FTE

City Challenges

= Pension and Healthcare Obligations total
unfunded liabilities of $382 million

= |nfrastructure Needs well over $200 million

= Over 108 FTE reduced since 2004 in general
services (currently 576 general service and
1,018 citywide FTE) = less staff - equal or
higher work levels

= 10 year Long Range Financial Forecast call for
budget deficits totaling $35 million over the
last 8 years of the forecast

CITY OF

PALO ALTO
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City Operations

* |nternal Auditor: annual audits and impacts
* Use of technology: Open Data; Open Budget
= Services Efforts and Accomplishments

= Performance Measures

= Single Audit: recent experience

® § Enterprise Funds: Airport, Electric, Gas,
Fiber, Refuse, Storm Drain, Water, Wastewater
Collection and Waste Water Treatment

* Community Outreach and Engagement

PALO ALTO

- - s () Duighié

@ PALO ALTO
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Fire Department

KEY OBJECTIVES
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Single Audit

= |ssue: Grant revenue was not properly recorded in revenue
accounts in the General Ledger.

* Cause: Grantrevenue was coded as a credit to an expense
account rather than to a revenue account. This reduced the net
expense for the project Lo zero.

= Results: Revenues and expenses were understated. SEFA
schedule was incomplete. Major program for Single Audit
purposes was omitted from the scope of the audit.

= Corrective Action: Closer review of project cost
balances. Discussion with project manager. Periodic review of
credits in expense accounts. Outreach and training for
department personnel who administer grants.

CITY OF

PALO ALTO

Topics

* Cash Management: Goals and Tracking Sources and Uses
=  Why CPA has “Idle” Cash

* |nvesting “Idie” Cash

CITY OF

PALO ALTO i
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Cash Flow Management

= Chief objectives of cash managementinclude:
* Ensuring adequate cash is available to cover outlays
*  Maximizing cash balances to earn interest on idle funds
o Safeguarding all cash transactions from fraud (external and internal)

= Timing is of the essence in managing cash and achieving goals
*  Know the timing of all major seasonal remittances and cash outflows. In
CPA, property and sales tax revenues are paid unevenly during the year.
Expenses are mainly driven by biweekly payroll, bul commodily paymenls
e.g. water, gas and electric vary significantly throughout the year

= Use history to guide you, but do not ignore changes or new revenues or
expenditures

CITY OF

PALO ALTO

Cash Flow Management

= |dentify and monitor all cash inflow

= Utilize all sources of information to track incoming cash: eg., federal
government, state and county remittances, bank statements...

* Palo Alto tracks, on 3 daily basis, all cash sources: e.g., sales, property, and
hotel taxes; utllity payments; commerclal deposits such as credit card
payments; interest earnings; investment maturities; cash received at
various transaction sites

* Capture all sources on a spreadsheet and identify each source separately!

CITY OF

PALO ALTO 2
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Cash Flow Management

= |dentify and Monitor all cash outflow

* |dentify all your sources of information: e.g., payroll reports; ACH
transactions such as pension and benefit payments; wires; bank statements;
Accounts Payable runs...

* CPA tracks all costs: e.g., salaries and benefits; contract expenses;
commodily payments (eleclric, gas...); debl service; purchase card
expenses...

= Capture all sources on a spreadsheet and identify each source separately!

CITY OF

PALO ALTO

Cash Flow Management

»  Reconcile your spreadsheel of transactions Lo your bank statement on a daily
basis

* Be aware of 1day and 2 day floats and reserve sufficient cash to cover
expense

*  (CPA uses a detailed Cash Management Spreadsheet

*  There's abit of art in performing cash management, but rely on the data and
trends to guide you

CITY OF

PALO ALTO
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Cash Flow Management

*  “idle” Cash
= What is it?
= Why does PA have so much of it - $441 million as of March 20137

*  Palo Alto owns its utilities
* [very day we collect monthly payments tor water, gas, electric, storm
drain, wastewater collection and refuse services providing the Gty with
4 steady cash stream

* These payments plus our tax revenues, fees for services, fines... provide
more than adequate cash to cover expenses

*  Maximize amount of “idie” cash and maximize it's use

CITY OF

PALO ALTO =

Cash Flow Management

*  What to do with “kdie” Cash ?

* Keep in bank account?

= Sweep into non-bank, liquid money market holding treasury bills and
bonds{e.g., Fidelity Fund)

= Sweep into pooled accounts such as county or State pools (PA sends
excess funds to highly liquid State “Local Agency Investment Fund
(LAIF)

= Invest funds via broker in longer-term secunties e.g., certificates ot
deposit, treasury instruments, agency secunties such as Fannie Mae,
Federal Home Loan Bank which have federal backing

CITY OF

PALO ALTO 22
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Cash Flow Management

= When investing cash always abide by following in priority order

1. Safely
2. Liquidity
3. Yield

CLTY. OF

PALO ALTO

Cash Flow Management

= Conclusions
= Cashisking
* Timingis critical
= [t'sallin the details

= Maximize use of idle cash, but remember that safety of cash
Is paramount. Once you lose money, It's time to find a new
job

= Questions?

CITY OF

PALO ALTO i
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Contact info:

Lalo Perez

Administrative Services Director/CFO

Joe Saccio

Assistant Director

City of Palo Alto

Administrative Services Department

Ph: (650) 329-2692

Email: Lalo.Perez@cityofpaloalto.org
Joe.Saccio@cityofpaloalto.org

URL: cityofpaloalto.org/asd

CITY OF

PALO ALTO
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APPENDIX E— PERFORMANCE MEASURES SUMMARY

ISLAND GOVERNMENT FINANCE OFFICERS’ ASSOCIATION

Timely Completion of the FY12 Audit
Status as of June 2013

E AMERICAN SAMOA
78 CNMI

Estimated July 2013

Just issued FY11 audit

z MARSHALL ISLANDS

Estimated July 2013

umm

@ US VIRGIN ISLANDS

Estimated August 2013

el €, €41 & (€3¢

FY 11 to be issued June 2013

ISLAND GOVERNMENT FINANCE OFFICERS’ ASSOCIATION

FY11 Unqualified Financial Audit Reports
Status as of June 2013

E AMERICAN SAMOA
78 CNMI

2 Qualifications

2 Component Unit Qualifications

YES
YES
YES

ﬁ FSM: CHUUK

1 Qualification

ﬁ FSM: YAP
N oo

1 Qualification

umm

YES

PP MARSHALL ISLANDS YES

- YES
@ USVIRGINISLANDS NO (not yetissued)

90
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ISLAND GOVERNMENT FINANCE OFFICERS’ ASSOCIATION

Does the government have a documented, comprehensive cash

management plan?
December 2012  June 2013

E AMERICAN SAMOA + Submitted Treasury State Agreement

70 CNMI TreasuryState agreement late

completed

g

“

:

:
X% X% &

:
M X =X X
< X

|
|
|

|
|

HKHK XK =X

Regmts completed in draft

Some reqmts of the plan not
—yet completed,
! [ Most regmts completed in draft

z MARSHALL ISLANDS
n PALAU

@ US VIRGIN ISLANDS

+ Submitted Treasury State Agreement

ISLAND GOVERNMENT FINANCE OFFICERS’ ASSOCIATION

Are Travel Advances Collected?

% of overdue advances (over 30 days old)
December 2012 june 2013 Progress
E AMERICAN SAMOA Notreported  Notreported ?

f&‘} CNMI Notreported Not reported i)
“ FSM: NATIONAL 87% 76%
BB Fsm: KosRaE 53% 80% &

B Fswm: PoHNPEI 84% Notreported 7
BB Fsm: cHUUK 41% Notreported 9

B v vap 0% 0% | .
N e 88% 73% A

z MARSHALL ISLANDS Notreported  Notreported 2

o TN 76% 77%

A%/ | US VIRGIN ISLANDS n/a n/a l;/a
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ISLAND GOVERNMENT FINANCE OFFICERS’ ASSOCIATION

Is the fixed asset physical inventory current ?

December 2012 June 2013  FY11 Audit Finding?
B AMERICAN SAMOA YES YES Y
7 CNMI NO NO Y
BB Fsm: NamionAL ~ YES Y
“ FSM: KOSRAE YES Not reported N
B Fsm: PoHNPEI YES Not reported Y
BB Fsm: cHuuk art Not reported Y
n FSM: YAP YES YES N
- GUAM NO 38% completed Y
100% by November
z MARSHALL ISLANDS NO Not reported Y
PALAU Not reported 50% completed, Y
u : 100% by August
4% | USVIRGIN ISLANDS = NO Y (FY09)

ISLAND GOVERNMENT FINANCE OFFICERS’ ASSOCIATION

Are the Major Bank Reconciliations Timely?

December 2012 June 2013

B AMERICAN SAMOA YES YES

70 CNMI NO YES
ﬁ FSM: NATIONAL YES YES
BB Fswm: kosRAE YES YES-Sector acct
B Fsm: PoHNPEI YES Notreported
I Fsw: cHuuk YES Notreported
B v vap YES Very close
N v YES YES

Altbut

z MARSHALL ISLIWDS dj i Not reported

o WU NO ‘ YES

@ US VIRGIN ISLANDS
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@] - 1o B3

ISLAND GOVERNMENT FINANCE OFFICERS’ ASSOCIATION

# days to process an invoice paid with federal funds

December 2012 June 2013

E AMERICAN SAMOA 3.5 days Not reported
70 CNMI 35 days 21 days
P Fsm: NaTioNAL 14 days 13 days
n FSM: KOSRAE Not reported Not reported
n FSM: POHNPE] 30 days Not reported
i FSM: CHUUK Not reported Not reported
ﬁ FSM: YAP Not reported Not reported
- GUAM 1.67 days 5 days
z MARSHALL ISLANDS 14 days Not reported
n PALAU 12.3 days 10 days
o=/ | USVIRGIN ISLANDS S days 2 days

Internal procass only
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APPENDIX F — AUDIT FINDINGS BY TYPE

FY11 Audit Findings by Type

Total of Reporting Governments (FY10 for USVI)

Repor ling x
Period of Documentation

availability

3
Procurement

iag 8%
8%
Subgrantee
monitoring
4%
Fixed Assets
11% /|

Matching cost principals
2% 5%

Results of Audit Improvement Project
Total of npol’tlng governments

wmpee Financial Syme Cualficatons

e oderal Program Qualfications

\ e Oyaificanons from Cormponent Unks

~@-2 01 [ato reponts
A/J N\
\ \
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APPENDIX G — RAPPORTEUR NOTES

RAPPORTEUR NOTES ON FEDERAL GRANTS COORDINATION PANEL, REPORT-
OUTS FROM SMALL GROUP ACTIVITIES

Opportunities

e Use of technology to minimize abuse in procurement

e Development of programs to attract and retain talent, or to grow and nurture the local
talent

e GPS tracking for assets acquired to minimize abuse (location)

e Harmonization of program management, finance and treasury for accurate quarterly
reporting

e A Uniform standard payment approach for off-island vendors

e Access to information about program activity should be shared between departments
and divisions

e Familiarization with Omnibus Territory Act (OTA) at government-wide level

e Appointment of an “audit liaison officer” to coordinate single audit issues.

Challenges

e Various regulations for procurement among states and federal agencies

e Limited materials required by Feds, limited vendors available on-island

e Action taken not documented

e Feds require price quotes; islands don’t’ have since using general funds

e No response to RFPs put out in islands

e No documentation of price quotes and bids; no documentation of who asked for bids

e Procurement biggest issue in abuse of funds from federal agencies

e Finding people to run procurement offices and make sure that effective controls are in
place

e Recruiting, training procurement staff and retaining them through changes in
administration

e Deviation from policies

e Off-island purchases and need to plan ahead within the period of performance

e Unscrupulous vendors

e Inventory documentation: procurement, not just purchases: where do they go?

e Financial statement audits, need to develop registry systems
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Program rules (feds) complex—prior approval requirements

Complexity comes from Congress

Marrying costs with activities in program

Communication to Treasury and finance from program

Ideally finance needs program to report quarterly on expenditures

Reconciliation of program with finance system report

Program people report to the feds separately from the finance people

Proof of extensions to the next reporting period—must be documented

Shipping issues—payment terms

Appointment periods not in line with personnel or period of the grant

Program people are unclear of grant expiration date

If program people report directly to feds, Finance doesn’t have access

Finance unsure if reports are submitted on time

Multiple departments involved in tracking audits on islands

Acting and grants management skills lacking among grantees

Expertise in managing subcontractors and consultants

Hard for program people to see the big picture—why tracking funds are important
Auditors that are avoided by program people

No Association of Financial Managers to insure program managers communicate
Timely and accurate exchange of information between finance officers and program
agencies

Enforcement of process of accounting and reporting: stop findings before they occur in
audits

Assignment of accountability for responsibilities

Staying current on audits

New financial management systems & audit firms

Reduction in force—effects of brain drain

GROUP REPORT-OUTS

[Group 1] PROCUREMENT

No additional procurement requirements, but if they did it would be communicated
through the grant terms and conditions.

See CFR

Checklist of requirements especially with sole source

Currently drafting policies and procedures for procurement offices

Finance offices should be asking for prior approval.
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[Group 2]

e 3-way communication between the grantor, grantee, and finance offices
e Accountability
¢ Grantee to monitor their program management
@ Share reports to finance offices
¢ Reconcile with finance offices
e Hire right personnel and people; provide training
e Fund management system (software)
e Drawdown policies

[Group 3]

e Aligning dollars and risk with reporting responsibilities

e Control tools: Users agency reconciliation has been a separate topic

e Communication: process and training

e Association of (on-island) finance managers and controllers, to share ideas about how to
help each other with reporting.

e Issue of “penalty of law”

[Group 4] AUDIT FINDINGS

e [Program-specific audits] Island finance is not included in audits until after audit is issued
e Finance would like to be involved prior to audit issuance
e If not, then would like to be provided audit during the audit resolution process
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APPENDIX H — GASB UPDATES

GASB Update: Government
Financial Reporting Landscape
Continues to Change

IGFOA Conference 2013

Presented by Frank Crawford, CPA
President, Crawford & Associates, P.C.
www.craw [ordepas. com
frank@crawfordcpas.com
(@ferawtordepa (twitter)
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Overview

» Recent and imminent pronouncements
Statement 60 on Service Concession Arrangements
Statement 61 on The Financial Reporting Entity
Statement 62 on FASB and AICPA Pre-1989 Cod.
Statement 63 on Statement of Net Position

- Statement 65 on the “project formerly known as deferrals”
(think Prince)
Statement 66 on Technical Correclions
- Statements 67 & 68 on Pensions
Statement 69 on Government Combinations
Statement 70 on Nonexchange Financial Guarantees
» Forthcoming Exposure Drafts
Fair Value Measurement and Application
- Conceptual Framework: Measurement Approaches
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Effective Dates

» December 31, 2012
Statement 60  Accounting and Financial Reporting for Service Concession
Arrangements
Statement 62—Codification of Accounting and Financial Reporting Guidance
Contained in Pre-November 30,1989 FASB and AICPA Pronouncements
Statement 63—Reponting Deferred Outflows, Deferred Inflows and Net Position
» June 30, 2013

Statement 61—The Financial Reporting Entity: Omnibus (an amendment of
GASB Statements No. 14 and No. 34)

» December 31, 2013
Statement 65—Items Previously Reported as Assets and Liabilities

Statement 66— Technical Corrections—2012. an amendment of GASB
Statements No. 10 and No, 62

v June 30, 2014
Statement 67 Financial Reporting for Pension Plans
Statement 70 — Financial Guarantees
+ December 31, 2014
Statement 69—Government Combinations and Disposals of Government
Operations
» June 30, 2015
Statement 68—Accounting and Financial Reporting for Pensions

@ == | novumon Governmental
GASB Statement 60 — Accounting Standards Series
Service Concession
Arrangements
Issued

November 2010

Accounting and Financal Reporting for

~
Sevvice Concassion Armangnments

FNGASB

GOVERNMENTAL ACCOUNTING STANDARDS BOARD
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Service Concession Arrangements

» Statement addresses service concession arrangements
(SCAs)

» SCAs are a fype of public-private or public-public
partnership

» The term public-private partnership is used to refer to a
variety of:
Service arrangements (outsourcing a service)
Management arrangements (outsourcing mgmt)
SCAs (last type before being a privatization)

Accounting and Financial Reporting
For Service Concession Arrangements

What is a service concession arrangement?

«Public-private or public-public partnership

*An arrangement between a transferor (a government) and an operator (governmental or

nongovernmental) in which:

1) the transferor conveys to an operator the nght and related obligation to provide public
services through the operation of a capital asset in exchange for significant consideration,
such as an up-front payment, installment payments, a new facility (constructed by the
operator), or improvements to an existing facility

2) the operator collects and is compensated by fees from third parties
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Accounting and Financial Reporting
For Service Concession Arrangements

What is a service concession arrangement? (continued)

*An arrangement between a transferor (a government) and an opcrator (governmental or

nongovernmental) in which:

3) the transferor is entitled to significant interest in the service utility of the facility at the end
of the arrangement (a residual interest)

4) The transleror delermmes or has (he ability Lo modaly or approve:
. What services the operatoris required to provide
. Towhom the operator i3 required to provide the services
. The prices or rates that can be charged for the services

Examples of SCA’s

» Toll roads

» Alrports

» Hospitals

» Prisons

» City swimming pools

v Golf courses

» College and university bookstores and/or cafeterias
» Sanitation services
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Benefits of SCAs

» May provide government with the ability to leverage
existing infrastructure and other public assets to generate
additional resources in the form of up-front payments from
the operator for the right to operate such assets

» May be used to facilitate construction and financing of new
infrastructure and other public assets and transfer the risks
associated with their construction and maintenance to a
private entity

» May be used to provide services to the general populace in
a more efficient and cost-effective manner

Statement No. 60

» Effective Date
- Effective for financial statements for periods beginning after
December 15, 2011
- Earlier application is encouraged

- The provisions generally would be required to be applied
retroactively for all prior periods presented.
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C.U. at the OK61 CORRAL
Implementing GASB 61 - The Financial
Reporting Entity

GASB 61 - Reminder - When do we
have to implement?

» High Noon is Fast Approaching

» Effective for Periods beginning after June 15, 2012
(FYE 6-30-13 or 9-30-13)
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Here is a close up of that cow, just in case you
were wanting to see more of it...

GASB 61 - Overview

Areas with the most impact:

» When to include an entity as a component unit;

» How to report an entity that has been determined to be a
component unit (blending v. discretely presenting);
- With special rules for Special Purpose Governments

engaged only in business-type activities;

» The accounting of equity interests in legally separate
organizations;

» A note about note disclosures

» The reporting of Major component units
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Statement 62 — ¥ Poommmbing Bl e
FASB and AICPA
Pre-1989 COd' Ssaternent No_ 62 of the
Issued e e
December 2010

Cotfication of Accounting and Fnancial

Hoparting Cuidanca Containad in
Pro Navomber S0, 1889 FASD and
AICHA Pronouncamanta

¥ ENGASE

GOVERNMENTAL ACCOUNTING STANDARDS BOARD

Codification of Pre-November 30, 1989
FASB and AICPA Pronouncements

Overview of the Project:

» Since FASB introduced its codification, its original
pronouncements are nonauthoritative

» Paragraph 17 of Statement 34 requires application of pre-
November 30, 1989, FASB pronouncements, unless they
conflict with or contradict GASB pronouncements
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Scope and Applicability

» Applies to accounting and financial reporting for
governmental activities, business-type activities, and
proprietary funds

» Statement 20 is superseded
» All applicable pre-November 30, 1989 FASB and AICPA

pronouncements are contained in the GASB’s codification
- All potentially applicable post-November 30, 1989 non-
(GASB standards would be “other accounting literature”

* Can be adopted as long as not considered conflicting with GASB
Statements

Effective Date

» Effective for financial statements for periods
beginning after December 15, 2011

» Earlier application i1s encouraged

» Accounting changes adopted to conform with the
provisions of the Statement should be applied
retroactively by restating financial statements, if
practical, for all prior periods presented.
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GASB 63 and 65:

The GASB Projects Formerly Known as
“Deferrals”(think Prince...)

GASB Statement 63 — Reporting
Deferred Outflows, Deferred Inflows
and Net Position
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Background

» Initiated in May 2010

» Concepts Statement 4 identifies 5 elements that make
up a statement of financial position:
- Assets
Liabilities
Deferred outflows of resources
Deferred inflows of resources
Net position
» Differs from composition required by Statement 34,
assets, liabilities and net assets

Definitions

» Deferred outtlows of resources

A consumption of net assets by the government thatis applicabletoa
[uture reporting perniod

Has a positive effect on net position, similar to assets
» Deferred inflows of resources
An acquisition of net assets by the government that is applicableto a
future reporting period
Has a negative effect on net position. similar to liabilitics
» Net position

- The residual of all elements presented in a statement of financial position
= assets + deferred ourflows — liabilities — deferred inflows
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Display Requirements

» Deferred outflows should be reported in a separate section
following assets

Deferred inflows should be reported in a separate section
following liabilities

Net position components resemble net asset components under

Statcment 34, but include the cffeets of deferred outflows and
deferred inflows

= Net investment in capital assets

Restricted

Unrestricted
Governmental funds will still continue to report fund balance,
but will use the new elements when applicable

w
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Disclosures

» Provide details of different types of deferred amounts if
components of the total deferred amounts are obscured by
aggregation on the face of the statements

» If the amount rcported for a component of net position is
significantly affected by the difference between deferred
inflows or outflows and their related assets or liabilities
provide an explanation in the notes

Current and Future Standards with
Deferred Outflows/Inflows

» CURRENT:

= Statement 53 — Accounting and Financial Reporting for Derivative
Instruments
Statement 60 — Service Concession Arrangements (this year)

» FUTURE:
Statement 65 (the deferrals. think Prince thing)
- Statements 67 and 68 - Pension Plans - (Plan and Employer)
Statement 69 (Government combinations)
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Effective Date

» Effective for financial statements for periods beginning after
December 15, 2011

» Earlier application 1s encouraged

» Accounting changes adopted to conform to the provisions of
this Statement should be applied retroactively by reclassifying
the statement of net position and balance sheet information for
all periods presented

» In the first year, you should disclose the nature and effect of
any reclassifications

» Il you don’t reclassify this information for the prior periods
presented, you should disclose why

GASB Statement 65 - Items
Previously Recognized as Assets
and Liabilities that may now be
recognized as something else, or
they may not be

I liked the “Prince” title better. ..
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How about either of these...?

Project Approach

» Review balances to see if they meet the definition of an asset or a
liability as defined in Concepts Statement 4

» If not, do they meet the definition of a deferred outtlow or deferred
inflow of resources

» Concepts Statement 4 provides that recognition of a deferred
inflow or outflow of resources should be limited to those instances

identified by the Board in authoritative pronouncements that are
established after due process
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Project Approach

Statement 53—requires the reporting of a deferred outflow or
inflow of resources for the changes in fair value of hedging
derivative instruments.

» Statement 60—requires the reporting of a deferred inflow of
resources by a transferor government in a qualifying service
concession arrangement.

» This statement amends the financial reporting clements previously
classified as assets and liabilities to be consistent with the

definitions in Concepts Statement 4.

3t

Definitions you haven’t seen yet

»Assets

-Resources with present service capacity that the government presently
controls

»Outflow of resources (expenses)
-A consumption of net assets by the government that is applicable to the
reporting period

»Liabilities

-Present obligations to sacrifice resources that the government has little or no
discretion to avoid

»Inflow of resources (revennes{’ : :
-An acquisition of net assets by the government that is applicable to the
reporting period
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Some Items That Retain the Classification as an Asset

» Prepayments
» Grants paid in advance of meeting eligibility requirements (other
than timing)

» Rights to future revenues acquired from outside the reporting
entity

»“Regulatory” assets (capitalized incurred costs)
» Pension asset (Plan net assets exceed total liabilities)

Some transactions in which the resulting item should be reported
as a deferred outflow of resources
(currently classified as assets)

» Grant paid in advance of meeting timing requirement
» Deferred amounts from the refunding of debt (debits)
»Costs to acquirc rights to futurc revenucs (intra-entity)
» Deferred loss from sale-leaseback
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Some transactions in which the resulting item should be
reported as an outflow of resources
(currently classified as assets)

»Debt issuance costs (other than insurance)

»Initial direct costs incurred by the lessor for operating leases
» Acquisition costs for risk pools
» Loan origination costs

Some Items That Retain the Classification as a Liability

» Resources received in advance of an exchange transaction
» Derived tax revenue received in advance (income tax, bgrt)
»Premium revenues (risk pools)

» Grants received in advance of meeting eligibility requirements
(other than timing)

»Refunds imposed by a regulator
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Some transactions in which the resulting item should be reported
as a deferred inflow of resources
(currently classified as liabilities)

» Grants received in advance of meeting timing requirement

»Other taxes (involuntary nonexchange) received in advance (prop. taxes)
#Deferred amounts from refunding of debt (credits)

»Proceeds from sales of future revenues

#Delemred gain from sale-leaseback

7“Regulatory” credits (gains or other reductions)

»“Unavailable” revenue in govemmental funds

Some transactions in which the resulting item should be
recognized as an inflow of resources
(currently classified as liabilities)

» Loan origination fees (excluding points)

»Commitment fees (after exercise or expiration)
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Effective Date

» Effective for financial statements for periods beginning
after December 15, 2012

» Earlier application is encouraged

» Accounting changes adopted to conform to the
provisions of this Statement should be applied
retroactively by restating financial statements, if
practical, for all periods presented

L | ity Governmental P seqs Governmental
Accounting Standards Series Accounting Standards Series

FYSASS PFNGASS
COVERIENTAL ACOOUNTING STANGARDS DIANS T
Statcment 68
Acconnting and Financial
Reporting for Pensions

Statement 67
Financial Reporting for Pension
Plans

E
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Statement No. 68, Accounting and
Financial Reporting for Pensions

an amendment of GASB Statement No. 27

The Big Changes

» Portion of the total pension liability not covered by
plan assets will be recognized as a liability—the net
pension liability (NPL.)

» Discounting using the long-term expected rate of
return will be limited to the extent that assets are
expected to be available to cover future benefit
payments

» One required approach to cost allocation—entry age,
as a level percentage of payroll-rather than 12
options
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Highlights

» Scope limited to pensions provided through trusts that
meet certain criteria

» Revises recognition, measurement, disclosure
requirements for all employers
* Liability
*+ Measured net of pension plan’s fiduciary net position
* Fully recognized in accrual-basis financial statements
Changes in the liability
+ Some recognized as expense in the period of the change

+ Others recognized as deferred outflows/inflows of resources with
expense recognized over defined future periods

» Effective for FYs beginning after June 15, 2014

Scope & applicability

» Defined benefit and defined contribution pensions
provided through trusts that meet the following criteria:
- Employer/nonemployer contributions irrevocable
Plan assets dedicated to providing pensions
- Plan assets legally protected from creditors

» Excludes all OPEB

» Applies to employers and nonemployer contributing
entitics that have a legal obligation to make
contributions directly to a pension plan

Special funding situations
Other circumstances
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Defined benefit pensions

» Liabilitics to the pension plan (payables)
» Liabilities to employees for pensions
“Net pension liability” (NPL)
* Total pension hability (TPL), net of pension plan’s fiduciary net
position
* IPL =actuanal present value of projected benefit payments attributed
to past periods
+ Fiduciary net position as measured by pension plan
Single/agent employers recognize 100 percent of NPL
- Cost-sharing employers recognize proportionate shares of
collective NPL

Defined contribution pensions

» Pension expense for amounts defined by benefit terms as
attributable to the reporting period
Net of forfeited amounts removed from employee accounts
» Liability for diffcrence between pension expense and
contributions

» Note disclosures

- Descriptive information about plan, benefit terms, contribution rates,
amount of expense. amount of forfeitures, amount of liability

» Nonemployer contributing entities with legal requirements
to contribute directly to pension plan also addressed
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Effective date and transition

» Fiscal years beginning after June 15, 2014

» Beginning deferred outflows/deferred inflows of
resources balances all or nothing at initial
implementation

» RSI schedules prospective if information not initially
available

Statement No. 67, Financial Reporting
for Pension Plans

an amendment of GASB Statement No. 25
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Highlights

» Scope limited to defined benefit and defined

contribution pension plans administered through trusts

that meet certain criteria (same as criteria in Statement
68)

» Few changes from Statement 25 for financial statement
recognition

» Notes/RSI changes primarily to reflect changes in
measurement of liabilities of employers

Highlights (cont.)

» Notable changes in note disclosures/RSI
- Annual money-weighted rate of return (10 years in RSI)
RSI for single-employer and cost-sharing pension plans (10 years):
+ Schedule of changes in NPL by source
+ Components of NPL/related ratios
* Schedule of actuarially determined contributions
« Aggregated employer-related information not required for agent pension
plans
» Effective for FYs beginning after June 15, 2013
» RSI schedules prospective (except for contribution
schedule, if presented), if information not initially available
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__________________________________________________________________________________________________________________________________________________________________________________

Looking ahead

2013 and beyond

» One or more Implementation Guides
- Initial guidance tentatively scheduled for Q2 2013
» Phase 2 of project
OPEB and pensions not within scope of Statements 67/68
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A | e Governmental
Accounting Standards Series

Statement 69
Government combinations
and disposals of
government operations

FNGASE

OOVERMMENTAL ACCOURTING STANDAACS DOAND
" VWD AT "IMOATON

Combinations, Transfers &
Disposals

» What: new standards for mergers, acquisitions, and
transfers and disposals of operations

» Why: becoming more common, but no government-
specific guidance

» When: fiscal years ending December 31, 2014 and later
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Scope and Terminology

» Combinations in which no consideration is provided
Government mergers
- Transfers of operations
» Combinations in which consideration is provided
* Government acquisitions
» Disposal of government operations

» Not included:
Assets and liabilities comprising less than an operation
+ Obtaining control of another organization that remains a
legally separate entity (already addressed in Statement 14)

- Acquisition of equity interest (already addressed in Statement
14)

Acquisitions

» Acquisition date is the date on which the acquiring
government gains control of the assets and becomes
obligated for the liabilities of the acquired government

Generally the “closing date™ — when the acquiring government
provides consideration — though governments may designate a
different date

» Assets, liabilities and deferrals should be measured at

acqln.smon value—a market-based entry price

- Entry price is assumed to be based on an orderly transaction
entered into on the acquisition date
> Acquisition value represents the price that would be paid for
similar assets, having similar service capacity, or discharging
liabilities assumed as of acquisition date
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Accounting for the Difference between
Acquisition Value and Consideration

» Consideration > Acquisition Value
Deferred outflow of resources
- Attribute deferral systematically and rationally
Length of attribution period is a matter of professional
Jjudgment but may consider, for example:
- Estimated service lives of capital assets

- Expected length of acquired contracts
+ Estimated remaining service life of acquired technology

Accounting for the Difference between
Acquisition Value and Consideration

» Acquisition Value > Consideration
Excess nel position generally would reduce
noncurrent assets (if reduced to zero, additional
amount would be a special item)
May instead reduce contribution received (when seller
accepts a lower price)
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GASB Statement No. 70

Accounting and Financial Reporting for Nonexchange
Financial Guarantee Transactions

Issue

- Governments occasionally extend or receive financial
guarantees on obligations of other entities without
receiving or paying equivalent value for the
guarantees (nonexchange financial guarantees)

« Current guidance in GASB Statement No. 62 is based
on private sector guidance (exchange transactions)

* FASB Statement No. 5
* FASB Interpretation No. 14
= FASB Interpretation No. 34




Island Government Finance Officers’ Association (IGFOA)

Scope

- Applies to governments that:

= Extend a nonexchange financial guarantee on an obligation of

anther party (a government, not-for-profit, private entity, or an
individual)

= Receive a guarantee from another party on its obligations

« Does not apply to:

* Financial guarantees provided as part of an exchange

transaction, including guarantees related to special assessment
debt

Recognition

- An extended nonexchange financial guarantee should
be recognized as a liability when qualitative factors
indicate that it is more likely than not (more than

50%) that a payment will be required to be made as a
result of the guarantee

« Qualitative factors include, but are not limited to:
* Initiation of bankruptcy or financial reorganization

* Breach of debt contract on guaranteed obligation
= Other indicators of financial difficulty
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Recognition

= When similar nonexchange financial guarantees (groups
or portfolios) are extended, governments should assess
qualitative factors or relevant historical data, if any, in
relation to the likelihood of making a payment on one or
more of the guarantees within the group instead of in
rclation to cach individual guarantee

« Liabilities are recognized under the modified accrual
basis of accounting when normally expected to be
liquidated with expendable available financial resources
(when guarantee payments are due and payable)

Recognition

« Governments receiving nonexchange financial guarantees should
rccognize revenuce when released as an obligor

« Recognition guidance for nonexchange financial guarantees
extended and received within the same reporting entity:
* Recognition of a receivable equal to the amounts recognized as a
liability if any of the following:
» Guarantor is a blended component unit and the issuer is the primary
government
* Guarantor is a primary govemnment and the issuer is a blended component
unit
* Both guarantor and issuer are blended component units of the same
primary govemment
= Otherwise, recognition is the same as if the gurarantee were between
outside entitics
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Measurement

- When a hability is to be recognized, it should be
measured at:

* The best estimate of the discounted present value of the
future outflows expected to be incurred

= If no best cstimate but a range exists, the minimum
amount of that range

Disclosures

« For all extended nonexchange financial guarantees by
type:
= Description of the guarantees identifying:
* Legal authority and limite
* Relationship to entity or entities issuing the guaranteed obligation
* Length of time of the guarantee
* Arrangements for recovering guarantee payments made
= Amount of guarantees outstanding

« When liabilities recognized or payments made during
the period:
= Description of timing and recognition of measurement
* Reconciliation of amounts recognized (beginning of the year balance, increascs.
decreases, and end of the year balance)
= Cumulative amounts paid on the guarantee
* Amounts expected to be recovered
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Disclosures

» Received Nonexchange Financial Guarantees by

type of Obligation

= Name of guarantor

* Amount of guarantee

= Length of time of guarantee

= Amount of guarantee payments made by guarantor during
period

* Cumulative amounts of guarantee payments made on
outstanding obligations

= Description of requirements to repay guarantor

* Amount of outstanding requirements to repay guarantor

Upcoming Exposure Drafts

Fair Value measurement and
awplication

Conceptual framework:
measurement
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June 2013 Exposure Drafts

» Fair value ED will address what should be measured at
fair value and how fair value should be measured

» Measurement ED will address (1) the two primary
approaches—initial amounts and remeasured amounts
and (2) attributes—such as historical cost, and fair
value

Recognition concepts will be exposed next year

Current Agenda Projects

» GAAP Hierarchy
» Other Postemployment Benefits
» Pension Implementation Guides
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Website Resources

Meeting the needs of constituents is one of the GASB’s
key goals. In support of this goal, the GASB makes a
variety of resources available through its website,
www oashoorg, including up-to-date information and
resources addressing:

» Current projects

» Recent proposals and final pronouncements

» Free copies of proposals and final pronouncements

» Educational resources

» Resources for users.
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Questions??

Follow me on Twitter!
@fcrawfordcpa
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APPENDIX H3 - GASB 61 QA BLANK

GASB 61 FACTORS IN DETERMINING COMPONENT UNIT STATUS

PG = Primary Government
PCU = Potential Component Unit
CU = Component Unit

PCU PCU PCU PCU PCU
NAME | NAME | NAME | NAME | NAME

I. LEGALLY SEPARATE: Y/N Y/N Y/N Y/N Y/N

Created as a body corporate or a body corporate and
1 | politic or otherwise possesses corporate powers -
indicated by:

A. Does it have the ability to have a name?

B. Does it have the right to sue and be sued in its own
name without recourse to a state or local
governmental unit?

C. Does it have the right to buy, sell, lease, and
mortgage property in its own name?

CONCLUSION: Is the PCU legally separate? (Several YES
answers to the above. Use judgment)

Il. FINANCIAL BENEFIT/BURDEN RELATIONSHIP:
Is the PG legally entitled to or can otherwise access the
PCU's resources?

Is the PG legally obligated or otherwise assumed the
2 | obligation to finance deficits of, or provide financial
support to the PCU?

3 | Isthe PG obligated in some manner for the PCU's debt?

1

Are there other legal entitlements or obligations of a
financial nature between the PG and the PCU?

CONCLUSION: Is there a financial benefit/burden
relationship? (Any YES answer to the above)
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lll. FISCAL DEPENDENCY:

Can the PCU determine its budget without another
1 | government having authority to approve and modify
that budget?

Can the PCU levy taxes or set rates or charges without
approval by another government?

Can the PCU issue bonded debt without approval by
another government?

CONCLUSION: Is the PCU fiscally dependent on the
PG? (Any NO answer to the above)

IV. IMPOSITION OF WILL:

Does the PG have the ability to remove appointed
members of the PCU governing board at will?

Does the PG have the ability to modify or approve the
budget of the PCU?

Does the PG have the ability to modify or approve rate
3 | or fee changes affecting revenues, such as water usage
rate increases?

Does the PG have the ability to veto, overrule, or modify
4 | the decisions (other than those in 2 & 3 above) of the
PCU's governing body?

Does the PG have the ability to appoint, hire, reassign,
or dismiss management of the PCU?

Are there any other conditions that exist indicative of
imposition of will that are substantive in nature?

CONCLUSION: Can the PG impose its will on the PCU?
(Any YES answer to the above)
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V. BLENDED CRITERIA:

Is the PCU's governing body the same or substantively
the same as the governing body?

AND either:

A. s there a financial benefit/burden? (see Section
Il for items to consider)

1

B. Does management of the PG have operational
responsibility for the PCU?

Does the PCU provide services entirely or almost
2 | entirely to the PG or otherwise exclusively or almost
exclusively benefits the PG?

Is the PCU's total debt outstanding, including leases,
3 | expected to be repaid entirely or almost entirely with
resources of the PG?

CONCLUSION: Is this a blended component unit? (Any
YES answer to 1 thru 3 above)

VI. GASB 39 DISCRETE CRITERIA:

1 | Is the CU a tax-exempt organization?

Are the economic resources received or held by the CU
2 | entirely or almost entirely for the direct benefit of the
PG, its component units or its constituents?

Is the PG or its other CU's entitled to or has the ability to
3 | otherwise access, a majority of economic resources
received or held by the CU?

Are the economic resources received or held by the CU
for the PG or its other CU's, significant to the PG?

CONCLUSION: Is this a discrete CU under GASB 39?
(Answer YES to ALL of the above)
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APPENDIX | — CONFERENCE EVALUATION SUMMARY

Government Finance Officers Association (GFOA) Conference
Island Government Finance Officers’ Association (IGFOA) Meeting

Pacific Islands Training Initiative
Virgin Islands Training Initiative

San Francisco, CA
June 1-6, 2013

EVALUATION SUMMARY
(17 Evaluations Completed)

To ensure that conferences and meetings that the Graduate School USA conducts for the PITI
and VITI programs are as responsive as possible, please take a few minutes to fill out this
evaluation. Your input and comments will be very useful to us in planning future events.

On ascale of 1 -5, with 5 being the highest score and 1 being the lowest score, please rate the
GFOA Conference and IGFOA Meeting by circling the appropriate number.

GFOA Conference

1) The GFOA Conference sessions were relevant and timely.

Strongly Strongly

Agree Agree Neutral Disagree Disagree

76% 24% 0% 0% 0%
Score: 4.76

2) What sessions of the GFOA Conference would you suggest should be followed up by
PITI/VITI through training and/or other types of seminars?

e GASB and Financial Reporting Requirements

e Actuarial Pension Liability / Lean Government / Grants Management
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e CAFR related to the six month time set. This training provided great ideas on how to
make the audit process streamlined.

e Performance Measurements

e Procurement checklist/procedure. Grants Management.

e Grant Management / Lean Government

e Grant Management Best Practices / Budget Sessions

e Budgeting, Audit, and Grants Management

e Fraud Prevention / Detection

e Accounting and Auditing Standards Updates / Financial Recovery

e Resolution of Grant Findings and Assistance with developing the cash management plans

e Reporting referred outflows and inflows / Improving financial performance through
interdepartmental cooperation / Grant Management / Lean Government / GASB Updates
/ Performance Measures

e Lean Process

e Budgeting, Grants Management

e Streamlining Audit Process

IGFOA Meeting

3) The IGFOA meeting sessions were relevant and timely.

Strongly Strongly

Agree Agree Neutral Disagree Disagree

71% 29% 0% 0% 0%
Score: 4.71

4) The meeting’s objectives were substantially met.

Strongly Strongly
Agree Agree Neutral Disagree Disagree
71% 29% 0% 0% 0%

Score: 4.71

5) Logistics for bringing participants to and from San Francisco were handled
satisfactorily.

Strongly Strongly
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Agree Agree Neutral Disagree Disagree
71% 29% 0% 0% 0%
Score: 4.71

6) The IGFOA meeting site (Westin) was comfortable and conducive to the meeting.

Strongly Strongly

Agree Agree Neutral Disagree Disagree

88% 12% 0% 0% 0%
Score: 4.88

7) Support services by the Graduate School USA staff during the meeting were handled
well and in a timely manner.

Strongly Strongly

Agree Agree Neutral Disagree Disagree

82% 18% 0% 0% 0%
Score: 4.82

8) What sessions of the IGFOA Meeting were the most relevant and meaningful to you?

e Meeting with federal officials / Updates on how other insular areas are resolving their
various issues

e The session with the federal representatives discussing what is and isn’t working with
grants management in the insular territories

e GASB Updates / Meeting with federal program people. (Panel Discussion)

e Lean Government / GASB Updates / Performance Management / Meeting with Region IX
Counterparts

e Performance Measurement / GASB Updates

e Grants Management: Panel Discussion with Federal Grants Personnel / One on One
discussions with Federal Representatives / Areas addressing Audit/Cash Management

e COSO Session / Travel (Getting Intentional) / Tax Collection / Presentation off Financial
Information

e Grants Management

e Procurement Issues / Travel Advances / Cash Management Plan / Performance Measures
/ GASB Update
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e Budget and Audit

e Fraud / Tax Collection

e Meeting with federal agencies / Break out sessions / Group discussions on best practices

e GASB Updates

e GASB Updates

e Lean Government: Review the process and eliminate waste, confine improvement not to
save money but improve of doing things to satisfy the customers.

e All of them

e All sessions

o All

9) What are the two most important items that you learned during the week, and how
will you apply each when you return home?

e Learning more from the agencies about federal grants reporting and ensuring it ties to
the general ledger. Working more closely with Treasury to complete the cash
management plan.

e Grants Management -- establish a grant procedure manual; tracking spreadsheet report.
Performance Measure -- hold people accountable for their actions / communication /
proactive with people involved

e Building a better budget — follow the guidance. | thought the session really was straight
forward and very useful. Financial Transparency — The ability to report with robust
information with the use of technology.

e Internal Control Framework — setup periodic monitoring with managers and staff.
Communicate clearly department goals and objectives and hold employee accountable.

e New GASB Requirements / Financial Report on Pensions

e Policy implementation to follow through and document procedures. Encourage training
for finance officers, promote constant communication / open communication between
program managers and finance officers

e Performance Based Budgeting and Lean Government Process. | will try to implement
them.

e Budget best practices and better documentation. That we have many federal grant audit
findings that basically should be very easy to avoid if we follow terms/conditions.

e GASB Implementation Guidance / Need for increase finance and program cooperation

e Reporting Deficiency / Draw down tracking procedure / Will meet with Grace Edrosa,
supervisor for federal grants to discuss and plan how to track reporting SF425 &
drawdown. Need log book.

e Cash Management and Detection of Fraud
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e Planning / Check List

e GASB Update / Financial Recovery Update / Fraud Deterrence

e The need to develop financial policies / 12 steps to Financial Resiliency

e Cash Management, Policy & Procedures / Management of Grants in all aspects

e 5 steps for compliance — to apply for the Bureau of National Treasury and all
departments

e Teamwork and Communication. Most of the trainings | attended really stressed the
importance of these two items. We can only do so much without teamwork. We can’t
accomplish our goals and without communication, we can’t achieve our goal.

10) What sessions or aspects during the week were the least relevant and meaningful
to you?

e Cannot think of a session that | did not learn anything relevant to me and my work.

e There weren’t any sessions or aspects that weren’t relevant and meaningful. But the
least relevant was GASB updates since our external auditor provides similar information.

e Meetings with Region IX Feds. Very nice gesture, good to put faces to names, but overall
not real meaningful.

e The distress training in GFOA. Conference on that topic is just not very useful.

e |sland Government Presentations: Still important but is more of a benchmark. Should be
a summary and discussion on how to approve.

e | think they’re all relevant to me as far as my position is concerned but not enough time
to join and be part of, sort of conflicting with the time.

e Information Technology and its relation to Treasury

e Most of the topics were relevant but sometimes it is the choice of speakers or delivery of
the presentation that is a problem.

e Due to limited resources, improvements in the technical side is least. CNMI will need to
work with that they have for now.

e Fiscal Distress, 1* session

e None (X2)

11) Please provide any other comments concerning the GFOA Conference and the
IGFOA Meeting that will make future conferences and meetings more meaningful
and enjoyable.

e GFOA Conference and IGFOA meeting provides significant ideas in helping shape island
government operation. Also, emphasize the importance of having procedures/guidelines
that can keep operation efficient and effective. In addition, meeting the Feds—
having/knowing a face to the name.
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More education about managing federal grants. More one on one information with
federal representatives. Great understanding of Performance Measures.

Having the IGFOA start on Saturday was a smart idea because it spread the meeting and
was less monotonous.

Keep doing what you’re currently doing — You all seem to know exactly what we need.
Very informative and fun. Keep up the great work and effort!

Hoping more key people in government can attend these conferences.

There are a lot of sessions that are relevant to my daily operations. Tools that can be
modified and applied to improve processes. For the IGFOA, | find the networking very
helpful as to best practices. To see what other island governments are doing that can be
applied to my own government.

None — | thought it was excellent and organized. Couldn’t ask for more.

Perhaps open up the opportunity to fully fund two key staff in finance aside from
Governor, Minister or Secretary level.

| really appreciate the opportunity to participate in both GFOA and IGFOA. However, |
would like to go back to the original schedule so that | could participate in GFOA pre-
conferences.

The GFOA Conference is too large. The IGFOA conference could be held closer to the
islands and include federal program managers.

Keep up the good work.

| really enjoyed my time in San Francisco. Although, it was too cold for me, it’s a
beautiful place. Oh and Westin BEDS and PILLOWS, are amazing. We should continue to
live in Westin Hotels for future conferences and meetings.

None
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APPENDIX J — PARTICIPANT LIST

AMERICAN SAMOA

Alexandra Banse

Accounting Technician |

ASG Dept of Treasury

P.O. Box 3478, Pago Pago, AS 96799
Phone: +1 684 633 4155

Email: alexandra.banse@tr.as.gov

Matthew Grady

Comptroller

ASG Dept of Treasury

P.O. Box 983018, Pago Pago, AS 96799
Phone: +1 684 633 4155

Email: matthew.grady@tr.as.gov

Venetta Stanley

Grants Analyst

ASG Dept of Treasury

P.O. Box 282, Pago Pago, AS 96799
Phone: +1 684 633 4155

Email: venetta.stanley@tr.as.gov

COMMONWEALTH OF THE NORTHERN MARIANA ISLANDS

Cora Ada

Interim CFO

Commonwealth Healthcare Corp.

P.O. Box 500409 CK Saipan, MP 96950
Phone: +1 670 236 8765

Email: corazon.pablo@dph.gov.mp
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Asuncion (Connie) Agulto
Treasurer

Dept. of Finance

P.Box 5234 CHRB Saipan, MP 96950
Phone: +1 670 664 1306

Email: cieagulto@gmail.com

Joaquin Blanco

Budget Analyst

Office of Management and Budget
P.O. Box 5234 CHRB Saipan MP 96950
Phone: +1 670 664 2270

Email: akinblanco@yahoo.com

FEDERATED STATES OF MICRONESIA

Kensley lkosia

Secretary

Dept. Finance & Admin

P.O. Box PS 158, Palikir, Pohnpei FM 96941
Phone: +691 320 2640

Email: fsmsofa@mail.fm

Juliet L. Jimmy

Asst. Secretary-National Treasury

Dept. of Finance & Admin

PO Box 2387, Kolonia, Pohnpei FM 96941
Phone: +691 320 2640

Email: jjimmyfsmfinance@hotmail.com

Jack Yakana

Budget Officer

FSM Congress

P. O. Box PS3, Palikir, Pohnpei FM 96941
Phone: +691 320 2324

Email: jeyakana691@gmail.com
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GUAM

Michael Cabral

General Accounting Supervisor
Department of Administration and Finance
P.O. Box 884, Hagatna, Gu

Phone: +1 671475 1144

Email: michael.cabral@doa.guam.gov

Benita Manglona

Director

Department of Administration and Finance
P.O. Box 884, Hagatna, Gu

Phone: +1 671475 1234

Email: benita.manglona@doa.guam.gov

Tom Paulino

General Accounting Supervisor

Dept. of Administration

P.O. Box 884, Hagatna, Guam 96915
Phone: +1 671475 1226

Email: thomas.paulino@doa.guam.gov

REPUBLIC OF THE MARSHALL ISLANDS

Clarence Samuel

Asst. Secretary

Accounting & Admin.

P.O. Box D, Majuro, MH 96960
Phone: +692 625 8311

Email: csamuel@rmimof.com
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REPUBLIC OF PALAU

Caryn Koshiba

System Accountant

Ministry of Finance

P.O. Box 6051 Koror, PW 96940
Phone: +680 767 2501

Email: carynk@palaugov.org

Elbuchel Sadang

Minister of Finance/Chief of Staff
Ministry of Finance

P.O. Box 6051 Koror, PW 96940
Phone: +680 767 2501

Email: esadang@gmail.com

Ruth Wong

Controller

Ministry of Finance

P.O. Box 6051 Koror, PW 96940
Phone: +680 767 2501

Email: rswong56@gmail.com

UNITED STATES VIRGIN ISLANDS

Muriel Fenton

Director of Accounting

Dept of Finance

P. O. Box 9495, St. Thomas, USVI 00801
Phone: +1 340 244 3700

Email: mfenton@dof.gov.vi
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Deborah Gottlieb

Budget Director

Office of Management and Budget

5041 Norre Gade, Emancipation Garden Station, 2nd Floor, St. Thomas, VI 00803
Phone: +1 340774 0750

Email: debra.gottlieb@omb.vi.gov

US FEDERAL REGION IX REPRESENTATIVES

Yazmin Escorcia

Accountant

US-DOL Employment & Training Adm.

90 7th Street, Suite 17300, San Francisco, CA 94103
Phone: +1 415 625 7978

Email: escorcia.yazmin@dol.gov

Nidhi Jain

Reg. Med. Consultant

US PHS - Region IX

90 7th Street, 8th Floor, San Francisco, CA 94103
Phone: +1 415437 8611

Email: Nidhi.Jain@hrsa.hhs.gov

Emerick Konno

Section Chief

USDA-FNS-Grants Mgmt Section

90 7th Street, Suite 10-100, San Francisco, CA 94103
Phone: +1 415 645 1916

Email: emerick.konno@fns.usda.gov

Phil Maestri

Director

US-DOE Risk Management Service

400 Maryland Ave., SW, Washington, DC 20202
Phone: +1 202 245 8278

Email: phil.maestri@ed.gov
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John McCarroll

Manager

US-EPA - Pacific Islands Office

75 Hawthorne Street, CED-6, San Francisco, CA 94105
Phone: +1 415972 3774

Email: mccarroll.john@epa.gov

Bonnie Preston

Outreach & Policy Spec.

US-DHHS - Region IX

90 7th Street, Suite 5-100, San Francisco, CA 94103
Phone: +1 415 437 8503

Email: Bonnie.Preston@hhs.gov

Donna Robertson

Accountant

US-DOL Occupational Safety & Health Adm.

90 7th Street, Suite 18100, San Francisco, CA 94103
Phone: +1 415 625 2532

Email: robertson.donna@dol.gov

Michelle Weaver

Grant Ser. Branch Chief

US-DHS-FEMA- Grants Mgmt. Div. - Region IX
1111 Broadway, Suite 1200, Oakland, CA 94607
Phone: +1 510627 7021

Email: michelle.weaver@fema.dhs.gov

Marina Tinitali

Senior Policy Specialist

United States Department of the Interior, Office of Insular Affairs
1849 C Street, N.W., Washington, DC 20240

Phone: +1 202 208 5920

Email: marina_tinitali@ios.doi.gov
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GRADUATE SCHOOL USA STAFF & RESOURCE CONSULTANTS

Jack Maykoski

Vice President

Graduate School USA

600 Maryland Avenue, S.W., Washington, DC 20024-2520
Phone: +1 202 314 3510

Email: john.maykoski@graduateschool.edu

Stephen Latimer

Program Manager

Graduate School USA

900 Fort Street Mall, Suite 1540, Honolulu, HI 96813
Phone: +1 808 523 1650

Email: stephen.latimer@graduateschool.edu

Jason Aubuchon

Program Manager

Graduate School

900 Fort Street Mall, Suite 1540, Honolulu, HI 96813
Phone: +1 808 523 1650

Email: jason.aubuchon@graduateschool.edu

Deborah Milks

Consultant

Graduate School USA

900 Fort Street Mall, Suite 1540, Honolulu, HI 96813
Phone: +1 808 523 1650

Email: milksdeb@aol.com

Frank Crawford

Consultant

Graduate School USA

900 Fort Street Mall, Suite 1540, Honolulu, HI 96813
Phone: +1 808 523 1650

Email: frank@crawfordcpas.com
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Jeanne Yamamura

Consultant

Graduate School USA

900 Fort Street Mall, Suite 1540, Honolulu, HI 96813
Phone: +1 808 523 1650

Email: jeanne.yamamura@yahoo.com

Lalo Perez

Chief Financial Officer

City of Palo Alto, California

250 Hamilton Avenue, Palo Alto, CA 94301
Phone: +1 650 329 2692

Email: Lalo.Perez@cityofpaloalto.org

Joe Saccio

Assistant Director, Administrative Services
City of Palo Alto, California

250 Hamilton Avenue, Palo Alto, CA 94301
Phone: +1 650 329 2692

Email: Joe.Saccio@cityofpaloalto.org
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