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ISLAND GOVERNMENT FINANCE OFFICERS’ ASSOCIATION (IGFOA)
Annual Meeting
Wailea Beach Marriott
Maui, Hawaii
December 6-8, 2011

EXECUTIVE SUMMARY

The Island Government Finance Officers’ Association (IGFOA) has met at least annually every year
since 1999 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 improving accounting and financial practices in
the governments. The current conference addressed the single audits and how to improve
management of the audits, new auditing standard GASB-54, and developing and using performance
measures to monitor and improve financial office performance.

The IGFOA Executive Committee built the agenda for the conference based on input solicited from
IGFOA members, feedback from previous conferences, and current issues facing government
accounting. The goals of the December 2011 IGFOA conference were to:

e Review progress made in implementing GASB 54 (Fund Balance Reporting) and discuss
follow-up worked needed,

e Exchange information on the latest Performeter analysis,

e Present and discuss best practices in Finance Office performance improvement and single
audit,

e Provide training to IGFOA members on fraud prevention, risk/vulnerability assessment, and
internal controls,

e Update the performance measurement action plans for finance office operations, and

e Build government specific plans to implement GASB 54, enhance performance measures and
process improvement, and initiate fraud prevention/risk assessment/internal control
practices.

Jack Ading, the Minister of Finance for the Republic of the Marshall Islands, welcomed participants
to Maui and the conference. Minister Ading thanked the Department of the Interior and the
Graduate School, USA, for their support for IGFOA, capacity building, and institutional
strengthening. He mentioned the progress that has been made through the support provided by
DOl and the Graduate School, USA, and especially through PITI-VITI training. Minister Ading lauded
the six governments that received unqualified opinions this past year, a result unimaginable just a
few years ago. Despite all of the progress, he emphasized that much work remains to be done. He



Island Government Finance Officers’ Association (IGFOA)

stressed the governments cannot afford to become complacent; they must be prudent in managing
their finances and finance office operations. The ultimate responsibility for moving forward resides
with the governments, but OIA and PITI/VITI offer the support and programs needed for the
governments to be successful. With continued efforts, the islands can provide transparent
government, be free of fraud, and implement effective financial management.

Nikolao Pula, Director of the Department of Interior’s Office of Insular Affairs, welcomed the
participants to the conference and thanked them for the time and effort they devoted to attending
the session. Mr. Pula noted that IGFOA has been a part of OIA’s programs for several years and has
been considered ones of its most well-regarded and effective activities. Looking back at all that has
happened in the islands over the last ten years, IGFOA has been one of the highlights, especially in
terms of creating a forum in which professionals can share ideas and engage in discussion. Mr. Pula
expressed gratitude to the Graduate School for its work, and for the experts they bring to the table.

Mr. Pula discussed the frustrations, and the joys, of working with the island governments. He
challenged the governments to renewed efforts in improving their financial situations. For the
finance office executives, he asked them to consider what roles they play in the overall governance
of their islands. Do they have an impact on the financial decisions made by the legislatures and
chief executives? Are they able to affect the financial health of their governments? How do they
influence the debate on governmental finances? IGFOA represents the leaders of the governments
and should be providing guidance to leadership decisions in the governments. Are they making
informed decisions, or does nobody really care? Are they providing financial information to their
governments, presidents, leaders?

Mr. Pula recalled that several years ago he challenged IGFOA to provide timely and reliable audits.
Minister Ading cited a concern that some of the governments are slipping on progress made in their
single audits. This back-sliding is a major concern to OIA. He stressed IGFOA is not just another
conference; it is an opportunity to make something worthwhile.

Kalbert K. Young, Director of the Department of Budget and Finance, State of Hawaii, gave the
conference’s keynote address. Mr. Young served as the budget director for Maui County before he
was appointed to his new position at the state. He opened his remarks by emphasizing the
importance of completing audits on time. Hawaii just completed its 2009 audit, twenty months
late. He stressed that timely audits are critical to the financial health and credibility of the
government and commended the island governments for their progress on this issue.

Mr. Young affirmed economic times are extremely difficult now and have been for the last five
years. Although economic cycles typically run in five year cycles, it is not yet clear whether this
downturn has ended. As the economy has struggled, the revenues accruing to federal, state, and
local governments have decreased dramatically. Since revenues follow from economic activity, the
revenue drops have been a year or so behind the economic decline and it is possible revenue will
continue to be low.

The State of Hawaii has tried to address the revenue reductions through both fiscal and financial
policies. Mr. Young defined fiscal policy as more short-term budgetary actions, while financial
policies are longer term, more strategic actions. He stressed that the economic problems did not
occur over night and will not be solved quickly. It will take many years of concerted effort to
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eventuate the changes needed to have a more sustainable government. Despite the difficulties,
however, governments must do something to address the budgetary shortfalls.

He noted the Hawaii state work force is 20% less now than in 2008. The government re-structuring
and reduction in force did not save Hawaii any money in the short term and may have actually cost
it more, but benefits do accrue over a longer period if the positions eliminated are not filled later.
In most governments, personnel and benefits are the greatest expense. Reductions in force do not
save money, but reductions in benefits do save money and the savings increase over time. Focus
on reducing employee benefits to reduce budget needs. Similarly, across the board cuts to all
departments and agencies only work for about three years, then targeted cuts must be made to
ensure vital services are maintained and only the least essential services are reduced.

The State of Hawaii has adopted a multi-pronged approach to balancing its budget. One of the
most important steps was to create a Chief Financial Officer (CFO) position to coordinate and
manage all aspects of the government’s finances—revenue estimation and collection, budget
preparation and execution, and accounting/financial management.

Mr. Young closed by encouraging the governments to take a strategic approach to deficit reduction
and fiscal balancing. It has taken a long time to create the problem and it will take a long time to
solve it. Focus on the large expenditures, long term actions the government can take to reduce
expenditures rather than just the short term quick hits. Often decisions focused on the short term
have unintended and unpleasant consequences in the long term.

Prior to the conference, each government was asked to prepare a brief presentation on its
government’s progress on the IGFOA sponsored financial improvement activities. Each government
prepared a brief presentation on the status of its single audit, GASB-54 implementation, use of
finance office performance measure, and budget process. Eight of the eleven governments are
current with their single audits. Most of the governments have started implementing GASB 54 and
several have completed classifying their funds. All of the governments are using performance
measures to some extent. The budget processes followed by the governments are summarized in
Table 1 in the main body of the Conference Report.

Frank Crawford briefly covered the new accounting standards working through the GASB approval
process. The standard having the most significant impact on the governments is the one addressing
Pension Accounting and Financial Reporting by Employers. This standard requires governments to
include pensions and other post-employment benefits on their financial statements rather than in
the notes. As an example, Mr. Crawford mentioned if Guam owed its retirees $500 million, the
current standards would not require this financial obligation to be included on the financial
statement. The new standard would add a $500 million obligation to the books.

Mr. Crawford also made a presentation on GASB 54 and its impact on the governments’ financial
reporting. Defined in its simplest terms, fund balance is unspent revenue in a fund. GASB 54
becomes effective this fiscal year (FY2011) for all of the insular governments. GASB 54 changes the
fund balance classifications from reserved and unreserved to:

e Non-spendable
e Restricted
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e Committed
e Assigned
e Unassigned

He discussed with the IGFOA members what they needed to do to implement GASB 54 and
reviewed where each government was in the implementation process. During the planning process
at the end of the conference, Mr. Crawford met individually with each government to plan the next
steps in their GASB 54 implementation.

Frank Crawford updated the conference on the FY2010 Performeter scores and A.F.T.E.R. analysis.
He explained the concepts behind the Performeter, how the Performeter measures are computed
and combined, and what the measures mean. The Performeter measures the financial health and
success of a government by using financial ratios from the financial statements. Mr. Crawford
presented the Performeter scores for each insular government and identified each government’s
strengths and weaknesses. For most governments, the fiscal year ending September 30, 2010 was
not a good year financially. For a few, though, it featured a year of recovery from lower scores in
the prior two fiscal years. Although there was no consistent theme for the governments, there was
some good news for the governments:

e Most governments, even when considering component units, were receiving unqualified
(clean) opinions on their financial statements.

e A few governments were receiving unqualified opinions on their compliance with federal
program monies (single audit).

e A few governments had no questioned costs, or very little questioned costs.

The A.F.T.E.R. Analysis is an analysis of the status of audit findings, the timeliness of the submission
of the audit, and the resolution of certain audit exceptions. The analysis can be used to track a
government's progress towards eliminating its most significant findings and exceptions, along with
tracking the timeliness of submitting the audits to the Federal Clearinghouse. Mr. Crawford
summarized the A.F.T.E.R. Analysis data for each government and indicated areas of improvements
and places where problems were occurring.

Marion Higa, the Hawaii State Auditor, presented an address titled, “/t’s a Risky Business Out There:
You Have It, They Want It”. In her speech, she talked about the risks involved in managing in the
governmental environment and what managers can do to ameliorate those risks.

Ms. Higa cited several examples of situations in which fraud occurred because risks were not well
managed and there were breakdowns in internal controls. The internal controls not established
were:

e Reconciliations

e Segregation of duties

e Policies and procedures (either non-existent or not followed)
e (Cash management

e Consecutive numbering
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e Signatures (or lack thereof)
e Inventory (or lack thereof).

Some of the causes for these internal control failures the audits identified were:

e Lack of sufficient staff

e Lack of staff training/skills, both pre-service and in-service
e Lack of supervisors/supervision

e Insufficient infrastructure, including electronic support

e Culture of indifference

e Lack of consequences and accountability

e Weak tone at the top

Ms. Higa ended her presentation by emphasizing that all government employees are responsible for
identifying and reducing risk. And for those who are managers, executives, and leaders, they are
also responsible for setting and maintaining the appropriate ‘tone at the top’.

Ms. Milks presented a short status report on the audit improvement project. As of the conference
commencement, three governments had not completed their FY2010 audit. Governments seem to
be having more and more problems with reconciliations. The reconciliation findings include balance
sheet reconciliations of assets and liabilities as well as many issues with the lack of reconciliations
between federal grant reports and the primary accounting system. The number of audit
qualifications shows a dramatic rise in the number of qualifications on the compliance report.

Many of the governments have cash management findings, so Ms. Milks led a discussion on the
types of cash management issues and how to resolve the findings. It was noted that the U. S. Virgin
Islands has a cash management plan but the auditors found exceptions with their lack of following
the plan. The USVI auditors also cited USVI Finance for poor cash management resulting from an
extensive time lapse between the paid out date and when the funds were finally requested from
the U.S. Treasury. The cash management findings in the RMI indicated that they lacked a formal
plan and had not worked to minimize the holding period for federal funds. Despite the slippage in
the timeliness of the audits, the IGFOA members generally continue to improve their audit status.
Total findings and questioned costs are decreasing and, after several years of clean audits, several
of the governments are no longer considered high risk.

A panel composed of IGFOA members presented and discussed best practices for improving
performance on the single audit. Some of the best practices mentioned were:

e Establish milestones, expectations and audit liaison contacts at the opening meeting,
e Make the audit a year-round process rather than a once-a-year event,

e Establish an audit committee,

e Communicate early and often with everyone involved in the audit,

e Conduct quarterly closings,

e Establish cross-functional teams to coordinate audit activities and respond to findings,
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e Tighten coordination and communication with Federal agencies regarding their audit
requirements,

e Start the audit early and make sure all information needed is available timely,

e Do not ignore deadlines,

e Obtain potential findings early so they can be addressed and resolved before the draft report
is issued,

e Gain the support of government Chief Executives and leadership for the audit process,

e |dentify a single point of contact for the audit and audit-related activities, and

e Provide additional documentation to the auditors and ask them to comment on the
additional information prior to issuing the draft report.

Stephen Latimer, Program Manager, and Jason Aubuchon, Project Manager, of the Graduate School
PITI/VITI program gave participants a brief update on its training plan for 2012. The PITI-VITI
training plan supports the mission of DOI-OIA to “assist the US-affiliated islands in developing more
efficient and effective government by providing financial and technical assistance”. PITI-VITI’s
mission is to provide customized, results-oriented professional and organizational development
services that enable insular governments to strengthen financial and program performance and
accountability, achieve fiscal stability, and promote economic growth. To this end, PITI-VITI works
to build trust in insular governments by fostering responsible leadership and financial stewardship
of the highest standard. PITI-VITI’s strategic goals are to:

e Improve leadership and management capacity to effectively perform,

e Improve financial management systems and practices,

e Increase effectiveness and program results,

e Institutionalize regional professional organizations and communities of practice, and

e Improve the capacity and capabilities of the public sector work force in critical positions and
functions.

Some of the activities PITI/VITI conducts to achieve these goals and fulfill its mission are:

e Island Government Finance Officers’ Association

e Executive Leadership Development Program

e Financial Management Improvement Planning

e Association of Pacific Island Public Auditors

e Training and Technical Assistance

e Audit Improvement Project

e Finance and Audit Office Assessments

e The Performeter and A.F.T.E.R. Analysis

e Statistical and Economic Reporting for the Federated States of Micronesia and the Republic
of the Marshall Islands
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Mr. Aubuchon presented an overview of the Executive Leadership Development Program (ELDP).
The ELDP was designed to develop the future leaders of the Pacific island governments. The
program consists of four week-long class sessions over a twelve month period. Between class
sessions the ELDP participants complete projects, do out-of-class assignments, and work on the
developmental activities they identified in their Individual Leadership development Plans. Two
cohorts have been completed and the third cohort will start in 2012, with completion in mid-2013.
The application process for the third cohort will start in early 2012. The application process and
timelines will be available on the PITI/VITI web site.

IGFOA members participated in a panel discussion of best practices in financial management. The
best practices varied widely from government to government, ranging from the way in which a
right-sizing study was implemented to changing the organization’s culture to establishing
professional development sessions for employees.

Debbie Milks facilitated the discussion and made a few general observations about some of the best
practices mentioned by the panelists:

e The USVI examined its processes to see which were value-added and which were not,

e The CNMI established a single point of contact for all vendor inquiries,

e Both the RMI and the FSM stressed getting buy-in and commitment from leadership for
process changes to be successful, and

e ASG demonstrated that better use of technology can help improve processes.

Ms. Milks also emphasized the importance of continuous communication and the need to measure
the results of the process changes. Finally, she mentioned that to institutionalize the process
changes, one needs to document the new procedures in writing, evaluate the results of the
changes, and enforce the changes to make sure staff are using the new process properly.

Marina Tinitali, Accountability and Insular Policy Specialist, Department of Interior/Office of Insular
Affairs, gave an update on events in OIA. OIA congratulated the governments that met the 2010
deadline for clean audits. Eight of the eleven insular governments received clean opinions, many of
them for the second or third time. OIA looks at single audits, but also audits and reviews completed
by the DOI Inspector General, GAO, and other federal agencies. OIA is beginning to track
resolutions on findings, in addition to clean audit opinions. It is concerned about documentation
and wants to formalize resolution remediation through documented processes. OIA has been
working with federal agencies by tracking, through single audits, how issues are resolved.

Tom Bussanich, the Director of the Budget and Grants Management Division, Office of Insular
Affairs, Department of Interior, stated that OIA has continued interest in the plans and performance
measures that will be put together during the conference. OIA recognizes the success the
governments have had with audits, and that work needs to be continued. As Federal funds get
tighter, oversight will increase significantly. This increased scrutiny will increase the importance of
‘trusted’ financials. OIA would like to address finance office performance through letters to the
Chief Executives. OIA will endeavor to put each of the finance offices and their action plans on
record with the chief executives of each jurisdiction.
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Mr. Bussanich then gave an update on the OIA budget. The Federal Budget Process is quite difficult
to predict because, at the moment, no one knows where the US is going with its efforts to address
deficits. OIA is currently operating under a continuing resolution until December 16, 2011. As a
consequence, OIA is not able to provide grant funding except at a drastically reduced rate. OIA’s
budget request is for $474 million, but only $27 million of this figure is discretionary. General
technical assistance funds were reduced by $1.5 million and another $1.7 million was earmarked for
the socio-economic impacts of the military re-location to Guam.

As part of the conference action planning effort, the delegation heads of the IGFOA member
governments selected six performance measures to report on quarterly. These measures were:

e Percentage of the Fixed Asset inventory completed,

e Percentage of bank reconciliations completed on time,

e Number of days to process a requisition,

e Percentage reduction in overdue travel advances,

e Comparison of estimated revenues to actual revenues, and
e Annual monitoring of the average clearance pattern.

The conference participants agreed to send their government action plans for collecting and
reporting these measures to Debbie Milks by December 20. These action plans will be forwarded to
the governments’ chief executives by OIA in mid-January.

Participants rated the conference overall very positively, 4.8 on a 5-point scale and thanked the
Graduate School and OIA for supporting the conference and their continued commitment to
financial improvement in the islands. Participants found all of the conference sessions relevant to
them and their work, but particularly noted the relevance of the two guest speakers, GASB 54
training, the panel discussions on Audit Improvement and Finance Office Performance
improvements, and the planning around performance measurement.
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CONFERENCE REPORT
ISLAND GOVERNMENT FINANCE OFFICERS’ ASSOCIATION (IGFOA)
Annual Meeting
Wailea Beach Marriott
Maui, Hawaii
December 6-8, 2011

BACKGROUND

In 1999 the Department of Interior’s (DOI) Office of Insular Affairs (OlA) and insular government
financial management officials formed 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.

Recent conferences IGFOA has focused on improving accounting and financial practices in the
governments and the implementation of new government accounting standards. The current
conference covered single audits and how to improve management of the audits, implementation
of GASB-54, and developing and using performance measures to monitor and improve financial
office performance. The conference reviewed the governments’ progress with some of the key on-
going initiatives to improve operational performance—the Audit Improvement Project, the
development and application of finance office performance measures, and use of the Performeter.
(See Appendix A for the complete conference agenda). Two of the highlights of the conference
were the keynote address, “Managing a Finance Office in Lean Times”, given by Kalbert K. Young,
Director of the Department of Budget and Finance, State of Hawaii, and the guest presentation, ‘/t’s
a Risky Business Out There’, by Marion Higa, the Hawaii State Auditor.

CONFERENCE GOALS

The IGFOA Executive Committee built the agenda for the conference based on input solicited from
IGFOA members, feedback from the last conference, and current issues facing government
accounting. The goals of the December 2011 IGFOA conference were to:

e Review progress made in implementing GASB 54 (Fund Balance Reporting) and discuss
follow-up worked needed,
e Exchange information on the latest Performeter analysis,
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e Present and discuss best practices in Finance Office performance improvement and single
audit,

e Provide training to IGFOA members on fraud prevention, risk/vulnerability assessment, and
internal controls,

e Update the performance measurement action plans for finance office operations, and

e Build government specific plans to implement GASB 54, enhance performance measures and
process improvement, and initiate fraud prevention/risk assessment/internal control
practices.

The 27 IGFOA participants represented all of the insular areas, including all FSM states. (See
Appendix B for the Participant List.)

WELCOMING REMARKS

Jack Ading, the Minister of Finance for the Republic of the Marshall Islands, welcomed participants
to Maui and the conference. Minister Ading thanked the Department of the Interior and the
Graduate School USA for their support for IGFOA, capacity building, and institutional strengthening.
He commented on the skills challenges facing the island governments, such as shortages of staff
skills in financial management, accounting, and human resource management. He mentioned the
progress that has been made through the support provided by DOI and the Graduate School, USA,
and especially through PITI-VITI training. Minister Ading lauded the six governments that received
unqualified opinions this past year, a result unimaginable just a few years ago. Despite all of the
progress, he emphasized that much work remains to be done. He stressed the governments cannot
afford to become complacent; they must be prudent in managing their finances and finance office
operations. PITI/VITI programs like the Audit Improvement Program, the Executive Leadership
Development Program (ELDP), Finance Office Assessments, and customized training all provide
support to the governments to help maintain their positive momentum. The ultimate responsibility
for moving forward resides with the governments, but OIA and PITI/VITI offer the support and
programs needed for the governments to be successful. With continued efforts, the islands can
provide transparent government, be free of fraud, and implement effective financial management.

Nikolao Pula, Director of the Department of Interior’s Office of Insular Affairs, welcomed the
participants to the conference and thanked them for the time and effort they devoted to attending
the session. Mr. Pula noted that IGFOA has been a part of OIA’s programs for several years and has
been considered ones of its most well-regarded and effective activities. Looking back at all that has
happened in the islands over the last ten years, IGFOA has been one of the highlights, especially in
terms of creating a forum in which professionals can share ideas and engage in discussion. Mr. Pula
expressed gratitude to the Graduate School for their work, and for the experts they bring to the
table.

Mr. Pula discussed the frustrations, and the joys, of working with the island governments. He
challenged the governments to renewed efforts in improving their financial situations. For the
finance office executives, he asked them to consider what roles they play in the overall governance
of their islands. Do they have an impact on the financial decisions made by the legislatures and
chief executives? Are they able to affect the financial health of their governments? How do they
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influence the debate on governmental finances? IGFOA represents the leaders of the governments
and should be providing guidance to leadership decisions in the governments. Are they making
informed decisions, or does nobody really care? Are they providing financial information to their
governments, presidents, leaders?

Mr. Pula recalled that several years ago he challenged IGFOA to provide timely and reliable audits.
Minister Ading cited a concern that some of the governments are slipping on progress made in their
single audits. This back-sliding is a major concern to OIA, also. Mr. Pula challenged the participants
to take home part of what they learned at the conference to their home islands. He said these are
tough times, but he has faith and believes IGFOA and its membership will rise to the challenge. It is
the job of all the participants to respond to the political pressures and provide concrete financial
information...to be a voice in the wilderness. IGFOA is not just another conference; it is an
opportunity to make something worthwhile.

“MANAGING A FISCAL AND FINANCIAL STRATEGY IN LEAN TIMES”
KEYNOTE ADDDRESS FROM KALBERT YOUNG, HAWAII FINANCE DIRECTOR

Kalbert K. Young, Director of the Department of Budget and Finance, State of Hawaii, gave the
conference’s keynote address. Mr. Young served as the budget director for Maui County before he
was appointed to his new position at the state. He opened his remarks by emphasizing the
importance of completing audits on time. Hawaii just completed its 2009 audit, twenty months
late. He stressed that timely audits are critical to the financial health and credibility of the
government and commended the island governments for their progress on this issue.

Mr. Young affirmed economic times are extremely difficult now and have been for the last five
years. Although economic cycles typically run in five year cycles, it is not yet clear whether this
downturn has ended. As the economy has struggled, the revenues accruing to federal, state, and
local governments have decreased dramatically. Since revenues follow from economic activity, the
revenue drops have been a year or so behind the economic decline and it is possible revenue will
continue to be low.

The State of Hawaii has tried to address the revenue reductions through both fiscal and financial
policies. Mr. Young defined fiscal policy as more short-term budgetary actions, while financial
policies are longer term, more strategic actions. He reported some examples of Hawaii’s fiscal and
financial issues were:

Fiscal

e States vs. municipalities vs. US Fed
e Declining revenues

e Rising operational costs

e Annual debt service

e Unfunded mandates

e Previous FY reductions
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e Minimum program stability

Financial

e Unfunded liabilities

e Debt service profile

e Infrastructure development

e Collective bargaining

e Restructuring government operations
e Program expansions

Director Young noted the economic downturn has been exacerbated recently by the end of
stimulus funds. Hawaii has been trying to determine how to replace those funds or further
downsize to the lower revenue. Mr. Young stressed that the economic problems did not occur over
night and will not be solved quickly. It will take many years of concerted effort to eventuate the
changes needed to have a more sustainable government. Despite the difficulties, however,
governments must do something to address the budgetary shortfalls.

He noted the Hawaii state work force is 20% less now than in 2008. The government re-structuring
and reduction in force did not save Hawaii any money in the short term and may have actually cost
it more, but benefits do accrue over a longer period if the positions eliminated are not filled later.
In most governments, personnel and benefits are the greatest expense. Reductions in force do not
save money, but reductions in benefits do save money and the savings increase over time. Focus
on reducing employee benefits to reduce budget needs. Similarly, across the board cuts to all
departments and agencies only work for about three years, then targeted cuts must be made to
ensure vital services are maintained and only the least essential services are reduced.

The State of Hawaii has adopted a multi-pronged approach to balancing its budget. One of the
most important steps was to create a Chief Financial Officer (CFO) position to coordinate and
manage all aspects of the government’s finances—revenue estimation and collection, budget
preparation and execution, and accounting/financial management. The strategy also included:

e Balanced approach: Expenditures vs. revenue enhancements
¢ No new taxes: Adjust fee-for-services level
e Operational restructuring
e Financial restructuring: Method of funding
Self-sufficiency in Special Funds

Mr. Young noted that the approach being used by Hawaii has both strengths and weaknesses. The
strengths were:

e Strong executive branch authority in budget execution
e Council on Revenues
e Conservative debt issuance authority
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The weaknesses were:

Poor unfunded liability ratios in pension and OPEB

Volatile economy

Depleted reserves

Geographic-impact on economy

Mr. Young closed by encouraging the governments to take a strategic approach to deficit reduction
and fiscal balancing. It has taken a long time to create the problem and it will take a long time to
solve it. Focus on the large expenditure, long term actions the government can take to reduce
expenditures rather than just the short term quick hits. Often decisions focused on the short term
have unintended and unpleasant consequences in the long term. (See Appendix C for the slides Mr.
Young used in his address.)

GOVERNMENT UPDATES: STATUS OF SINGLE AUDIT, GASB-54
IMPLEMENTATION, FINANCE OFFICE PERFORMANCE MEASURES,
AND THE BUDGET PROCESS

Prior to the conference, each government was asked to prepare a brief presentation on its
government’s progress on the IGFOA sponsored financial improvement activities. Each government
prepared a brief presentation on the status of its single audit, GASB-54 implementation, use of
finance office performance measure, and budget process. (See Appendices D through K-3 for the
slide presentations made by the governments).

CNMI

Larissa Larson and Vicki Villagomez presented the CNMI status update. The CNMI audit is behind
for FY2010. It is expected to be completed within a week and definitely by the end of December.
The draft Single Audit has 52 findings and $5.1 million in questioned costs. The late audit is due to
the significant loss of experienced employees who were responsible for reconciliations. They are
getting a handle on the timeliness issue and “hopefully” will be on time for FY 2011.

The performance measures that CNMI selected address the issue of timeliness:

e Bank Reconciliations
@ CNMI has 49 bank accounts and all but 3 are up to date.
e Processing accounts payables
¢ The timeliness of vendor payments is targeted to improve from over a year to a
benchmark of 30 days.

(See Appendix D for the slides from the CNMI Status Update and Table 1 below for a summary of
the CNMI budget process.)

Chuuk
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Kathy Sound gave an update on Chuuk. The FY11 trial balance has been submitted to the auditor
and selection samples have been received. The Auditors are coming next week to begin field work.
Chuuk has identified 3 restricted revenue sources to begin their GASB 54 conversion.

Chuuk State finance selected two major performance measures to report:

e Travel advances
& The target is to reduce travel advances by 50% by the end of December. The finance
office began pursuing collections by first developing the list of outstanding travel
vouchers and notifying the travelers. Those who continue in arrears are transferred to
Accounts Receivable. They believe that they will achieve their target.
e Employee training
& The target was to train half of the employees in finance and to concentrate the training
in the areas of weakness identified by audit findings and division problem areas.

Chuuk is working on other measures that have been addressed as issues in their audits. (See
Appendix E for the slides from the Chuuk Status Update and Table 1 below for a summary of the
Chuuk budget process.)

Guam

Kathy Kakigi and Benita Manglona presented the status update for the Government of Guam. The
audit is on schedule and the GASB 54 preparation work is completed and awaiting review by the
auditors.

Guam selected the following performance measures to report:

e Travel advances

& Guam put controls in place to ensure that travel vouchers are filed in a timely manner.

& The Budget office can access the on-line outstanding travel file. They check the file to
ensure that a traveler has no outstanding advances before signing a new travel
authorization.

@ The Payroll division has a flag on the employee’s pay check. If the employee has an
outstanding advance, they hold the paycheck for the employee to pick up and discuss a
plan to clear the advance.

& The Federal Grants division cannot close a federal grant until all the outstanding travel
advances have been cleared.

@ The performance measure of total (processed) vouchers vs. cleared vouchers indicates
an increased rate of clearing vouchers.

e Grant Closing

¢ The Grants division has a checklist of items which must be completed before a final
report can be filed on a Federal Grant. The Department of Administration is tracking the
number of days after the grant end date that it takes to close the checklist items. The
grants division has shown a marked improvement in timeliness from FY2009 to FY2010.
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(See Appendix F for the slides from the Guam Status Update and Table 1 below for a summary of
the Guam budget process.)

Pohnpei

Renedgardo Merencillo provided an update on the initiatives in Pohnpei State Government.
Pohnpei State has had an impressive and continuing improvement in their audit results. As a
consequence, Pohnpei is now a low-risk grantee.

Pohnpei State selected three performance measures to report. The finance office developed a
performance measure plan that included the target, the reporting frequency and an indication of
why the measure is important.

e Bank Reconciliations
& The goal is to complete the bank reconciliations within 30 days after the receipt of the
bank statement. The measure indicated there is an overall trend towards the goal.
e Travel advances
& The goal is to reduce the amount of outstanding advances by 25% during FY12. Currently
the measure shows the outstanding travel balance more than doubling from FY07 to
FY11.
e Employee training
& The goalis to provide 4 hours per month for line supervisors during FY12.

(See Appendix G for the slides from the Pohnpei Status Update and Table 1 below for a summary of
the Pohnpei budget process.)

U. S. Virgin Islands

Valdamier Collens presented the USVI’s plan of action to achieve timeliness with their financial
statements. The issue is that they have completed a fiscal year audit every year, but that they are a
year behind and must accelerate the audit process. The plan lays out the schedule for their
consultants and the audit firm to ensure they have the resources available to complete their tasks
within the given time frame. The goal is to be caught up and timely for the FY2013 audit.

The GASB54 analysis prepared by the Virgin Islands is almost complete for their over 300 funds.
The format and layout of the spreadsheet design by the USVI has been used by other island
governments as a GASB54 template

The USVI Finance reported on the two requested performance measures, travel advances and staff
training:

e Travel advances. The analysis shows that travel advances and travel vouchers make up for a
very small percentage of the total volume and dollar value of invoicing transactions. Their
analysis also showed that the Department of Finance was able to process travel advances
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within an acceptable average of 4 days, but that the travel advance process internal to the
Departments took an average of 36 days.

e Employee training—the VI Finance target is to train employees responsible for ERP functions
8 hours each quarter. On average the divisions were able to ensure 50% of their employees
received training.

(See Appendix H for the slides from the USVI Status Update and Table 1 below for a summary of the
USVI budget process.)

FSM National Government

Juliet Jimmy updated the status of the financial initiatives for the FSM National Government. The
FSM National Government is proceeding with their FY2011 audit on schedule. They have not yet
begun their GASB54 analysis.

FSM National Finance reported on three performance measures:

e Travel advances--FSM compared the number of advances given to the number of vouchers
filed by year. Using this analysis they are able to track if they are keeping down the number
of open vouchers. The analysis for FY09 to FY12 indicates that they have 500-1000 open
vouchers each year. However, the numbers trend downward in the last two years.

e Training--FSM National has tracked the number of employees who have received training in
the last year. They have noted that there are barriers to training including the fact that they
are understaffed and are unable to release staff to be trained.

e Document control--The finance office has implemented a system to track documents from
the point when they are initially logged in to when they are complete. They tracked 64% of
the documents and found that those which can be controlled within the finance office are
completed within 30 days or less. Those which are routed though other departments take
considerably longer.

(See Appendix | for the slides from the FSM National Government Status Update and Table 1 below
for a summary of the FSM National Government budget process.)

American Samoa

Matt Grady presented the status update for the American Samoa Government (ASG). The FY2011
audit is in progress. A new auditing firm was hired this fiscal year and they have presented Treasury
with their transaction listings. The new Comptroller provided a linkdin site which can be used to
search out possible audit firms.

ASG has completed a spreadsheet of their funds and the correct classifications under GASB 54.
They have asked for assistance to have someone review their product and assist with the
classification of fund balances.
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The American Samoa Treasury office selected two measures to track their progress on the revision
of the payables process:

e Number of days to pay an invoice. The 7 month average is 51% paid within the 30 day
target.

e Quick purchase orders vs. standard purchase orders. QPOs make up 55% of the number of
purchase orders but only 8% of the dollar value. ASG does not have a specific target for the
mix of PO vs. QPO, but wants to ensure that the correct purchasing process is followed.

(See Appendix J for the slides from the ASG Status Update and Table 1 below for a summary of the
ASG budget process.)

Republic of the Marshall Islands (RMI)

Alfred Alfred, Jr. and Kayo Yamaguchi-Kotton presented the RMI’s update. The Republic of the
Marshall Islands has made some progress on the GASB-54 conversion. They have identified a few
restricted funds and the legal instruments that established the funds. They next need to move
forward to start classifying revenues.

FY10 audit is completed, unqualified and timely. There were 12 findings and total questioned costs
of $2.2 million. FY11 has begun as scheduled.

The Revenue & Tax division is responsible for revenue projections, using a simple model. At present
they are looking at different models introduced by donor partners, including an elasticity model
recommended by the International Monetary Fund (IMF). They are also looking at a projection
model being used by the Cook Islands. ADB is assisting with this, and they feel this will be useful to
the RMI.

RMI prepared three performance measures.

e Employee training--The target is 40 hours per year per staff. (82 staff within MOF) They
haven’t met the target but have recorded 1200 hours, or 2.7 hours per staff. This is only off-
island, international training. If on-island training is included, they would hit the target.

e Travel advances--RMI aged the TAs at 30 days, 60 days, and 90+ days. The target was to
decrease the AR reported over the 90 days by 20%. In FY11 they had to control general fund
expenditures so there were fewer advances. The policy is to close out within 10 days or they
begin paycheck deductions. However, paycheck allotments are significant. In Q1 FY12, they
feel this is under control. They have an 11% improvement in the outstanding advances over
90 days old.
¢ Government travelers must sign off on forms acknowledging their responsibility to close

out travel advances (TAs). If technical officers sign off on behalf of the official traveler,
the deduction comes out of technical officer’s check, not the traveler’s. RMI has revised
the TA policy which is already finalized and working towards high-level approval.
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e Procurement--Average time for a purchase requisition to go through system was 6 weeks.
Travel authorizations are processed on average of 2 weeks. The target is three days, but it is
difficult to achieve as they are currently using a paper process rather than an e-requisition
online process. As of yet they have not met this target. The Lean Government process
working group will be making recommendations as to how they will clean up the requisition
process.

Republic of Palau

Marino Rechesengel provided the status update for Palau. The FY10 Single Audit should be done by
end of this week. They are “hopeful” that the FY11 audit will be completed on time.

ROP Finance selected several performance measures:

e Travel advances--ROP has a freeze on local accounts so can only travel on federal programs
or other accounts. For travel, you have 30 days to file a voucher or you will have payroll
deduction. They are able to garnish the entire amount or $50 a pay period. The advance
must be paid back within the fiscal year.

e Invoice processing--ROP has a 30 day policy to pay invoices but due to cash flow issues it has
slipped to 45-90 days. It takes 1 to 2 weeks to process an invoice depending on
documentation

e Reconciliations--Bank accounts and accounts receivable vouchers are reconciled daily.

e Employee training--This year ROP finance has not scheduled any training but the Department
of Personnel is in charge of trainings. In house training is accomplished by rotating
employees.

Yap

Maria Laaw and Pius Talimeisei presented the Yap status update. The FY10 audit is complete and
the total questioned cost is reduced down to $150,000. Questioned costs are an item that Yap has
reduced, attributable to a coordinated effort with FSM National Government which they hope to
maintain in the future. In FYOS8 Yap State had $2M in questioned costs, which was reduced to
$376,000, and is now down to $150,000. For the FY11 audit, they are in dialogue with the auditor
and promised the final trial balance by the end of January.

Yap has not started on GASB-54, although they are hoping this will be a good time to get the
needed guidance. Finance now has a staff member who has started gathering information and
hope that with minimal assistance it can be completed.

Performance Measurements: Yap has not tracked performance measures with the priority being
the audit findings. They are now taking completed audits and are prioritizing clearing the repeat
findings. Bank reconciliations were a repeated audit finding in FY10. Bank reconciliations are
completed through November, although they are not up to date with adjustments in the system.
Finance is now trying to address advances and reconciling ledgers quarterly. They are now working
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to establish manuals for each of these areas so that there have written guidelines if there’s a
change in staffing.

Kosrae

Shiro Sigrah gave an update on the status of Kosrae’s programs. Kosrae completed their FY10 audit
on time and continue to maintain their clean status with no qualifications or questioned costs. The
FY11 audit is proceeding on time.

Kosrae finance has substantially completed all the GASB54 classifications and request that someone
review their work before it is finalized.

Kosrae reported on 5 performance measures as follows:

e Transaction processing --including monthly bank reconciliations and quarterly receivable
reconciliations. The reconciliations have been completed within the target number of days,
despite the fact that they do not have a functioning bank reconciliation system.

e Reporting—their target is the number of departments which receive their month end reports
within 5 days. On average, about half of the departments are within 5 days and most of the
remaining receive their reports within 10 days.

e Staff training—Kosrae Administration and Finance has supported staff with extensive training
in an off island degree program and ELDP. Other staff is given CPE with regional or on-island
training programs.

e Human Resources—The target was to ensure each staff received a performance appraisal
each year. The actual results are 28% over the last year.

e Process Documentation—The process to gather information and formalize finance
procedures is still underway.

(See Appendices K-1 through K-3 for the slides from the Kosrae Status Update and Table 1 below for
a summary of the Kosrae budget process.)
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REVENUE ESTIMATION TABLE

Balance Dept which . .
Government Budget estimates Reporting Ability to adjust budget to
. actual revenues
Required? revenue
Monthly
consolidated If there is a >3% change in any
report on ] X
month, the Director of Finance
Guam Yes revenues, .
; must set up a fiscal
expenditures sent stabilization plan
to Governor & P
Legislature
Virgin Islands  Yes
Budget office Treasury reports _
. ) ) actuals on a Governor can adjust the
American without input L :
Yes monthly basis with  budget if revenues have a
Samoa from Revenue
& Tax data from shortfall
Revenue & Tax
Secretary of Finance reports on  Governor must the budget if
Finance >t/)ased a quarterly basis revenues have a 3% or
CNMI Yes and sends to the >$200,000 shortfall with a
upon 3 yrs of X
Governor and proportional across the board
revenue data S . .
Legislative officers  cut or seize allotments
Republic of Planning & Finance prepares
Yes o
Palau Statistics actual reports
Divn Revenue
. & Tax,
Republic of consultation
the Marshall Yes e .
with fisheries
Islands
and other
departments
Finance tracks
actuals through
Federated the year but is .
States of . required to .Sme't President recommends to
. . Yes Finance/SBOC to the President .
Micronesia-- d K congress to adjust budget
National and Speaker 10

days prior to all
congressional
sessions
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Office Finance tracks
Yap State Yes Planning & actuals through Governor can adjust budget
Budget the year
Chief of Budget
Budget Office Ecr)?ﬁaerl?i?]a;iﬁ?aﬁs Governor thru Legislature can
Chuuk State Yes and Tax & paring adjust budget if revenue has a
and estimates and
Revenue shortfall
send to Governor
and Legislature
Treasury reports to There are provisions in the law
Governor and . .
. . if revenues are falling short,
Pohnpei State  Yes Finance Speaker as : )
. but this hasn’t been necessary
needed if actuals
for past several years.
are low
Weekly revenue,
Kosrae State  Yes B_udget & expenditure and Governor can adjust budget
Finance bank balance to
the Governor & Lt.
Independent
Council on
Revenues. Director of Budget and
State of Yes Non- Finance is legally required to
Hawaii governmental adjust the budget by delaying
economists or suspending appropriations

and industry
professionals

GOVERNMENT ACCOUNTING STANDARDS UPDATES

Frank Crawford briefly covered the new accounting standards working through the approval
process. The standard having the most significant impact on the governments is the one addressing
Pension Accounting and Financial Reporting by Employers. This standard requires governments to
include pensions and other post-employment benefits on their financial statements rather than in
the notes. As an example, Mr. Crawford mentioned if Guam owed its retirees $500 million, the
current standards would not require this financial obligation to be included on the financial
statement. The new standard would add a $500 million obligation to the books. The standard will
cause the Performeter scores for the governments to drop unless they are adjusted in some way to
compensate for the change in accounting practices.

(See Appendix L for the Slides from the Government Accounting Standards Updates presentation.)

GASB 54 REPORTING REQUIREMENTS

Frank Crawford made a presentation on GASB 54 and its impact on the governments’ financial
reporting. Defined in its simplest terms, fund balance is unspent revenue in a fund. GASB 54
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becomes effective this fiscal year (FY2011) for all of the insular governments. GASB 54 changes the
fund balance classifications from reserved and unreserved to:

e Non-spendable
e Restricted

e Committed

e Assigned

e Unassigned

Non-spendable fund balances are:

e Not in spendable form, such as

¢ Inventory

@ Long-term receivables (unless the proceeds are restricted, committed, or assigned)
e Legally or contractually required to be maintained intact

¢ Corpus of a permanent fund

Restricted fund balances have:

e Same definition as for net assets in Statement 34 (as amended by Statement 46) —amounts
constrained to being used for a specific purpose by
& External parties
& Constitutional provisions
@ Enabling legislation (must identify new revenue stream)

Committed fund balances are ‘kind of sort of restricted, but not really’. They are defined by:

e Constraints in use imposed by the government itself, using its highest level, or form, of
decision making authority, typically legislation (but does not identify new revenue stream)

e Constraints that can be removed or changed only by taking the same action (typically
legislation)

e Action to constrain resources should occur prior to end of fiscal year, though the exact
amount may be determined subsequently

Assigned fund balances are:

e Amounts intended to be used for specific purposes
e Intent is expressed by
@ The governing body
¢ A body (budget or finance committee) or official authorized by the governing body
e Residual amounts in governmental funds other than the general fund are assigned
e Appropriation of existing fund balance
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Unassigned fund balances are:

e Available for any purpose
e Reported only in the general fund, except in cases of negative fund balance
¢ Negative balances in other governmental funds are reported as unassigned

Mr. Crawford mentioned some of the things learned thus far about implementing the standard—

e There are significant difficulties in identifying constraints. One often has to review all
legislation to identify constraints and the nature of the constraints.

e Most constraints are in Special Revenue Funds, not the General Fund.

e The governments have far too many funds. They need to use the process of implementing
GASB 54 to close old and/or unused funds and clean up their other funds.

e Lots of funds change classification during this process (e.g., a Special Revenue Fund may
change to a Capital Projects Fund.)

Mr. Crawford listed the tasks the governments need to do to prepare for implementing GASB 54-

e Analyze funds to determine if they remain funds.

e Analyze fund structures/constraints and apply the GASB 54 definitions to classify the funds.

e Get access to and collect legislation related to revenue and constraints on the use of
revenue.

e Write policies on spending flow/spending prioritization and authority to assign.

Valdamier Collens, the Assistant Commissioner of the Department of Finance in the US Virgin
Islands, summarized the experiences his organization has had in implementing GASB 54. Mr.
Collens suggested several steps the finance offices could take to facilitate the implementation
process—

e Communicate with the staff about GASB 54 to elicit their support and involvement,

e Have auditors train the staff on GASB 54,

e Pick a point in time as a basis for starting the process,

e List all funds (the identifying number, name, balance),

e Obtain all authorizing documents/legislation for each fund,

e |dentify revenue sources for each fund,

e Classify funds,

e Establish teams/identify staff responsible for each fund and ask them to provide information
for each fund and make preliminary classification recommendation, and

e Request experts/accountants/independent third party review classifications.

Once all the information necessary has been collected and analyzed, the finance office leadership
needs to figure out what to do with each fund—close it, close it into the General Fund, close it into
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the appropriate special fund, combine funds (where it is appropriate), etc. (See Appendix M for the
Slides from the GASB 54 presentation.)

2010 PERFORMETER AND A.F.T.E.R. ANALYSIS UPDATE

Frank Crawford explained the concepts behind the Performeter, how the Performeter measures are
computed and combined, and what the measures mean. The Performeter measures the financial
health and success of a government by using financial ratios from the financial statements. Critical
to the value of the Performeter scores are the relevance (timeliness) and reliability (accuracy) of the
data used to compute the score. The Performeter is only as reliable as the information found in the
annual audited financial statements and most relevant when the information can be used in a
timely manner.

Mr. Crawford presented the Performeter scores for each insular government and identified each
government’s strengths and weaknesses. For most governments, the fiscal year ending September
30, 2010 was not a good year financially. For a few, though, it featured a year of recovery from
lower scores in the prior two fiscal years. Although there was no consistent theme for the
governments, a few observations could be made:

e Some government’s Performeter scores continued to decline as the governments incurred
more expense than earning in revenue during the year; other governments featured a
combination of cost cuts and revenue enhancements to improve their scores, while others
either issued new debts or assumed debts of others.

Pension plan woes continue for the governments (except ASG).

Spending patterns changed for most, some for the better, some for the worse.

Fund balance deficits and net assets deficits increased for some, decreased for others, with a
few remaining relatively stable.

e Some governments experienced slippage in the timeliness of their audits (affecting the
relevance of the Performeter scores), but the delays were explainable.

There is good news for the governments:

e Most governments, even when considering component units, are receiving unqualified
(clean) opinions on their financial statements.

e A few governments are receiving unqualified opinions on their compliance with federal
program monies (single audit).

e A few governments have no questioned costs, or very little questioned costs.

The A.F.T.E.R. Analysis is an analysis of the status of audit findings, the timeliness of the submission
of the audit, and the resolution of certain audit exceptions. The analysis can be used to track a
government's progress towards eliminating its most significant findings and exceptions, along with
tracking the timeliness of submitting the audits to the Federal Clearinghouse. (See Appendix N for
the slides from the Performeter presentation, and the Performeter Summary Scores and A.F.T.E.R.
analysis for each government.)
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“IT’S A RISKY BUSINESS OUT THERE: YOU HAVE IT, THEY WANT IT”
GUEST PRESENTATION FROM MS. MARION HIGA, HAWAII STATE AUDITOR

Marion Higa, the Hawaii State Auditor, talked about the risks involved in managing in the
governmental environment and what managers can do to ameliorate those risks. She began her
address by identifying the ‘it’, the ‘they’, and the ‘you’ in her title:

e ‘it’ is the resources the government controls—money, services, information, power, people,
assets.

e ‘they’ are anyone seeking access to the ‘it’—the media, contractors, service recipients,
government employees and managers, politicians, the public.

e ‘you’ is the government manager or employee responsible for stewardship of the ‘it’.

Government sets out the rules for proving ‘it’ to ‘they’. It establishes the framework that allows
people to live together and share common resources. Why is government so risky? Government
has access to significant resources that it manages for the use and welfare of the ‘they’ who are
trying to get ‘it’.

Ms. Higa cited several examples of situations in which fraud occurred because risks were not well
managed and there were breakdowns in internal controls. The internal controls not established
were:

e Reconciliations

e Segregation of duties

e Policies and procedures (either non-existent or not followed)
e Cash management

e Consecutive numbering

e Signatures (or lack thereof)

e Inventory (or lack thereof).

Some of the causes for these internal control failures the audits identified were:

e Lack of sufficient staff

e Lack of staff training/skills, both pre-service and in-service
e Lack of supervisors/supervision

e Insufficient infrastructure, including electronic support

e Culture of indifference

e Lack of consequences and accountability

e Weak tone at the top

Ms. Higa ended her presentation by emphasizing that all government employees are responsible for
‘it" and reducing risk. And for those who are managers, executives, and leaders, they are also
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responsible for setting and maintaining the appropriate ‘tone at the top’. (See Appendix O for the
slides from the “It’s a Risky Business Out There: You Have It, They Want It” presentation.)

SUMMARY OF SINGLE AUDIT RESULTS FOR 2010

Ms. Milks presented a short status report on the audit improvement project. As of the conference
commencement, three governments had not completed their FY2010 audit. The Virgin Islands
expects to complete its audit in March 2012. The Republic of Palau and the Commonwealth of the
Northern Marianas expect to complete their audits by the end of December 2011. (The graphic
presentation of the findings and qualifications can be found at Appendix P which has FY09 data for
VI and ROP and FY10 draft data for CNMI.)

The graph of the audit issues indicates that the governments are having more and more problems
with reconciliations. The reconciliation findings include balance sheet reconciliations of assets and
liabilities as well as many issues with the lack of reconciliations between federal grant reports and
the primary accounting system. These are fundamental accounting tasks which are directly
controlled by the finance office. While staffing and budget issues may cause difficulties with day to
day performance, the IGFOA members were encouraged to ensure they maintain good basic
accounting practices.

The graph of the number of audit qualifications shows a dramatic rise in the number of
qualifications on the compliance report. The A.F.T.E.R. analysis noted 38 qualifications for
American Samoa alone. It appears that the auditor qualified on all federal grant programs based
upon some concerns with the test of transactions on a couple of the grants. Taking out this
anomaly by using the same number of qualifications for ASG as the previous year, the trend line
looks more reasonable. Regardless, the number of compliance qualifications is too high and is an
area where the governments need to concentrate their control efforts.

As so many of the governments have cash management findings, Ms. Milks led a discussion on the
types of cash management issues and how to resolve the findings. It was noted that the Virgin
Islands has a cash management plan but the auditors found exceptions with their lack of following
the plan. The USVI auditors also cited USVI Finance for poor cash management resulting from an
extensive time lapse between the paid out date and when the funds were finally requested from
the U.S. Treasury.

The cash management findings in the RMI indicate that they lack a formal plan and have not
worked to minimize the holding period for federal funds. It is uncertain whether the CNMI finding
is correctly stated in the draft audit.

Despite the slippage in the timeliness of the audits, the IGFOA members generally continue to
improve their audit status. Total findings and questioned costs are decreasing and several of the
governments are no longer considered high risk after several years of clean audits.

PANEL DISCUSSION: BEST PRACTICES FOR AUDIT IMPROVEMENT

A panel of participants from the governments presented best practices for audit improvement
based on their experiences with the audit process. The panel members were:
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e Tiser Reynold, Director, Office of Administration and Finance, Kosrae State

e Benita Manglona, Director, Department of Administration, Guam

e Matt Grady, Controller, Department of Treasury, American Samoa

e Marina Tinitali, Accountability and Insular Policy Specialist, DOI/OIA

e Marino Rechesengel, Director, Bureau of National Treasury, Ministry of Finance, Republic of
Palau

Benita Manglona, Director, Department of Administration (DOA), Government of Guam

Ms. Manglona discussed the best practices DOA has been using to improve its audit process.
Among these best practices were:

e Make the audit a year-round process rather than a once a year event--One advancement has
been making the audit a year-round process rather than a once-a-year event. Guam has
made an effort to stay in touch with the auditors year-round, and to be in touch especially as
issues arise.

e Start the audit early— Guam has also tried to start work on the audits as early as possible.

e Process tax returns early and promptly--Processing of tax returns has always delayed the
issuance of audits, so this year the Department of Administration asked that the 2010
returns be processed quickly, before 2011. Tax returns are still being processed manually,
and this often holds up the audit report. This year the returns were processed by August,
which will hopefully be completed by May of next year, enabling Guam to finish the 2011
audit earlier.

e Establish cross-functional teams to coordinate audit activities and respond to findings--
Accounting, administration, and grants management personnel need to work together on
compliance matters to facilitate awareness and cooperation to mitigate questioned costs.

e Tighten coordination and communication with Federal agencies regarding their audit
requirements--Try to stay aware of changes at the Federal level. Some organizations are
looking for full audits; others are looking towards agreed-upon procedures with different
deadlines.

e Conduct quarterly closings--Quarterly closings of the financials this year are a new practice.
Manage requests for information and reports--Many organizations are experiencing
accounting request overload. Mandates from legislatures and federal program managers
impact the availability of staff to complete their regular work. Guam tries to comply with
mandates that have been imposed on the administrative staff, but there should be
discussions with legislators to make sure the requests are reasonable, and the reports will be
meaningful.

e Establish an audit committee--Audit committees have proven useful to facilitate the process
of getting the audit done. Guam issues audit circulars through group email.

e Anticipate and plan for staffing reductions--DOA expects change since the position of the
world economy is changing. As the federal government’s financial position changes, it
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trickles down to the grants that Guam receives. Audits are critical to maintaining the flow of
grants and resources. Challenges will be in budgetary reductions. If the federal government
succeeds in reducing funding at Guam’s level, this will also affect the number of personnel
available to the local government for audit purposes. The impact on DOA’s level of
personnel is significant.

Marino Rechesengel, Director, Bureau of National Treasury, Ministry of Finance, Republic of Palau
Palau holds an entry meeting with the auditors and finance personnel to discuss expectations. As
the audit goes on, one requirement is to make sure finance employees are not on leave. The
Ministry works with the departments—health services and education—to make sure the grants
they manage are discussed in meetings and that their schedules allow them to be available also.
The auditors provide early findings so they can be resolved before the draft audit is submitted. The
auditors provide a list of what needs to be done with a corresponding timeline so the Ministry can
be responsive to their needs and schedule. The Ministry also has a closing conference before the
final draft comes out, after which meetings are held with the finance minister. These meetings are
arranged informally—not as part of an actual contract.

Marina Tinitali, Accountability and Insular Policy Specialist, DOI/OIA

Improvements in the manner with which island governments manage the audit process are being
reflected in the audit reports. In dealing with federal agencies, governments need to follow A-133,
the 43-CFR, and the individual federal grant requirements, which is sometimes negotiated with the
federal agency. DOI deals closely with other federal agencies, like IRS, DOE, and HHS. DOl also
works through the interagency group on insular area issues. The interagency group is a high-level a
high-level group of political appointees that meets in Washington, D. C., on an annual basis. DOI
also deals with the Region IX Federal Regional Council to talk about things like the military buildup
in Micronesia and participates in monthly calls with the Outer-Pacific Committee (OPC)—these are
the counterparts for federal grants to the governments.

The OPC is now trying to be more proactive to provide information on best practices and
information common across federal programs. Since DOl is the cognizant agency, it focuses on
cross-cutting issues, which it is responsible to follow-up and resolve. In most cases OIA tries to
resolve issues with other Federal agencies by working directly with island governments—rather
than the federal agency—and act as a liaison to make sure the federal agency understands the
problems in the island and how they’re being resolved.

Some specific best practices to improve audits are:

e Communicate with federal counterparts.

e Establish audit committees with representatives from user agencies to resolve issues from
their federal program as a priority. Whatever is happening in their program affects the
entire government. It is good if they understand the larger picture, and how important it is
to resolve a particular finding. Itis good if the leader of the audit committee understands
the financial issues, and the flow of funding.
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e Review the report in its entirety and group the problems into common themes and submit
remediation plans to various federal agencies. DOI can help share this with federal agencies
as well.

e Be sure to understand exactly what the auditor is recommending (e.g., a procedure,
recovering funds, appointing a primary point of contact). Be sure to address the actual
recommendation in the report, otherwise you might not be resolving the findings.

e Provide additional documentation to the auditors and ask them to comment on the
additional information. Get them to comment on the information in the audit report to have
it closed out.

e Use checklists to ensure staff follow procedures for procurement especially. The checklists
will ensure the necessary items are in the file. When the auditors ask for it, the file is more
likely to be complete.

e Pay particular attention to deadlines, so your government or program does not miss out on
receiving money for missing a deadline.

Matt Grady, Controller, Department of Treasury, American Samoa

American Samoa has just finished drawing up a new RFP to find new auditors. Issues with the old
(current) auditor were many, including significant staff turnover and foreign location far from
American Samoa. Their audit recommendations were not very helpful, and findings were not very
descriptive, which made remediation very difficult. It was clear that it was time for a change with
the auditors.

One concern in issuing the RFP was that the current firm was the only one to bid last time around.
With the new RFP, ASG initially received only one bid, but then advertised more widely and
received a bid from another firm. Through assurancex.com, ASG was able to post the RFP on the
website to reach auditors through LinkedIn.

American Samoa has made a concerted effort to keep things on schedule with the new auditors.
ASG appointed a primary point of contact, but nothing as formal as a committee. The new contract
is for three years—compared to the previous five-year contract. ASG attempted to lay out
milestones and deliverables, including the timing of when documentation will need to be produced
and received. The new auditors are much better organized and have done a good job of fielding
people in American Samoa, and making their expectations clear. They provided ASG a detailed
audit plan with deliverables and timelines.

Tiser Reynold, Director, Office of Administration and Finance, Kosrae State

Mr. Reynold made three suggestions for best practices in audit improvement:

e Leadership has contributed to Kosrae’s audit improvements. Support was received from the
governor early on, empowering the finance director to resolve issues.
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e Kosrae designated a single point of contact for the auditors on all matters related to the
audit. Messages are copied to the Director, but there is one single person who coordinates
the audit process, including in the component units, for the government.

e One must spend more money to get good auditors. Hire the right auditors and then work
with them to keep the audit on track.

Debbie Milks summarized some of the key points made by the panelists:

e Finance Offices need qualified people to deal with the audits.

e Communication is a key theme—especially year-round communication, early
communication, deadline communication within government departments, and
communication with the auditors.

e Proximity of the audit firm is important—with relation to timing, especially.

Val Collens discussed what the U. S. Virgin Islands is doing with its audits. The USVI is in the process
of establishing an audit committee using a checklist provided by PITI/VITI that walks through
various possible approaches and issues to be covered. The USVI is especially concerned about
sustainability—across government elections and other political changes. It would like to make sure
it finally becomes timely, and that timeliness will continue in spite of changes in leadership. The
USVI is looking towards establishing an independent audit committee, including people who
understand financials and come from diverse backgrounds. The auditors deal directly with the
Department of Finance, but the intent is for them to report to an audit committee which in turn
puts pressure on the Department of Finance. Communication is important in this process, and the
Governor has provided his support to the idea of an independent audit committee. A year from
now, when USVI is close to issuing the FY10 audit, it will be current and will use that opportunity to
form the audit committee.

Ms. Milks mentioned GFOA has a Best Practice for Audit Committees which is a position paper
worth reviewing. The USVI is not proposing replacing the working committee from within
government that currently exists. Rather, the new group would be responsible for providing an
independent review of the complete audit process, including the responsiveness of government
departments.

Frank Crawford stated the main purpose of the audit committee is to ensure that enough time is
spent on audit matters. The goal is ultimately to take a burden of time off the governing body, and
then devote the amount of time that should be devoted to the audit issues. The auditor will
present to the audit committee what it has done, and the audit committee then presents that to
the governing body. The team that created that checklist for the AICPA was elaborate, as was the
checklist. The intent of what is happening is for most governing bodies to have a mechanism
through which an appropriate amount of time can be committed to addressing audit issues.
Ultimately, the makeup of that committee should have government representation, private sector
representation, and independent representation. This is a high-level group, not writing corrective
action plans, but with a sufficient amount of time to properly address issues. There are various
ways to establish the committee—Ilegislatively might provide the most protection.



Island Government Finance Officers’ Association (IGFOA)

Ms. Tinitali suggested that if the reason a government is delaying the finalization of the audit is not
going to change the opinion of the audit or remove any questioned costs, it really doesn’t make
sense to delay issuance of the audit. This type of analysis is important, to examine whether not
meeting a deadline is worth the advantages that come through additional time.

UPDATE ON PITI-VITI TRAINING PLAN FOR 2012

Stephen Latimer and Jason Aubuchon, Program Managers of the Graduate School PITI/VITI program
gave participants a brief update on its training plan for 2012. (See Appendix Q for the complete
PITI/VITI Training Plan.) Mr. Latimer explained the training plan and its purpose. The PITI-VITI
training plan supports the mission of DOI-OIA to “assist the US-affiliated islands in developing more
efficient and effective government by providing financial and technical assistance”. PITI-VITI’s
mission is to provide customized, results-oriented professional and organizational development
services that enable insular governments to strengthen financial and program performance and
accountability, achieve fiscal stability, and promote economic growth. To this end, PITI-VITI works
to build trust in insular governments by fostering responsible leadership and financial stewardship
of the highest standard. PITI-VITI’s strategic goals are to:

e Improve leadership and management capacity to effectively perform,

e Improve financial management systems and practices,

e Increase effectiveness and program results,

e |Institutionalize regional professional organizations and communities of practice, and

e Improve the capacity and capabilities of the public sector work force in critical positions and
functions.

Some of the activities PITI/VITI conducts to achieve these goals and fulfill its mission are:

e Island Government Finance Officers’ Association

e Executive Leadership Development Program

e Financial Management Improvement Planning

e Association of Pacific Island Public Auditors

e Training and Technical Assistance

e Audit Improvement Project

e Finance and Audit Office Assessments

e The Performeter and A.F.T.E.R. Analysis

e Statistical and Economic Reporting for the Federated States of Micronesia and the Republic
of the Marshall Islands

Jason Aubuchon presented an overview of the Executive Leadership Development Program (ELDP).
The ELDP was designed to develop the future leaders of the Pacific island governments. The
program consists of four week-long class sessions over a twelve month period. Between class
sessions the ELDP participants complete projects, do out-of-class assignments, and work on the
developmental activities they identified in their Individual Leadership development Plans. Two
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cohorts have been completed and the third cohort will start in 2012, with completion in mid-2013.
The application process for the third cohort will start in early 2012. The application process and
timelines will be available on the PITI/VITI web site.

PANEL DISCUSSION: PROCESS IMPROVEMENT IN FINANCE

IGFOA provides a forum for the exchange of ideas on best practices in financial management and
finance office operations. The panel on Process Improvement in Finance offered the conference
participants an opportunity to raise and discuss the things they have done to improve their
operations. The panelists were:

e Levi Reese, Chief Accountant, Department of Treasury, American Samoa

e Kayo Yamaguchi-Kotton, Assistant Secretary, Ministry of Finance, Republic of the Marshall
Islands

e Larrisa Larson, Secretary of Finance, CNMI

e Juliet Jimmy, Assistant Secretary, Department of Finance, FSM National Government

e Valdamier Collens, Assistant Commissioner, Department of Finance, U.S. Virgin Islands

Valdamier Collens, Assistant Commissioner, Department of Finance, U.S. Virgin Islands

Mr. Collens presented the way in which the USVI conducted a reduction-in-force (RIF) as a best
practice for how to accomplish a difficult, unpleasant, but sometimes necessary, task. In June/July,
the USVI was forced to make an 8% cut across the government, affecting all agencies, general fund
and federal fund supported alike. In anticipation of this budget reduction, the Department of
Finance (DOF) worked with personnel and identified approximately 8 employees expected to retire
leave with incentive packages. DOF ended up leaving 16 valuable individuals, which caused DOF to
have to reorganize its processes and units to handle the increased workload. DOF leadership then
sat down with each division head to define each unit’s function and value, and assess how things
could be reorganized to be more efficient. Treasury, for example, had five units, two of which were
redundant, so it was reduced from 5 units to 3 units. Through this process the VI was able to
restructure the way that Treasury operates and to move the remaining employees into areas in
which their skills would be the most applicable. A similar effort completed in payroll. Payroll lost 7
employees, and there was a need to communicate with the remaining employees themselves, as
well as division heads, to discuss how best to reorganize processes. Units responsible for managing
payroll and leave balances were combined into a single unit.

The keys to the success of this process were communication to the employees—not only the
leaders, but also the employees themselves. The employees retiring were also included in these
conversations. The remaining employees were incentivized to handle the additional workload by
providing interim compensation until the negotiation of a new collective bargaining agreement.

Analysis was conducted to assess the additional stress the mandatory retirement program would
place on the pension system, since more employees would be retired and fewer employees would
be paying into the system. In the end, there was a $25 million budget gap, and through these cuts,
USVI was able to close the majority of the gap.
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Larrisa Larson, Secretary of Finance, CNMI

Ms. Larson described how crisis forced the Finance Office to change the way it did business. As part
of this change process, Ms. Larson moved the Finance Office from a state of chaos into a fairly
smoothly functioning organization. When she first arrived in the office, it was in chaos. Issues like
island-wide power outages, temporary restraining orders, non-payment of retirement funds, and a
lack of sufficient personnel have meant that the office has had to react quickly and frequently work
outside the usual systems. In addition to all of these problems, the department lost an expatriate
staff member who provided a lot of leadership and technical support. Most staff lost as much as
30% of their salary with the same workloads. With less pay, staff became concerned with their
inability to pay bills at home. Facing all of these problems and rattled by all of the changes, many of
the staff became even more resistant to change. Staff slowed the work flow and it became very
difficult to get any work done.

To try to address these problems, Ms. Larson began walking documents and authorizations through
each step of the process to speak with each person along the way and determine where the
backlogs were. Staff experienced a lot of anxiety around what the administration was planning. In
addition, conversations were being undertaken within the department about the necessary changes
to adapt. The largest issue was the fear of the future. Ms. Larson assured staff that the only reason
they would not be paid was for lack of money. The Graduate School also provided assistance
reviewing current processes to streamline with limited resources, in light of its inability to give
promotions or raises.

As communication increased and staff began to trust the new manager, Ms. Larson learned the staff
was bored. Many had been doing the same step in the same process for years. They expressed an
interest in learning new skills and doing different work. As a result, Ms. Larson instituted a cross-
training program in the department. Initially, the walk-throughs for processes were only being
done by Secretary Larson. Now she has created process improvement teams to conduct the
process reviews.

CNMl is also trying to put performance measures in place, especially trying to get all paperwork and
invoices processed within thirty days. Many vendors were waiting over a year to be paid. Poor
practices were in place, such as a staff member who would only process invoices once a month. In
general, people slowed down in productivity since they were so discouraged and disgruntled. There
was a perception that the government did not have any money, so there was no need to process
documents quickly and efficiently. Ms. Larson has had to change the work ethic and organizational
values in the department to improve its performance and reduce its dysfunctions.

Kayo Yamaguchi-Kotton, Assistant Secretary, Ministry of Finance, Republic of the Marshall Islands
Ms. Yamaguchi-Kotton presented three best practices for improving finance office operations. In
the RMI, the “Lean Government” project was launched after the IGFOA in San Antonio. The
Ministry has collected data to explore the number of days (cycle time) for several key processes. It
took approximately 6 weeks for a PR to be processed and two weeks to process a TA. The goal is to
get this down to three to five days. There are some challenges in this regard, especially with the TA
process. The Lean Government initiative has been endorsed with Cabinet support, data collection
has begun, and the working committee has been established. The Ministry expects to see more
progress in the procurement system over the next three or four quarters.
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While the RMI is looking at the processes themselves, it must also look at the enabling environment
within which the process must operate. To examine this environment, RMI just finished a Public
Expenditure and Financial Accountability assessment (PEFA). The PEFA assessment looks at various
functions of the government, especially around budget execution and process, revenue, audit
process, relationships with development partners, and the legislative framework within which the
Ministry exists. The assessment is evidence-based. The report is still in draft stage, but is available
to be shared. The great value of an assessment like PEFA is that it looks not only at the
performance of the finance office, but it also examines the enabling environment as a whole at a
high level. The report does not make any recommendations, although it does identify weaknesses.
It is a government-driven exercise, and the RMI has asked for informal recommendations, but they
are a by-product of the process, not its main purpose.

The RMI also has a Fiscal Officers’ Association (FOA) composed of fiscal officers from the various
offices and SOEs. The FOA meets monthly and conducts workshops and training. Attendance has
been strong, and the secretaries have come to realize that many of the complaints about finance
are not necessarily the fault of the finance office, but rather problems in their own financial
operations. Processes like liquidating assets, reconciling accounts, reading reports, and other
activities are covered through the training. Although no hard data have been collected yet,
anecdotal data suggest the number of errors in things like purchase requisitions have decreased
over time. In addition, monthly ministry-specific meetings have been taking place, as have
meetings with mayor associations with the intent of accomplishing the same type of process
improvements.

Levi Reese, Chief Accountant, Department of Treasury, American Samoa

Ms. Reese identified three process improvement efforts in ASG. The first, a process improvement
effort to streamline federal programs payment reimbursements, has begun but has not yet been
implemented.

A separate process improvement effort is the decentralization of DOE budgets, which is being done
to try to move American Samoa off of the USDOE high-risk status and was DOE-funded. The
decentralization gives budgets and budget controls, with the exception of payroll, to the sites
(schools) themselves. Purchase requests can now be made at the sites themselves, rather than at
the central office. The decentralization has slowly begun to be implemented, with full
implementation in FY12. All schools are now online. Each school has a cap on its site-specific
expenditure allowances. As part of the decentralization, the schools have been allowed access to
their budgetary reports. DOE is responsible for managing internal controls, although the public
auditor’s office and staff from the governor’s office are also involved. It is still too early to know
whether the decentralization is achieving its objectives and improving DOE financial processes.

Another process improvement being discussed is electronic approvals of receiving reports to allow
for prompter vendor payments. ASG has a large outstanding accounts payable balance because of
incomplete documents and reports not being properly submitted. Treasury staff has been meeting
to discuss how to improve the process. Currently payments are not processed until the goods

purchased arrive at the procuring department. The process improvement team has proposed that
when goods are booked as received at the warehouse and an electronic receiving report is posted,
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payment can be processed. Since payment will be processed when the goods arrive at the
warehouse and not when the goods are eventually delivered to the purchasing agency, the new
process should decrease the duration time between receiving and payment. The process is still
being worked out, but ASG anticipates it will help improve the timeliness of payments.

Juliet Jimmy, Assistant Secretary, Department of Finance, FSM National Government

Ms. Jimmy described how when she started in her job as Assistant Secretary, her boss set three
expectation--attain an unqualified audit opinion, look at fixed assets, and reduce average
turnaround time of disbursements, PO advances and outstanding travel advances. The office has
been able to make progress on many of these, but travel advances continue to be an issue. From
FYO8 to FY10, the amount of outstanding travel advances has increased from $1.2 million to
S1.5million to $2.2million. It looks like it may have decreased to $1.9 million for FY2011. FSM law
states that a traveler much close out their travel advances no later than ten working days after the
completion of a trip, but this has not been happening. During the past year, Finance first came up
with a travel reminder form, which must be signed before receiving an advance check. This form
reminds travelers of the regulation, which they then sign to prove they understand the
requirement. Finance has met with the President on this issue, and in May of 2011, he issued a
memo to all departments stating they are required to file travel advances within ten days of the end
of travel and that if they do not, they will be ineligible to receive travel advances, and Finance will
start automatic payroll deductions to offset the unpaid travel advance. The memo also instructed
finance to re-route travel requests so that finance reviews the requests initially, and attaches a
form indicating how many outstanding travel advances that individual has. If the traveler has four
outstanding advances, the TA will not be accepted. The President is expecting zero outstanding
advances. When the new regulations were instituted, Finance started seeing travel vouchers from
as far back as 2005 being processed.

Debbie Milks made a few observations about some best practices mentioned by the panelists:

e The USVI examined its processes to see which were value-added and which were not,

e The CNMI established a single point of contact for all vendor inquiries,

e Both the RMI and the FSM stressed getting buy-in and commitment from leadership for
process changes to be successful, and

e ASG demonstrated that better use of technology can help improve processes.

Ms. Milks also emphasized the importance of continuous communication and the need to measure
the results of the process changes. Finally, she mentioned that to institutionalize the process
changes, one needs to document the new procedures in writing, evaluate the results of the
changes, and enforce the changes to make sure staff are using the new process properly.

DOI OIA UPDATE

Marina Tinitali, Accountability and Insular Policy Specialist, Department of Interior/Office of Insular
Affairs, gave an update on events in OIA. OIA would like to congratulate the governments that met
the 2010 deadline for clean audits. Eight of the eleven insular governments received clean
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opinions, many of them for the second or third time. The three governments still working on
getting timely, unqualified audits—VI, CNMI, and Palau—are all very close. OIA looks at single
audits, but also reviews completed by the DOI Inspector General, GAO and reviews by other federal
agencies. DOI’s OIG in Hawaii, responsible for the Pacific, has been considering offering capacity
building type technical assistance.

OIA is beginning to track resolutions on findings, in addition to clean audit opinions. It is concerned
about documentation and wants to formalize resolution remediation through documented
processes. OIA has been working with federal agencies by tracking, through single audits, how
issues are resolved.

GAO has asked for evaluations, which will be a focus for OIA. Recurring findings and qualifications
will get additional attention. Areas that have not received clean opinions will be asked for
documentation to confirm that procedures are in place. Standard Operating Procedures are
important and need to be put in writing.

OIA BUDGET UPDATE

Tom Bussanich, the Director of the Budget and Grants Management Division, Office of Insular
Affairs, Department of Interior, stated that OIA has continued interest in the plans and performance
measures that will be put together during the conference. OIA recognizes the success the
governments have had with audits, and that work needs to be continued. As Federal funds get
tighter, oversight will increase significantly. This increased scrutiny will increase the importance of
‘trusted’ financials. OIA would like to address finance office performance through letters to the
Chief Executives. OIA will endeavor to put each of the finance offices on record with the chief
executives of each jurisdiction.

Mr. Bussanich then gave an update on the OIA budget. The Federal Budget Process is quite difficult
to predict because, at the moment, no one knows where the US is going with its efforts to address
deficits. OIA is currently operating under a continuing resolution until December 16, 2011. As a
consequence, OIA is not able to provide grant funding except at a drastically reduced rate.

The budget figures presented in Mr. Bussanich’s talk is what has been submitted to the U.S.
Congress and what OIA has been using for discussions (see Appendix R for the full OIA Budget
presentation). OIA’s budget request is for $474 million, but only $27 million of this figure is
discretionary. General technical assistance funds were reduced by $1.5 million and another $1.7
million was earmarked for the socio-economic impacts of the military re-location to Guam.

PROGRESS ON FINANCE OFFICE PERFORMANCE MEASURES

The delegation heads of the IGFOA member governments selected six performance measures to
report on quarterly. They first listed key measures for their operations, then voted on the measures
to identify the most important ones. These measures were:

e Percentage of the Fixed Asset inventory completed,
e Percentage of bank reconciliations completed on time,
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Number of days to process a requisition,

Percentage reduction in overdue travel advances,

Comparison of estimated revenues to actual revenues, and

Annual monitoring of the average clearance pattern.

The conference participants agreed to send their government action plans for collecting and
reporting these measures to Debbie Milks by December 20. These action plans will be forwarded to
the governments’ chief executives by OIA in mid-January.

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 S 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) The IGFOA conference sessions were relevant and timely.
Score: 4.9

2) The conference’s objectives were substantially met.
Score: 4.8

3) Logistics for bringing participants to and from Honolulu were handled satisfactorily.
Score: 4.6

4) The conference site (hotel) was comfortable and conducive to the meeting.
Score: 4.7

5) Support services by the Graduate School staff during the conference were handled well and
in a timely manner.
Score: 4.8

6) Overall, this conference of the Island Government Finance Officers’ Association (IGFOA)
was:
Score: 4.8

Participants found all of the conference sessions relevant to them and their work, but particularly
noted the relevance of the two guest speakers, GASB 54 training, the panel discussions on Audit
Improvement and Finance Office Performance improvements, and the planning around
performance measurement. The main concern expressed by the participants was the need for
more time to go into topics in more detail.
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APPENDIX A — AGENDA

Island Government Finance Officers’ Association

Meeting Agenda
December 6 - 8, 2011
Wailea Beach Marriott
Maui, Hawaii

The goals of the December 2011 IGFOA conference are to:

e Review progress made in implementing GASB 54 (Fund Balance Reporting) and discuss
follow-up worked needed

e Exchange information on the latest Performeter analysis

e Present and discuss best practices in Finance Office performance improvement and single

audit

e Provide training to IGFOA members on fraud prevention, risk/vulnerability assessment, and

internal controls

e Update the performance measurement action plans for finance office operations

e Build government specific plans to implement GASB 54, enhance performance measures and

process improvement, and initiate fraud prevention/risk assessment/internal control

practices

Monday, December 5"

10:00-12:00

Tuesday, December 6"

7:00 - 8:15 am

8:30-8:45am

Conference Registration
Registration table located outside the Lokelani Ballroom

Breakfast
Lokelani |

Welcome
Jack Ading, Minister of Finance, Republic of the Marshall
Islands

Nikolao Pula, Director, Department of Interior/OIA
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Jack Maykoski, Senior Executive, Graduate School USA

8:45-9:15 am Review agenda and introductions
Steve Medlin, Facilitator
9:15-10:15am Keynote Address

“Managing a Fiscal and Financial Strategy in Lean Times”
Kalbert K. Young, Director
Department of Budget and Finance, State of Hawaii
Questions and Answers

10:15-10:30 am Break

10:30-12:00 pm Government Updates: Status of Single Audit, GASB-54
Implementation, and Finance Office Performance Measures
Moderator: Debbie Milks, CPA

Presentations (10 minutes each):

American Samoa

Commonwealth of the Northern Mariana Islands
Federated States of Micronesia

Guam

Republic of the Marshall Islands

Republic of Palau

U.S. Virgin Islands

12:00 - 12:15 pm Group Photo
12:15-1:15 pm Lunch
1:15-2:00 pm Government Accounting Standards Updates

Frank Crawford, CPA

2:00-3:00 pm GASB 54 Reporting Requirements: Progress to date
Frank Crawford, CPA

3:00 - 3:15 pm Break

3:15-4:00 pm GASB 54 Reporting Requirements: What still needs to be
done

Frank Crawford, CPA
4:00 - 4:15 pm Update on PITI-VITI Training Plan for 2012
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4:15-4:30 pm
5:30 pm

Wednesday, December 7"

7:00 - 8:15 am

8:30 - 8:45 am

8:45-10:15am

10:15-10:30 am
10:30-12:00 pm

12:00-1:00 pm

1:00 — 2:00 pm

2:00-2:15 pm
2:15-2:45 pm

2:45 - 4:00 pm

Stephen Latimer and Jason Aubuchon
Review and Adjourn

Reception: Hosted by Bank of Hawaii
Pacific Terrace Rooftop

Breakfast
Lokelani |

Review results from Tuesday and overview of today’s
agenda
Steve Medlin, Facilitator

Performeter Updates
Frank Crawford, CPA

Break

“It’s a Risky Business Out There”
Marion Higa, Hawaii State Auditor

Lunch
Lokelani |

“It’s a Risky Business Out There” (Continued)
Marion Higa, Hawaii State Auditor

Break

Summary of Single Audit Results for 2010
Debbie Milks, CPA

Panel Discussion: Best Practices for Audit Improvement
Panelists:

Tiser Reynold, Director, Office of Administration and Finance,
Kosrae State

Benita Manglona, Director, Department of Administration,
Guam

Matt Grady, Controller, Department of Treasury, American
Samoa

Marina Tinitali, Accountability and Insular Policy Specialist,
DOI/OIA
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4:00-4:15 pm
5:00—-9:00 pm

Thursday, December 8"

7:00 - 8:15 am
8:30-8:45 am
8:45 - 9:45 am

9:45 - 10:00 am

10:00 - 10:15 am
10:15-10:30 am

10:30-11:15am

Priscilla Soalablai, Chief of Accounting, Ministry of Finance,
Republic of Palau

Moderator: Debbie Milks, CPA
Review and Adjourn

Lahaina Trip (Optional)
Transportation Provided

Breakfast
Lokelani |

Review results from Wednesday and overview of today’s
agenda

Panel Discussion: Process Improvement in Finance
Panelists:

Levi Reese, Chief Accountant, Department of Treasury,
American Samoa

RMI Representative
Larrisa Larson, Secretary of Finance, CNMI

Juliet Jimmy, Assistant Secretary, Department of Finance,
FSM National Gov't

Valdamier Collens, Asst. Commissioner, Depart of Finance,
U.S. Virgin Islands

Moderator: Debbie Milks, CPA

Progress on Finance Office Performance Measures
Debbie Milks, CPA

Break

DOI OIA Update
Marina Tinitali, Accountability and Insular Policy Specialist,
Department of Interior/Office of Insular Affairs

Action planning to address (1) audit improvements, (2)
GASB-54 implementation (3) fraud/risk
assessment/internal controls

Government Break-Out Groups



11:15 - 11:45 am
11:45 - 12:15 pm

12:15-1:15 pm
1:15-2:00 pm

2:00 pm

Island Government Finance Officers’ Association (IGFOA)

Facilitators: Steve Medlin and Debbie Milks
Report out: Government specific action planning

Tom Bussanich
Director of the Budget and Grants Management Division,

Department of Interior/OIA
Working Lunch

Conference Wrap-up

e Advancing the plans

e Summary of progress during this session
e Next steps

e Conference evaluation

Adjourn
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APPENDIX B - PARTICIPANT LIST

Island Government Finance Officers’ Association (IGFOA) Meeting
December 6 -8, 2011
Wailea Beach Marriott Resort
Maui, Hawaii

PARTICIPANT LIST

U.S. Virgin Islands
Valdamier Collens, Assistant Commissioner, Department of Finance
Stephanie Thomas, Associate Director of Policy Management, OMB

CNMI_
Larrisa Larson, Secretary, Department of Finance
Vicky Villagomez, Special Assistant for Management and Budget, OMB

Guam
Benita Manglona, Director, Department of Administration
Kathy Kakigi, Deputy Financial Manager, Department of Administration

Republic of Palau

Marino Rechesengel, Director, Bureau of National Treasury, Ministry of Finance

American Samoa

Matthew Grady, Controller, Department of Treasury
Levi Reese, Chief Accountant, Department of Treasury
Salu Tuigamala, Territorial Office of Fiscal Reform

FSM National Government

Juliet L. Jimmy, Assistant Secretary, Department of Finance

Chuuk State
Kathy Sound, Chief of Finance
Irma Apiostol, Accountant and Audit Advisor
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Kosrae State
Tiser Reynold, Director, Office of Administration and Finance
Shiro Sigrah, FMIS Manager, Office of Administration and Finance

Pohnpei State

Thomas Pablo, Director, Department of Treasury and Administration
Angelene K. Neth, Chief Division of Revenue and Taxation

Francine Poll, Assistant Chief of Finance and Revenue

Renedgardo Merencillo, Financial Advisor

Yap State
Maria Laaw, Director, Office of Administrative Services

Robert Fathaltamanbay, Chief of Finance
Pius Talimeisei, Office of Planning & Budget

Republic of the Marshall Islands

Jack Ading, Minister of Finance

Alfred Alfred, Jr., Secretary, Ministry of Finance

Kayo Yamaguchi-Kotton, Assistant Secretary, Ministry of Finance
Waylon Mueller, Chief of Procurement. Ministry of Finance
Jimmy Kemem, Assistant Secretary, Ministry of Finance (Ebeye)

Department of Interior/Office of Insular Affairs

Nikolao Pula, Director
Tom Bussanich, Director of the Budget and Grants Management Division
Marina Tinitali, Accountability and Insular Policy Specialist

Graduate School USA
Stephen Latimer, Program Manager

Jason Aubuchon, Project Manager

Resource Consultants/Speakers

Dr. Steven Medlin, Facilitator

Debbie Milks, CPA

Frank Crawford, CPA

Marion Higa, Hawaii State Auditor

Kalbert K. Young, Director, Department of Budget and Finance, State of Hawaii
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APPENDIX C—- KEYNOTE ADDRESS

Managing a Fiscal and Financial
Strategy in Lean Times

Kalbert K. Young

Director, Budget & Finance

State of Hawai

[sland Government Finance Officers’ Associabion
December 6, 2011

Maui, Hawaii

==

FISCAL

“) Budget & Finance Stress

2011

FINANCIAL

* States vs. municipalities
vs. US Fed

* Declining revenues

* Rising operational costs

* Annual debt service

* Unfunded mandates

* Previous FY reductions

* Minimum program
stability

+ Unfunded liabilities

* Debtservice profile

+ Infrastructure
development

+ Collective bargaining

* Restructuring
government operations

* Program epansions
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- State Tax Revenues Influenced by
Economic Changes
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States vs. Municipals
Tax Growth

Year Over Yoar Change n Real State Tames and Local Taxes
Percent Change of Four-Ouartes Average
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2011 Survey of States

State General Fund Expenditure Growth,
Fiscal 2011 and 2012

Number of States
Fiscal 2011 Fiscal 2012
Spending Growth (Prelimiriary Actual) (Appropriated)
Nogative growth 12 7
0.0% o 4.9% 23 19
S0%na9% 12 17
10% or mote 3 7

NOTE: Avorage speriiing growth R facal 2011 grelminay actua) & 4.0 perowit aweay
spering growsh dv feadl 2012 pnacted) 5 2.9 parcant See Bbb 6 fir stals-by- s data

SOURCE: Nasoral Associaton of Stk Suspot Officen:

FB11-13 Operating Budget
General Fund Revenue Sources
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APPENDIX C—- KEYNOTE ADDRESS

K' FB 11-13 Operating Budget
\ S by Means of Financing - All Funds

FY 2012 FY 2013
Towat [ matn, Tout P,
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Aniswm r. . mAs e .
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Total $11.4 B Total $11.3 B

K‘@\ FB 11-13 Operating Budget

A #

\ S 4 by Department - General Fund
FY 2012 FY 2013
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&5
£

~
i

‘\ FB 11-13 Operating Budget by Major Cost Item

General Fund
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Total $5.70 B

FY 2013
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Total $5.91 B

P

< Strategies of States to Reduce or

Fill Budget Gaps, 2013

= Cuts to Employee Benefits
® Across-the-Board Percent Cuts
B Targeted Cuts
| Reduce Local Aid
# Reorganize Agencies
| Privatization
# Rainy Day Fund
® Lottery Expansion
| Gaming/Gambling Expansion

= Other

Source: Habonal A<sociation of Stale Budget Officers October 2011
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;@7\ Hawaii 2011
& Fiscal Balancing Strategy

Balanced approach:
— Expenditures vs. revenue enhancements

No new taxes

— Adjust fee-for-services level
Operational restructuring
Financial restructuring

— Method of funding

—Sell-sufficiency in Special Funds

\@ Hawaii Financials
=" Structural Strengths vs. Weaknesses

STRENGTHS WEAKNESSES

* Strong executive branch  + Poor unfunded liability
authority in budget ratios in pension and
execution OPEB

* Council on Revenues + Volatile economy

* Conservative debt * Depleted reserves
issuance authoriby » Geographic-impact on

economy
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\ g@b Financial Challenges
= and Objectives

* Pro-active approach lo unfunded liabilities
* Collective bargaining

—July 1, 2013

Recapitalization of reserves

* Federal sequestration support
— Medicaid
— Military appropriation
— Block grants
- COFA

;é‘\ Additional Future-Term
& Strategic Challenges

Hawaiian self-sufficiency components
— Homelands
— Office of Hawaiian Affairs

— Self-determimabion

Governmenl healthcare (insurance) imtiative

* Revenue diversification
— e.g. Gambling, sugar tax, barrel tax, internet tax

Infrastructure investment
— E.g. Prison system, state hospitals, schools
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&

Managing a Fiscal and Financial
Strategy in Lean Times
CONCLUSION
¢y

S

DISCUSSION
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APPENDIX D - CNMI STATUS REPORT

Commonwealth of the
Northern Mariana Islands

Finance and Budget
By: Larrisa Larson and Vicky Villagomez

CNMI Government Updates

» Status of Single Audit
Targeted Completion Date 12/31/11
- # of Findings

Question Costs

» GASB 54 Update

o
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DOF Performance Measures

» Travel

-Timely processing of travel vouchers within
15 days of travel for all travelers

» Bank Reconciliation

- Timely reconciliation of all bank accounts
(monthly basis)

» Accounts Payable

- Timely Processing of payment to vendors
within 30 days of submission of invoice

.

CNMI

» Budget

» The Process:
- Mandated by the NM| Constitution, Article
I, Section 2 (qQ)

6 months or April 1;

anficipated revenues and expenditures;

3 branches of government;

o
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CNMI

» The Budget Process (cont'd)
Submission by respective mayors of Senatorial Dist;
other entities;
anticipated funds from federal grantors;
Includes details on how budget was developed:;
Any recommended legislation with respect to any
taxation.

Submission to Legislature

- Governor meets with his Councils (Mayors and
Executive Director of Carolinian Affairs)

CNMI

2012 Government Activities

Juhiied Brarw I.\\
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- :
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| %
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CNMI

2012 Government Activities by Category

ooewmc &l’tﬂ/

Sdaries & Bencfits
-
1%

CNMI

2012 Government Activities by Function
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CNMI

» Which departmentis responsible for revenue estimates?
Department of Finance

Revenue Estimates include all revenue source:
1) Taxes:
a) Income taxes (bar, wage & salary, personal, corporate,
aaming, penalties/interests;
b) Excise taxes |(cigarettes, beer & malt beverages, other
commadities):
c) Other taxes (hotel occupancy, bar tax, beautitication);
d) Liquid fuel tax [non-aviation, aviation);
e) Beverage Container Tax (soft drinks & non dairy, beer, ale,
mailt, distilled alcohol, wine and sake);

CNMI

2) License & Fees:
a) Amusement machine (non-gambling and poker
machines):

b) Other Licenses & Fees (business, vehicle, operator,
admiralty & maritime fees, weapons fee, corporation
fees, buillding safety code fees, passport fees,
miscellaneous licenses & fees);

3) Charges for Services (hospital, indirect
cost reimbursement, CIQ, misc charges for services);

4) Other Revenue (interest income: business privilege fee,
loftery commission, miscellaneous)
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CNMI

The Revenue Report
- Includes:
a) Actual Revenues collected in two prior fiscal
years;
b) Original estimated for FY 2011;
c) Revised Estimated Revenue, if any;
d) Period of Actual collected (e.g. 12 mos.
Actudl);
e) FY 2012 estimated Revenue

-

CNMI

2012 Activity Sources

3 E _Othar Rewnue
Chargos for SeMICes
——

&
raes ——
o
-
/!

;
;
Other Taxes
248

/-Busmtss Cross Raverwse
Tax

i¥A

INCoenR | AXEs e
o e —

-




Island Government Finance Officers’ Association (IGFOA)

CNMI

How often are budget vs. actuals reported?
- reports are compiled on a quarterly basis

Which Department prepares the reports?
Department of Finance

Who receives the report?

- Governor
- Presiding Officers of the Legislature

CNMI

» Does the financial management act allow or require a
reduction in the expenditure budget in line with actual
collections of revenues? YES

1) if variance is more than $200.000 or 3% of the
revenue estimates.
a) SOF informs Governor
b) Governor informs Legislature
-within 15 calendar days
-propose one of four measures:
1) to reduce the reserve for the fiscal year;

2) rescission:

3) defenal
4) proportionate reduction across the board;
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APPENDIX E - CHUUK STATUS REPORT

GhuuksStatePerformance
| Measures

December 2011

PEREFORMANCE*MEASURES ON:

TRAVEL ADVANCES
= AND
EMPLOYEE TRAINING IN FINANCE
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TRAVEL ADVANCE

B=PRINIT DETAIL REPORT ON TRAVEL ADV
S IDENTIFY DECEASED AND TERMINATED
TRAVELERS
- SENT NOTICE TO TRAVELERS,
GIVE DEADLINES AND OBSERVE

Jiravel advances,

| $600,00000

$500,000.00

$400,000.00
x ‘ $300,000.00
$200,000.00
$100,000.00

S_

$(100,000.00) -

${200,000.00)

W Seriesl

W Series?2
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LER DURING THIS MONTH (CONFERENCES AND

RSO BY ADDING A LINE ITEM OF $.01 TO OFFSET
.“G)UNT 10 BE CREATED IN A/R

GOAL/ DECEMBER IS NOT OVER YET, AS OF NOW

S==TRAVEL PEOPLE CONTINUE WORKING ON THEIR

ACTION PLAN TO REDUCE TRAVEL ADVANCE BY THE
END OF DEC. WE'LL REACH OUR GOAL.

WITHIN FINANCE
- CREATE POLICIES & PROCEDURES
- TRAIN
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Employee traininge

B Seriesd
B Series2

" N .

Total No. AUG SEP OCT NOV Dec
Employees

Total
Trained

TRACTS CALCULATION, PROGRESS PMT,
_.VBILIZATION & EMPLOYEES)
- P,AYROLL FILING OF ALLOTMENT, UPDATING ACTION
" FORMS & UPDATING SYSTEM (4 EMPLOYEES)
PROCUREMENT — FIXED ASSET MAINTENANCE, (4)
BY DOING ALL THESE WE ARE STRENGHTENING OUR
INTERNAL CONTROL & TO AVOID REOCCURANCE OF
FINDINGS
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APPENDIX F - GUAM STATUS REPORT

¢ 2009
— Ungqualified “clean” opinion__
. Queqf\ ed (\f"tf‘:‘:
* Findingsi 10}

2010

¥~ Unqualified “clean” opinign

* Questioned Cost - $3,734 due to Eligibility
* Findig S.F . -
o T . S
* New Finding = Significant PC.s 7— 8 months year end.

* Customs & Quarantine — misSsing gap in invoices nos.
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FY2010 i85 % g
” FY2009 S 0.0 milli
FY2008  $ 1.9 millioh
*SEY2007 S 2.8 million

TA's Processed VS TA's Cleared

1. 1100.500

wper har gar
vl Lo i
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e A

omparison

FY2009 and Prios FY2010

k% | \,

Travel Clearance

Expenditures
N
Drawdowns

Indirect Cost

About 46% of the Grants are closed and submitted in a timely manner for FY2010
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FEDERAL GRANTS BRANCH
FINAL FINANCIAL STATUS
REPORT CHECKLIST

State And Local
Department/Agenc

’ irect Cost Ag)ég ené} ":\\.
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APPENDIX G - POHNPEI STATUS REPORT

POHNPEI STATE GOVERNMENT

IGFOA- DECEMBER 2011

Pohnpei State Performance Measurement Plan

Task & Targee wWhowall Howisit How often st wWaogetstme |5 a corective wWhyisthe
maasurs ity messrad? measurags measurameant achon plan Messure
Daginningand | report? neadedto important?
endng reach the
syl Largwl?
catos
Reduceioned Asst Chief of % teducedly Beginningand | Director of Yos. Follow To ensurethat
Uaved advance | Finance Quarie sridngof sach | DOTA andunplemsnt | Biebaveles
balance by 25% Guanter the provisions are complying
Dy FY 2012 o FMR with the FMR
Provided hours | Asst Chisfof #of traning Everyend of Director of Yes. Ensure To assess if the
of yENIng pwr Finandce hours themonth DOTA ththeright VPO s arv
month toSline conductad par rainingis provided with
SUPRIVISOrs by month provided properwraining
Sep 2012
Complstebank | Chief of mof daysspent | Evaryenaot Owréctor of Yas. Ensure Toensurethat
reconcilishons Hinance (trom recespt 10 themonth DOIA thatihe sccurete
within 30 days completion) assigned financial
of recepang the employes is infarmation are
Lusn & slatearient e wring the proviched on a
by September taskon 2 omety manner
201 requiar basis
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Travel Advance

300.000

250,000

200.000

150,000

100,000

50,000 N

FY2007

FY2008

FY2009

FY2010

FY2011

Pohnpei State Performance Measurement Plan

Tosk & Target | Whowll Howisa How oftanist | Whoogsatsthe ISacomective | Whnyisthe
maasure i1 measyred? massarad? meaasurement | achaon plan MAASIre
Begnningand | mpont? nasdadto smpartant?
ending reach the
MU Wi tlarget?
aates.
Redhcs tota Asst Chisfof | %raducadlhy | Baginningand | Dwertarof Yas Follow Toansurathat
traesl advance | Einanca QArter endingof aach | DOTA andimplemant | the travalers
balance by quarter theprovisions | are complying
25%y FY  FVR with the FVR.
2012
Mrowvida 4 Asst Chistof | #cf training Evary end ot Dhractor of Yas Ensura To assass
hanrsof Financa hours thamanth DAOTA thattha nght tha armployass
training per conaycted per trainingis ara provided
month to Sline month provided with proper
supervisurs by baning
Sop 2012
Corplete enk | Chivf of Aol Says spant | Every endof Dywctorof Yos Ensure Townsuivtha
teconuifiations | Finance (hormrecepilo | the month DOTA thet the wocurale
within 30 days compietion) Fssigned financig
of rocotvingtho emplovoe|s NTOMao0N oo
tankstatement perfamingthe | provigedon a
by September taskon a tmely manner
2011 regularhasis
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Training

» 55employees were sent in June, 29 in July and 3 in August.

» Employees were trained in the areasffields of financial management,
accounting and auditing, grants management, court management. computer
Iiteracy, energy efficiency, safety and security and solid waste management.

» Employees were trained at the College of Micronesia and off- island

venues.

Pohnpei State Performance Measurement Plan

Task & Target Wihowill Howisi Howoften Isit | Whogeisthe 16 @ corrective | Whyisthe
ma3asuran? measureg? magsured? measyrement | action plan measure
Beoinningand | report? neesedio important?
endng reach the
measurameant targat?
dates
Reducatotal Asst Chief of % reducedby Baginningand | Directorof Yes Follow Toensurathat
travel adeance | Finance quarnter endngofeach | DOTA andimplement | the trawvelers
Dalan s by G et hepeovisons | awcomplying
5% by FY of VR with the FMR
012
Frovide 4 Asst Chisf of #of baning Every anvd of Durecios of Yes. Ensure To assess il the
hours of Financs hours themonth DOTA thatthe right amployess arg
waining por concucted por vaningis ProvIGas wim
mont toSline montn prowideq. proper raining
SURENASONS by
Rep 2012
Complate bank | Cruef of wot days spant | Every endof Diractor of Yes Ensura Toensurathat
aconclishons | Financa (from racespe tn | thAmanth DOTA thatthe ACCLTANS
within 30 days complebon ) assigned financial
of eceivingthe employeeis information are
Lank slgement perfamingiie | providedon @
Uy Soplembor 1askona Umcly mannor
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Bank Reconciliation
(Number of Days Reconciliation is Completed After Receipt)

~150 T
A
Xx}@% 4 ~302
10 i, 5 R’)\&Q p—— =

— General Fund — Payroll

| Pohnpei State Government

Audit Results
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Type of Audit Report Issued

Financial Compliance for  Low-risk Auditee per
Audit Year Statements Major Programs OMB Circular A-133
FY2001 Qualified Qualified No
FY2002 Qualified Qualified No
FY2003 Qualified Qualified No
FY2004 Qualified Qualified No
FY2005 Unqualified Qualified No
FY2006 Unqualified Qualified No
FY2007 Unqualified Qualified No
FY2008 Unqualified Unqualified No
FY2009 Unqgualfied Unqualified No
FY2010 Unqualified Unqualified Yes

Number of Days Financial Statements were Released
Before (After) the Due Date
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Number of Audit Findings

1,200,000

Total Questioned Cost

1,000,000
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APPENDIX H - USVI STATUS REPORT

Finance Office Performance

Measures

Presentation to Island Government
Finance Officers’ Association (IGFOA)

Valdamier O. Collens & Stephanie Thomas
Department of Finance and Office of Management and Budget
December 6, 2011
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" JEE—
Current Situation

The Depa of Fin requires y fo submit reimbursement for travel advances within ten (10)
Mhmdnynwonnmmwnntmm Although policies and procedures have been properly
comm to depa ts and aganciles, the p criterion used fo evaluate

Jii Is a lack of tim lines hsuhnklhpnhnhwscmmu.

>

Criterion Responsibility Status

Number of Days to Process
Travel Advance

Raimbursemants Departments & Agencies

Number of Days to Process
Travel Advance Department of Finance

Finance Office Pardormance Measuras Dacamber 6, 2011

* S
Transaction Analysis

Dur'lonYﬂ the Department of Finance processed approximately 83,000 regular invoice and travel expense
which incinded 1,300 travel advance transactions.

= YO Invosees & Travel Esporse
Traraoctions

il

Ot Mev Oet lan Bh Mar. Aot May use Iy A Sl

t

Finance Office Pardormance Measuras - Dacamber 6, 2011
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" JEE
Dollar Value Analysis

Dur'lngFVﬂ the Department of Finance processed approximately $383IM of reguler invoice and fravel

P tions, which d $6M In travel expenses and $1.6M in travel advances.
$60.000 000
$50.000.000
540000000 |
® Tot bvoices & Trave’ Expense (5]
$30000000 +—— ® Tot. Trave! Expenses (5)
» Tot. Travel Advances {5}
$20000000 +
510000000
s A - - - B B

Oct. Mew. Dec. Jan. Feb. Mar. Apr. May June luly Aug Sept

Finance Office Pardormance Measuras

Dacamber 6, 2011

* S
Dollar Value Analysis (Cont’d)

During FY11, the Department of Finance processed approximately $1.5M of travel advances, however only
$17K was submitted (i istontly) in travel ach raimbursements.

$230000 -

$200,000 +

$150000 -+
W Tot. Travel Advances ($)

$100.000 B Tot. Travel Advances Reimb. (S)
- l ll[
0 A B N K. . - -

Oct. Nov. Oec Jan, Feb. Mar. Ape. May June hdy Aug. Sept

Finance Office Pardormance Measuras

Dacamber 6, 2011
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Key Takeaways
an invoice within an average of 4 days and travel advancos

wumnm ovmgoo! zay;. dopmmmmdoomdu take 36 days on average fo process fravel advance
reimbursements,

0 -~

o -

® Days 10 Process Aegular inviscey
- Days 30 Procwss Traved Advmoces
# Dargs 10 Procest Traved Seimis

0 + - . -

m s

N I I I

Oct, Nes. Dec  lan feb Mar. Ape. My o Iy Mg e

Finance Office Perlormance Measuras i Dacamber 6, 2011

ERP System - Quarterly Training Regimen

Employess directly responsible for performing the Finance function are required fo invest 8 hours of
" diate and adh d ERP system training on a quarterly basis. During FY'11, most Division leaders
ensured that 50% of thelr employees were trained on the ERP systom,

Numberof| Finance ERP Quarterly Training ru
Division Employees| Function | 2ndQtr| % | 3rdQtr | % | &thQu | % Totals
Comrnissioner's Office 11 4 2 S0% 2 0% 2 % S0
Treasury 17 12 6 0% 6 0% 6 0% 5%
Accounting 18 15 12 80% 12 80% 12 0% 8%
Financial Reporting 6 4 A 100% 4 100% 4 100% 100%
Payroll 11 11 11 100% 11 100% 11 1008 1005
MS 10 7 2 205 2% 2 2% 29%|
Totals 73 53 37 68% 37 68% 37 68% 68%

Finance Office Perlormance Measuras Dacamber 6, 2011
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APPENDIX | - FSMNG STATUS REPORT

FSM National Government

IGFOA
December 6-8, 2011

-_ 0
Status of Single Audit/GASB 54

November 16. 2011

Prelimmary Closing TB (As of September)
Detail Transaction Report

Payroll Detail Report by pay period

Pavroll Register

SEFA

Fund Status Report (Revenue & Expense)
Dec 02. 2011

= All Bank Reconcihiation

» Copics of FY11 Public Laws
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Performance Measures

0 Travel Advance
= Total Disbursed by fiscal year vs. total filed

Status 2009 | 2010 | 2011 2012 Total
Total TA 2775 2990 [2793 |378 9370
Total Filed |1610 |2461 {2376 137 6607
% Filed 38% | 82% |83% 36% 71%

Travel Advance

3000

2500+ —

2000 {

1500 ' |ATotal TA's
H Total Filed

1000+
5007

2009 2010 2011 2012
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—————————————
Staff Training

O To enhance/improve existing skills to ensure
accountability and improve cfficiency

O Target

» Relevant staff trained in basic accounting

m 23 staff
o APIPA—2
o Management Training---8

—————————————
Staff Training

O Barriers
»  Understalled
= Budget
= Motivation

0 Salary Freeze

o Cannot pay time and half
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Average Turnaround Time

Total Number received and logged for
Miscellancous Request Pavments. Payments
against Obligations and Purchase
Requisitions-FY'1 |
m 14913

0 64%0(9.545) could be tracked in the FMIS

Average Turnaround Time

o Net 30 days

Average Turnaround Time
90 - |

80  F. c == Pymt Against Oblig
-&-Miscellansous Request
Purchase Requisition

Days
o
o
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Budget (Policies and Practices)

FSMé‘ , TITLE 585. GOVERNMENT FINANCE & CONTRACTS

Chapter 1: Budget Procedures § 104. Balanced budget.

ODoooo

(1) Based onall available nformation. the Congress shall adopta
resolutionsetting forth the total funds estimatedto be available for
appropnation from the General Fund and any special funds of the
I\}ulmual Treaswy dunng the ensumg hiscal year. The Congress may from
time to time adopt resolnfions revising the amonnt estiimatedto be
available for appropriation based on the most recent information

(2) Total appropriations for a fiscal year shall not exceed the amount
embodied m the resolutionreterred to m subsection(1 ) of this section.

Source: PL2-17 8 4

Budget (Policies and Practices

0 Collaboration among Departments
» Finance

= SBOC
» Department of Justice
= NORMA

m  Other agencies (1.e. postal services)
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Budget (Policies and Practices)

O 4 Regular Congressional Sessions (Quarterly)
O Special Scssions

» 10 days prior to congressional sessions

» Fmance and SBOC

Budget (Policies and Practices)

O Reports are provided to
» President
= Speaker
As required by law
Copies
Chairman of Wavs and Means
Various Executive Departments
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Budget (Policies and Practices)

§ 105, Supplensental o1 deficdency appropriations and rescdssions.

(1) The Pressdent shall transomt to Congress such proposed supplemental or deficiency
appropraations as may be pecessary on account of laws enacted after the transiission of the
annual budget or which are otherwise in the public interest. He shall accompany such

roposals with a statement of the reasons therefor, mcludmg the reasons for thear onussion
from the annual budaet. Whenever such proposed supplemental or deficiency appropration
wonld create a deficit for the Genernl Fund or any specific find of the National Treasury.
the Presedent shall make recommendations as to how such deficit 15 to be met

0

(2) The Presedent from time to time may transnut to Congress proposed rescissions to
cancel budeetary authonty previously provaded by the Congress These proposals may be
accepted m whole or in part by passage of a rescission bill by the Congress.

Source: PL2-I7§5

5% : The statutory provisions on the Executive are found i title 2 of this
code The statutory provisions on the Legisiative are found m title 3 of this code
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APPENDIX J - ASG STATUS REPORT

KRN Governament Fmance Utficens’ Astociation Meeting
Docembir 6 8, 2011
ASG Treasury Paysbles improvement Process
ASO Treauiry Days-To-Pay Anabpbs

Periormanc w Meawure Marp-11 luer11 h-11 Aug-11 Sep-i1 Oxt-11 Now-11 Average
tivelces Paid In 30 Days o1 L ess At B3N 33% . . % 33% 51% ©
Tirveless Paed In 31 10 60 Uays 18% a1 o oy o L 0% . ®
Tnveices Paid in Grester Than 60 Days 0% i 3% 2 2% JE 5 a1, a7 ®
N ——
Jon 4 — it
R s
[ e — ot
el ) N ! Parles 100
| T - mvecties Pasl e o
R ;;:" - Less
- =) *ﬂ Ievehces Pabd i 2500 50 Days
ik \‘ ) o b e : O imevices Pasl o Greder Thas
" - bg ! 2 Days
nid =y g A
[T TS e = 8
2k __e
1" Aot e
U g e
W' x
11

Note: Graduats School Purchasing snd Payable Procens Reddew found an average vwalt Sime of 33 days for
processing of pugabibes Som bdos date to date of Silunsomet Cuntetly, 79 potoeet of o eokos we (il
on wverage with 68 days, and approeimately SO per cant pald with 20 days

ASG's Inhzrim goal 5 to complete procassng of ol involces wimh §0 duys

A5G's final goal |s complete processing of all involces within 30 days

ASG Treasary Payables ingroverent Process

Quick Paynsent Ovcder [OPO) versus Purchase Qrder (PO) Snalyds
PrefOriand & Meawes May-11 A1 nik-1y

aug-11 11 =11 N1 Average
Paicantags PO Paymenn ™ " % (P2 5, o, "W 10 &
Petcentaqge QPO Paynvests * FUN b3 o8 FE N 12 FLL N 1" o

‘Percentage FO
Paymants
B Fercentage O8O0
Fayments

Nete: Graduate School Purchaszing and Payable Process Review identified sbusive practices relsted tothe
QPO inabech OPO's veere uied to cie cummvent the fosmal procuremerd process, The review found that
OF0's compurised 7 percant of all pusrchaces processad and 47 percent of total dollar prarchiaces

ASGs Tongtarm @030 15 not 80 achieva 3 particular mils of GRO7S 10 PO's, but rathir 10 ansara That the proper
PrOCUramast mathod i5 wsed 14y 3 ghoen purchara

Carrertly, ©PO's comprine about 55 percent of all purthases processed on average and apgrocimately 8

88



Island Government Finance Officers’ Association (IGFOA)

ASG [reatury Payables IMpeove ment Frocess

Quick Payment Order {QPO) versus Purchase Order (PO) Analysis
Parformance Maxure

May-11 Jumall Jul-t1 Aug.ll Sap-ll Octa1l Movall
Parcertage PO's Processed % ars W % a8 20% 7
Percortage OPO's Processed ST si% = s seh 0% ¥

s$O%Y ™

7058 T ASG TREASURY

aom b — DAYS-TO-PAY ANALYSIS|

I FEDERAL GRANTS
s
0% 1 Percentage PO's
- : - — : - Processed
30% 1" Dl AN S5 .
3 1 ) ¥ Percentage QPO's
20% 17 Processed
1084
%o

Average

5%




Island Government Finance Officers’ Association (IGFOA)

APPENDIX K-1 - KOSRAE AUDIT STATUS REPORT

adet Beoults THeasanement .

90
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APPENDIX K-2 - KOSRAE GASB 54 STATUS REPORT

~

s ASB 54

» Ide nlllu »d the prnpvr fund str

#» Delermined thal the spending prierilizalior
follows:
> Beslricled amount would be speal Lusk: and Lhen
» Unrestricted amount in the following order which is the same as
the default policy:
» Commiitted;

» Assigned and
# Unassigned

AR r '.--,’::,.,.,‘,'\:.1 TG~ ‘IO’JJ (J‘-‘
» Committed fur a| -

93
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‘o the highest‘deds{on A

» Encumbrances resulting from issuance of purchase
orders, contracts and other obligating documents as a
result of normal purchasing activities approved by
the appropriale officials are classified as assigned.

KSG has not adopted the Stabilization Arrangements
and the Minimum fund balance policy.

Speaal Revemle Funds

Capital Projects Fund
Debt Service Funds
Permanent Funds




Island Government Finance Officers’ Association (IGFOA)

. \..\ Desktop\ 2011 dec igfoa\ KSG IGFOA
Presenlalion\ KSGGASB 54 _Fnl.pd!(

- Ahal 8
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APPENDIX K-3 - KOSRAE PERFORMANCE MEASURES STATUS REPORT

Performance
Measurements/Tasks

*Transaction Processing-
*Financial Reportmg—

96
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Transaction Processing

* 100% completion of monthly bank
reconciliation

* 100% completion of quarteriyreConciain
of receivables over 120 daySold

BANK RECONCILITION AFTER END OF
MONTH

SECTORGENERAL
SECTORFR
GENERAL

. :GENERALPR:

ALUGLST

SEFTEMBER'1]
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QUARTERLY RECIEVABLES RECON ON END
OF MONTH

TRAVEL
ADVANCE

VENDOR
ADVANCES

FINANCIAL REPORTING

*# of Days Departments received financial réeport
aller quarter end
‘Percentage of Departments received financial
reporls on lime
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# of Days to report after Qtr Ending Date

*BOATALSTATE LLOLALATLIN

KON ST AT Lol

x>

Number of Days

Quarters

Iercentage of Department Received Financial Report of
Time

2l TR Jd QIR
Quarier
INT RECEIVED REPORT 5 DAYS ARTHROE
VT RECEIVEREPORT'SS DAYS
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Staff Development

BA Program- 1 staff will be completing BA in
accounting by May 2012

1 staff mm})]vl_vd ELDP 2011 and graduated
on May 2011

Staffs have been attending iraining
conlerences both to earn CPE Hours ang o
gel hands-on training on accountng

No complele dala colleclion o siaiie
hours but will be provided

In-house lminin{ has been done bul ne

= ]
formally schedule.

Human Resources

GOAL:100% of staff to receive jobappraisal

AFPPRAISED,

28%

NI
APPRAISELD,

2%

SSTAFF OUT OF 18 TOTAL GOT OB APPRAB&}SJ
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Process Documentation

* Prior documentations had been collegteds
 Currently under review and up__, ales
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APPENDIX L - GASB STANDARDS UPDATE

GASB Update: The hits just
keep on coming...

Presented by Frank Crawford, CPA
President, Crawford & Associates, P.C.,
www.crawfordcpas.com
frank:e' crawfordcpas.com
Twitter @fcrawfordcpa

\;

& ASSOCIATES o]

What's been
happening lately?

102
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Recent Final Documents

* Statement 539 —Investment Omnibus

* Statement 60 —Service Concession Arrangements

» Statement 61 —Reporting Entity Omnibus

* Statement 62— Pre-89 FASB and AICPA Pronouncements

* Statement 63— Financial Reporting of Deferred Outflows
of Resources, Deferred Inflows of Resources, and Net
Position

* Statement 64 —Derivative Instruments: Application of
Hedge Accounting Termination Provisions (amends Stmt
53)

* Suggested Guidelines for Voluntary Reporting, Service
Effortsand Accomplishments

Due Process Documents

*Exposure Drafts
*Pension Accounting and Financial
Reporting by Employers
» Technical Corrections

*Deferred Inflows and Outflow Recognition
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Where Are They Now?

- L

Effective Dates —Sept 30

Se pt. nber 30, 2011
°’mf~m¢-n’r 54— Fl ind Balance and Governmenial FundType
Definitions
Statement 59—Fnancial Instruments Omnibus
September 30, 2012
statement 57—OFPEB Measurements by Agent Em J|’..>‘,t:l' and

Arxar.’rrmlhnlmEmpln /er Plans—pron fmﬂnsrolmf dato the
frequency and fiming of measurements [paragraph 8)

5 Statement éd—Derivative Instruments: Termination Provisions
Septemiber 30, 2012
Statement ‘"—D-?»—lr-—dInﬂc--.f.r' /Outflows and Met Position
Sr:—pirlml:w:r 30, 2013—
o State --m‘ou—-u: :-:'unhrﬂ and Financial Reporting for Service
Cancession Arangeme

Staternent 6 1—lhe Hnum ml Reporting Entity. Ommnibus (an
amendmeant of GASB Statements No. “14 and No. 34)

» Statement 62—C ?dm' ation of Accounting rm’i Financial
Reporiing Guidance Contained in Pre-November 30,1989 FASB
and AICPA Pronouncements

- L4
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GASB Statement 60

Accounting and Financial
Reporting for Service Concession
Arrangements

s | v Governmental
Accounting Standards Series

Issued ,
November 2010 Govermmgnal Acoogieg
Effective for periods Accounteng ana Fiancal Rogering b

beginning after
December 15, 2011

Service Concesson Arngements

FNGASE

GOVERNMENTAL ACCOUNTING STANDARDS BOARD

-
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Accounting and Financial Reporting
For Service Concession Arrangements

What is a service concession arrangement?
<Public-private or public-public partnership
«An arrangementhetween a transferor (a government) and an operator (governmental or
nongovernmental jin which:
1) the transferor conveys to an operator the right and related obligation to provide
servicesthrough the use of infrastructure or another public asset(“a facility”)
2) lhe operator collects and is compensaled by fees from third parlies
3) the transferoris entitled to significantinterestin the service utility of the facility at the
end of the arrangement(a residual interest)
4) Thetransferor determines or has the ability to modify or approve:
=  What services the operator is required to provide
=  Towhom the services willbe provided
=  Thepricesor rates that will be charged

- .y

Examples of SCA’s

» Toll roads

+ Airports

= H'f)ﬂ[‘.lif\"lk

« Prisons

« Cily swimming pools

« Golf courses

- LI
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GASB Statement 61

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

- el

Project Objectives
Determine whether the standards for defining and
presenting the financial reporting entity in
Statement 14, as amended:;

5 Include the organizations that should be Included

> Exclude organizations that should not be included
Display and disclase the financial data of component
unifs in the most appropriate and useful manner

> Are consistent with the current conceptual framework

Amends Statement 14 and Statement 34 to better
meet user needs and to address reportingissues

that have arisen since thelr issuance

- °12
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GASB Statement 62

Caodification of Accounting and Financial Reporting Guidance
Contained in Pre-November 30, 1989 FASB and AICPA
Pronouncements

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

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

Overview of the Project Continued:

« Paragraph?7 of Statement No. 20, Accounting and
Financial Reporting for Proprietary Funds and Other
Governmental Entities That Use Proprietary Fund
Accounting has been superceded:

5 Allowed enterprise funds and business-type activities to apply
posl-Novernber 30, 1989 FASB Slalements and Iniferpretations
that did not conflict with or contfradict CASE pronouncements

> Cannow continue to apply but as “other accounting
litercture” in the GAAP hierarchy

» Project objective: Specifically identify applicable
provisionsin FASB Statements and Interpretations, APB
Opinions, ARBs, and AICPA Accounting Interpretations,
and incorporate those provisionsinto the GASB's
literature

- LA

Statement No. 63

Financial Reporting of Deferred
OQutflows of Resources, Deferred
Inflows of Resources, and Net
Position

Effective date: Periods ended December 31, 2012
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Background

» Initiatedin May 2010

+ Concepts Statement 4 identifies S elements that
make up a statement of financial position:

Definitions

+ Deferred outflows of resources
A consumption of net assets by the government thatis
applicable to a future reporting period
> Has ¢ positive effect on net position. similar to assets
+ Deferredinflows of resources
An acguisition of net assets by the government thatis
applicable to a (ulure reparting period
— Has a negative eftecton net paosition, similar 1o liabilities
* Net position
Theresidual of all elements presentedin a statement of
financial position
= asseis + defered outflows - liabilifies — defemred inflows

- LR
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Proposed Provisions

« Deferred outflows should be reported in a
separate -;Jmn following assets

 Similarly, deferred inflows should be reported
iNn a separate section follov ving liabilifies

« Net Position components resemble net asset
components under Statement 34, but
include the effects of deferred outflows and
ir—h—rred mfl OWS

« Governmental funds continue to report fun
balance

Disclosures

* Provide details of different types of deferred
amounts if components of the total deferred
amounts are obscured by aagregation on the face
of the statement

» Ifthe amount reported for a component of net
posifionis significantly affected by deferred inflows
or outflows- provide an explanation in the notes
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Deferrals (so far)

Staterment 5 »‘A\C?C'C"J!'lﬁl')(;] and Financial Reporting
for Deri*-.«oﬂ--.relr\ fruments

+ Statement 60— Service Concession Arrangements

« Pensions - differences between assumptions/

estimates and actuagl results

= 2

Sustement of Het Position

Prira 1y Govermemes

GCovernmental Dusincas-type Component
& trsirims Arivities Toral linkte
ASSETS
Cast andd coa BV alencs s
Invesments

Setvotve nstument—olc awos

S momties (rwe )

IMeny eaanz el

v enDoes

Bouty Hiewt n oot ventue

Copoin smawin
LA TOTVeMeni And ARG S50 N oSN
Oeheccactnl Macts netof Sepotaton

TOWI £ AN AANS i Tae TEm
Towl sssens 29603850
DEFERRED QUIFLOWS
Ascumuianed Sot sae 0 Y vOUC ST HCOING SETratNes — $127.320 127520 —
LIADILITICS
TS IRITEN CRINTLA N AT T RN AT TAW N LA LR A SSA v\ AON X\
Az ontes Mo 30Dy 435 200 1,333 569 Zan
Formav somrest TR0 12T
Long tam laDatet
Dwe vwithin ong yeor 44004 12208 T4 R0
Tham 10 e Shan rws e Td 4AD 7N 1 A8 ¢ J7 10A 1%
Towl obites TRESE 67 1) 'Cn ™" W0 ITE03
DRFRRRED INFLOWS
At uvuiaied g ©a9¢ N B oL 2ENSEoNg JeTVOtved 1040 483 — T 040 S22 -

NETY POSITION
Hetinvesimest N cagty asses OB T 1. 388 TEOS 5T 182 TE8 A0 15808 332
Asmounis Destresed for

Trommcurimton med putic noks 0 484 TSY

= 10w R
HEUNg A COomrarsty (miel Mo AASS A0
Crecpucees t483 N7 402 443
UPVIALA 1S SMEUN (Defe E) 1% S&7 18%) 2 = IO
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Related Project on the currentagenda -

Identifying Deferralsin the Current Standards

« Concepts Statement 4 provides that recognition of
deferrals should be limited to those instances
specifically identified by GASB

* The Board added a project to identify deferrals (ex.
deferred revenue, prepaid expenses) that would be
subject to requirements of this proposed statement.

Other Projects in Process

« Pension Accounting and Reporting (ED)

+ Conceptudl Framework - Recognition and
Measurement (PV)

« Fiscal Sustainability (PV later this year)

« Economic Condition Reporting: Fiscal Sustainability

« Govermnment Combinations

- .24
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Questions2e?
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APPENDIX M - GASB 54 UPDATE

GASB 54 Update: The deadline
is approaching...

Prepared and Presented by Frank Crawford, CPA
Crawford & Associates, P
www.crawfordcpas.com

frank@crawfordcpas.com

witter: @fcrawfordcpa

2 (1)
g &
ASSOCIATES

NOIMVID

L]
o3

a0

L.et's refresh what we know

* Definitions of new fund balance classifications
* Definitions of governmental fund types
* Case study questions and answers

* Review of recent GASB questions and answers via
the GASB’s Comprehensive Implementation Guide

(2)

* Insular government examples of progress to date

115
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Nonspendable Fund Balance

* Not in spendable form, such as
* Inventory

* Long-term receivables (unless the proceeds
are restricted, committed, or assigned)

* Legally or contractually required to be
maintained intact

* Corpus of a permanent fund

Restricted Fund Balance

+ Same definition as for net assets in Statement 34
(as amended by Statement 46)—amounts
constrained to being used for a specific purpose
by either

* External parties, or
* Constitutional provisions, or

* Enabling legislation
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Committed Fund Balance

* Constraint on use imposed by the government
itself, using its highest level of decision making
authority

+ Constraint can be removed or changed only by
taking the same action

* Action to constrain resources should occur prior
to end of fiscal year, though the exact amount
may be determined subsequently

Assigned Fund Balance

= Amounts intended to be used for specific purposes
* Intentis expressed by
* The governing body

* A body (budget or finance committee) or official
authorized by the governing body
* Any residual amounts in governmental funds other
than the general fund are considered assigned
* This is also where you would classify an
appropriation of existing fund balance to help
balance next year’s budget
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Unassigned Fund Balance

* Available for any purpose

* Reported only in the general fund, except in cases
of negative fund balance

* Negative balances in other governmental funds
are reported as unassigned

Specific purpose detailsdisplayed
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Special Revenue Funds

Statement 54 Definition:

Special revenue funds are used to account for and
report the proceeds of specific revenue sources
that are restricted or committed to expenditure for
specified purposes other than debt service or
capital projects. The term “proceeds of specific
revenue sources” establishes that one or more
specific restricted or committed revenues should
be the foundation for a special revenue fund.

(2]

Special Revenue Funds

* Report specific revenue sources restricted or
committed to specified purposes other than debt
service and capital projects

* Restricted or committed specific revenue sources
should comprise substantial portion of fund’s
resources, but fund also may include other
restricted, committed, and assigned resources

* Disclosure: purpose of each major special revenue

fund and each revenue source or other resources
reported in each

(0]
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Capital Projects & Debt Service Funds

« Text made consistent with other definitions

« Capital projects fund definition is more reflective
of current practice

* Highlighted that debt service funds are required
when
* Legally mandated

* Financial resources are being accumulated for
principal and interest payments maturing in
future years

Capital Projects Funds

Statement 54 Definition:

Capital projects funds are used to account for

and report financial resources that are

restricted, committed, or assigned to

expenditure for capital outlays, including the
acquisition or construction of capital facilities

and other capital assets. Capital projects funds

exclude those types of capital related outflows
financed by proprietary funds or for assets that

will be held in trust for individuals, private
organizations, or other governments. [ 12 ]
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Debt Service Funds

Statement 54 Definition:

*  Debt service funds are used to account for and
report financial resources that are restricted,
committed, or assigned to expenditure for
principal and interest.

Fund Balance Classification:
Case Study

- The Island Government of ABC's general fund has three
distinct purposes for which resources are constrained:

+ Maintenance and operation of the Island Beach and Dock
Area

- Maintenance and operation of the Island Golf Course

« Maintenance and operation of Island Parks and
Playgrounds and related programs
+ Determine which fund balance classification is impacted
by each of the following circumslances:

« Legislation is the formal action of the highest level of
decision-making authonty

« The Governor is authorized to create assignments of [ - ]
resources
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Restricted, Committed, Assigned, or
Unassigned?

« Legislation is issued relative to the general fund’s gross
receipts tax, and it states that 25% of the proceeds from
the tax will now be used for specific purposes:

« 15% for the beaches and dock area
- 5% for the golf course
« 5% for the parks and playgrounds and related programs

Committed. The allocation of the tax is created by
legislation and can only be repealed by legislation.

Restricted, Committed, Assigned, or
Unassigned?

+ The proceeds from the remainder of the gross receipts tax
(75%) may be used for the general operations of the
government:

Unassigned. This portion of the tax that is not constrained
for a specific purpose more narrow than the general
purpose of the government.
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Restricted, Committed, Assigned, or
Unassigned?

 Per government policy as established by the Governor,

revenues from beach permits, greens fees and programs
held at the parks and playgrounds are to be used to fund
the costs of the related activities.

Assigned. The use constraint is based solely on policy.
Amounts could be used for other purposes without formal
action of highest level of decision-making authority.

(=)

Restricted, Committed, Assigned, or
Unassigned?

+ The government receives a $500K grant from
the Professional Golfers Tour (PGT) required
to be used to defray the costs of operating
the golf course through a PGT program to
support urban area public golf courses.

Restricted. The constraint on the use of the grant funds is
imposed by the external grantor (the PGT).

(2]
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Restricted, Committed, Assigned, or
Unassigned?

* Last year, the government passed legislation establishing a flat
$500 annual assessment on resident boat owners effective for
the current year. The legislation specifies that use of the
assessments are limited to the maintenance and operation of
the dock area at the Island beach.

Restricted. Because the legislation establishing the assessment
specifies a limitation on the use of the proceeds, the legislation
is considered enabling legislation.

Restricted, Committed, Assigned, or
Unassigned?

« To satisfy constituent concerns, the
government passed legislation during the
fiscal year dedicating $1 million of fund
balance for clean-up and minor improvements
to be made to the government’s three park
areas.

Committed. The dedication of fund balance was created
through formal action of the governments highest level of
decision-making authority and would require similar action

to be abolished. [ 20 ]
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Restricted, Committed, Assigned, or
Unassigned?

+ As part of the adoption of next year's budget, the
government appropriated $2 million of existing fund
balance to eliminate an excess of expected expenditures
over expected revenues.

Assigned. An appropriation of existing fund balance to

eliminate a projected budgetary deficit in the subsequent

year's budget is considered an assignment because the

constraint can be eliminated without formal action of the
highest level of decision-making authority.

Questions from the guide

Q—At year end, a special revenue fund that is used to
account for specific restricted revenues includes $200 in
cash, inventory of $110, and a balance due to the general

fund of $275. How should its total fund balance of $35 be
classified?
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Questions from the guide

A—The fund should report nonspendable fund balance of
$110 and an unassigned fund balance deficit of $75.
Overexpenditure for a restricted, committed, or assigned
purpose should nol reduce nonspendable fund balance.

Questions from the guide

Q—State law requires local governments to
maintain fund balance at a level equal to at
least 8 percent of the general fund
appropriations in the preceding year to
provide for contingencies. Does that
requirement constitute a stabilization
arrangement for purposes of classifying fund
balance? If not, do the minimum fund
balance disclosure requirements in
paragraph 27 apply?

(4]
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Questions from the guide

A—The statutory requirement in this case does
not constitute a stabilization arrangement
because it does not identify specific
conditions under which the resources that
represent the minimum balance can be used.
The minimum fund balance disclosure
requirements do not apply because the
requirement is imposed upon the
government, rather than established by the
government itself. The government may,
however, be required to disclose instances of |50
noncompliance with the legal requirement.

Questions from the guide

Q—DBy exercising its highest level of decision-making
authorily, a government has established a Budgetary
Stabilization Fund and imposed a requirement that 15
percent of certain mineral rights royalties received should
be set aside to provide for budgetary imbalances. That
decision can only be reversed or modified by the
government taking the same action. The conditions
under which the resources can be used are sufficiently
prescriptive to be reported as committed fund balance.
Can the Budgetary Stabilization Fund be reported as a
special revenue fund?
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Questions from the guide

A—Yes. Because the foundation of the separate fund is a
specific revenue, it can be reported as a special revenue
fund, provided that the revenues are recognized in the
separate fund.

Questions from the guide

Q—A government establishes a special revenue fund to
account for a restricted revenue, but the fund has a
limited life expectancy. When inflows into the fund
ultimately cease, does the remaining balance in that
fund have to reported as part of the general fund?

(2]
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Questions from the guide

A—No. Provided that there are no continuing inflows into
the fund (transfers from other funds, for example), the
separate fund can continue to be reported until the
restricted resources have been used for their specified
purposes.

Questions from the guide

Q—If a governing body passes a resolution (the highest
level of decision-making authority, in this case) to
annually transfer amounts from the general fund to a
separate fund to be used for a specified purpose, do
those amounts qualify as committed revenues so that the
separate fund can be reported as a special revenue
fund?

(]
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Questions from the guide

A—No. Transfers are not revenues. The transferred-in
resources in this example do not provide the foundation of
restricted or committed revenues required for a special
revenue fund. The separale fund can, however, be
reported as a special revenue fund if there are also
substantial restricted or committed revenues recognized in
that fund.

()

Questions from the guide

Q—~Paragraph 31 states that if a fund no longer qualifies as
a special revenue fund its remaining resources should be
reported in the general fund. Can those resources,
instead be reported as part of another special revenue
fund with a similar purpose (for, example, if both funds are
transportation-related)?
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Questions from the guide

A—Yes. Resources accounted for in a separate fund that
does not meet the crileria to be reported as a special
revenue fund can be reported as part of the general fund
or as part of another fund that does meet the criteria to be
reported as a special revenue fund.

(=)

Questions from the guide

Q—Some funds that are maintained as special
revenue funds for accounting purposes do
not meet the criteria for separate reporting in
external financial statements and therefore
should be presented as part of the general
fund or a qualifying special revenue fund.
Should the budgetary information relative to
those funds be included in the general fund or
qualifying special revenue fund budgetary
comparison?

(24]
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l Questions from the guide

A—No. The information in the budgetary
comparison should be the legally adopted
budget for the general fund or major special
revenue fund. The additional revenues and
expenditures pertaining to the other funds
result from perspective differences and
should be explained in the reconciliation of
budgetary information to generally accepted
accounting principle information.

*Questions??
* Follow me on twitter!:
* fcrawfordcpa
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APPENDIX N - PERFORMETER UPDATE

2010 Performeter® and
A.F.T.E.R Analysis Update

IGFOA Conference 201 |

Graduate School

Prepared and Presented by Frank Crawford, CPA
Crawford & Associates, P.C.
www.crawlordcpas.com
frank@crawfordcpas.com

Twitter @fcrawfordcpa

L ASSOCIATES

Topics for today

» A brief review of what the Performeter
and A.F.T.E.R Analysis is (and what it is
nhot...)

» Review of factors and circumstances
contributing to the 2010 scores and
findings

» Provide an update on the most recent
Performeterscores and A.F.T.E.R findings
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A brief review...

» The Performerer measures the financial health
and success of a government using a scale that
all users (including decision makers) can
understand, 0-10, with 0 = poor, 5 =
satisfactory, and 10 = excellent

» Uses financial ratios for the evaluation

» The evaluation is only as reliable as the
information found in the annual audited
financial statements, and most relevantwhen
the information can be used in a timely manner

» Relevance and reliability are the key concepts in
accountability

A brief review...

» The A.F.T.E.R. Analysis is very simply an analysis of
the status of audit findings, the timeliness of the
submission of the audit and the resolution of
certain audit exceptions; this analysis can be used
to track a government's progress towards
eliminating its most significant findings and
exceptions, along with tracking the timeliness of
submission to the Federal Clearinghouse.
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Factors and Circumstances for 2010

» For most, the fiscal year ending September 30, 2010
was not a good year financially; for a few though, it
featured a year of recovery from lower scores in the
prior two periods

Some governments continued to decline by incurring more
expense than earning in revenue dunng the year; others
featured a combination of cost cuts and revenue

enhancements, others either issued new debts or assumed
debts of others

Pension plan woes continue for most except ASG

Spending patterns changed for most, some good, some bad

Fund balance deficits and net assets deficits increased for
some, decreased for others, with a few remaining relatively
stagnant

Factors and Circumstances for 2010

» Good news though (or bad news, depending
on how you look at it

Most governments, even when considering
component units, are receiving unqualified (clean)
opinions on their financial statements

A few are even receiving unqualified opinions on
their compliance with federal program monies
(Single audit)

A few even have no questioned costs, or very little
questioned costs
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CNMI Performetere Reading
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Performetere Reading VI
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Performetere Reading Chuuk

The 201 0 1eading of 3 .46 Indicates
that in the evaluator s opinion,
Chuuk’s overall iinancial health
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Performeter® Reading FSM
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Performeter® Reading Guam

The 2010 reacing of 1.2/ inchcates the
e-\alual?a s opinion that GovGuam's
overall financial health and

; Tormarnce declined slightly overall
Overall Reading rom the rating of the previous vear,
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and performance in the 2010 fiscal
Excellent 10 vedl.
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Performeter» Reading Kosrae

The 2010 reading of 5.33
indicates the evaluator’
?puuon Itl'tat Iklosme’ s overall
inancial health anc
Overall Readlng petformance has decreased
slightly from the previous
perniod but remains satistactory,

Excellent 1

kosrae showed slight
improvements in Unrestiicted
Net Assets, Debt to Assets, and
Guick Ratios but this
improvermnent was offset by a
decrease in the Budgetary Fund
Balance causing a shght
decrease in the overall reading
in 20010, Toral ner assets
increased by $3.8M and is
primarily attributable to the
value of donated capital assers.

"

Satisfactory
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Performeters Reading Pohnpei

The 2010 reading of 6.41
indicates the evaluator's
opinion that Pohnpei’s

Overall Reading overall financial health and
performance is considered
Excellont above satisfactory, and has
et improved overall from the
two prior periods.

The significant improvement
of this ‘ear's reading Is
primarily due to the impact
of capital assct grants. Net
\ssels and Intergenerational
Equity increased due to the
capital asset increase,
although there was a small
decline in the current and
quick ratios.,

Satisfactory
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Performetere Reading Yap

The 2010 le1clmg of 7.13
m( |calers| ” valuaror's .
inion tha OV mmnon
Overall Reading Ap'S oyerall financial
heall yand per ormarm s \\ ell
above satis acton\ althou
dedme om the previous
‘i(’llO( ye in « dl e pax} o
}e mandare o
which placed § 3 Ohlo ap s
previously unrestricte net
assetsinto a restricte
gatequl\ via a4 new permanent
mnd trust.

Excellent 1

Satisfactory

unrl slevel o

Yap chnvm ‘
l a ance on

umese
tax anc [e>t urcen
capita, an excel entci t-to-
asset ratio, and excellent
cunem and guick ratios are
the pnm 'I}IEdS ns for the
continued favorable reacding.
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Performetere Reading ASG

The 2010 reading of 5.00
imdicates the evaluaton's
opinion that the American .
i amoa Government’'s overa
Overall Reading ?illd I(alxh?lt‘dllll Ane
periormance Inchased

Excellent 10 shightly to a satisfactor,
) redding.

The currept vear reading is a
result of some ratios
Iinprn\-lnq slightly, such as
the change n net assets,
unrestricted "Fl d'S_SClS. and
pension plan funding ratio,
while others, such as th
}m ‘eserved geperal fund
halance, and the current and
8unck ratios declined.

\t‘ld". the current }c:{l
reading is consistent with
the prior periods.

Satisfactory
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Performeters Reading RMI
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Questions?

Follow me on twitter!
@fcrawfordcpa

ASSOCIATES
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APPENDIX O - HIGA RISKY BUSINESS PRESENTATION

Office of the Auditor

Island Government Fiscal
Officers Association

December 6-8, 2011

Wailea Marriott
Wailea, Maui

Office of the Auditor

Island Government Fiscal
Officers Association

December 6-8, 2011

Wailea Marriott
Wailea, Maui
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Office of the Auditor

“It’s A Risky Business Out There:
You Have It, They Want It”

Marion M. Higa
Hawai‘i State Auditor

Office of the Auditor

Introduction
What's the “it"?
Who's the “they™?
Who's the “you"?

What's your business in government?
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Office of the Auditor

Risks and Breakdowns in Internal Control

« Waipahu High School business manager: $500K
+ Elementary school secretary: $69K
+ Elementary school secretary: $13K

+ Waters of Life Charter School: multiple
shortcomings

Office of the Auditor

Risks and Breakdowns in Internal Control
(con't.)

+ Kailua High School: questionable management
and fundraising

* Prison guards: increased overtime pay
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Office of the Auditor

Internal Controls Violated/Not Complied With/
Not Established

+ Reconciliations

+ Segregation of duties

+ Policies and procedures
+ Cash management

+ Consecutive numbering

Office of the Auditor

Internal Controls Violated/Not Complied With/
Not Established (con't.)

+ Signatures

* Inventory system
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Office of the Auditor

Some Reported Causes

+ Lack of sufficient staff
+ Lack of staff training—pre-service and in-service
* Lack of supervision/supervisors

+ Insufficient infrastructure, including electronic
support

* Culture of indifference

Office of the Auditor

Some Reported Causes (con't.)

+ Lack of consequences and accountability

+ Weak tone at the top
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Office of the Auditor

What Can You Do?

Recognize the problem-—risks to “it,” “they,” "you,”
“your government business”

Identify the parts of the problem—5 W's and an H

* Who

* What
* Where
* When
- Why

* How

Office of the Auditor

What Can You Do? (con't.)

Where do you fit in any of these 5 W's and an H?

* How about the person to your right?
» The person to your left?
» The person above you? Below you?

* The point: Everyone is responsible for “it" and
reducing risk
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Office of the Auditor

The Role of Internal Controls and Audits

The right internal controls, consistently carried out
Internal audits—Sarbanes-Oxley in government?

External audits—risk assessment in audit planning

Office of the Auditor

Hawai'i Office of the Auditor
Kekuanao'a Building
465 S. King Street, Room 500
Honolulu, Hawai'i 96813

(808) 587-0800
(808) 587-0830 (FAX)
Email: Auditors2@auditor.state. hi.us
Website: www.state.hi.us/auditor
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APPENDIX P - SUMMARY OF SINGLE AUDITS

IGFOA

AUDIT IMPROVEMENT PROJECT
PROGRESS REPORT

Maut

December 2011

Changes in Audit Issues

Why is this measure important?
Findings i the categornes of reconciliation, cash management, procurement, fixed asscts
and record keeping most directly measure the operations of the hnance ollice, Although
the financial statement qualifications have decreased, the percentages of the findungs that
affect financial statements have not  This indicates that while the sevenity of the
potrntial misstatements is less, there are still problems with financial operations. The
mcrease i the percentage of reconciliation issues should be of particular concem.

Target
Zero findings in these categories

What will it take (o achieve the targels?
The finance officers must continue to concentrate on the fundamental activities of the
finance departments and rlc\'rlnp plans to address these ﬁnding\'
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Changes in AuditIssues asa % of Total Findings

—s— Reconciliation
all Insular Governments 3
—a— Cash Mgmt
o —te Procurement
—s— Fixed Assels
5% “\ —ea— Record Keeping
30% ¢
25%

15%

10%
5%

0%

Changes in Qualifications

Why is this measure important?

Targets

What will it take to achieve the targets?
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Results of Audit Improvement Project | —e— rinancial Stmt
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Condition Found

Dunmng our lesting ol cash management procedures (o venly (hat
cash drawdowns were made as close as s admumisteatively feasible
m accordance with the CMIA Treasury-State Agreement, we
noted that 10 drawdowns tested exceeded the tune requured by the
CMTA between the time payments were released and the transters
were made.

Grant 1D Amount  Type Deposit Date Pymt Date #days Excess

IN100941 §15000  INon-Payroll 10/23/2009 10/1/2009 22 18

IN100941 §265976  Payroll 11/24/2009 9/10/2009 75 75
Criteria

In accordance with 31 CHR part 205, when entines ave funded on a
reumbursement basis, program costs must be paid for by entity tunds
before reumbursement 1s requested trom the Federal Government. When
funds are advanced, reciprents must tollow procedures to mmmize

the tume elapsing between the transter of funds trom the US. Treasury
and disbursement

Condition 'ound

Federal hunds were requested before the release of the related check to
the vendor employee. In eight other mstances, the requests tor
rennbursemnent took more than 60 days to be prepared subsequent the
check release date.
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Criteria

In accordance with 31 CER part 205 and the Cash Management
Improvement Act (CMIA ) Treasury-State Agreement between the
Government of the US Viggn Islands (the Government) and the US
Departinent of Treasury m etfect dunmg fiscal year 2009, the Governunent
15 requured to use an “average clearance” hunding techmque for vendor
and payroll related costs. Under the “average clearance” tunding techique,
the Government may subnut claums for reunbursement such that the funds
are deposited. by ACH on the dollar-weighted average day of clearance,
i the Government's bank account on the fourth day following the
release of funds for vendor disbursements and for payroll related costs.

Amount Type Payment Required Actual  Excess
$ 164,419.51 Payroll/ Vendor Payments - 10/9/2008 10/13/2008 10/9/2008 4
$ 20367164 Venidor Pagments 10/6/2008 10/10/2008 10/7/2008 3
Criteria:

Article IV, Section 5(b)(2) ot the Fiscal Procedures Agreement (FPA)
states that all mftastructure projects and projects that are not funded by
Operational Grants will be pard on the basis of acerued expenditures,
provided the Government ot the Republic of the Marshall Islands
mamtans procedures to minimize the time elapsing between transter
ot hunds and their disbursement.

Recommendation:

We recommend that the Munstry ol Finance establish a formal
methodology governng the drawdown of Federal funds to muminmize
the ime elapsed between the receipt of Federal funds and the date
apphcable payments clear the bank.

Check #  Amount Deposit Date Cheeck Clrd Excess
12658 $ 141 668 02/12/10 0z2/19/10 [
72669 §57874 01/19/10 03/19/10 58

73386 §91,637 03/19/10 03/26/10 6
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Criteria:

The terms stipulated i the Cash Management Improvement Act
Agreement (CMIAA) should be followed by the grantee. Additionally,
the CAMIAA states that the CNAMII shall be hable tor interest on refunds
trom the date the refund is credited to the CNMI’s account until the
date the retund 1s debited from the CNMI's account for program
purposes. The allowable clearance pattern 1s seven days.

APVEZ Amount  Clearance Date Recept Date Excess
825988 $ 53,823 12/04/00 11/23/09 4
828936 $84.374 02/01/10 0O1/1510 10
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APPENDIX Q -- PITI TRAINING PLAN
P~ %

Graduate Sl:lllllll USA

Pacific Islands Training Initiative
Virgin Islands Training Initiative

I. PROGRAM OVERVIEW

A. Mission

The mission of the U.S. Department of the Interior’s Office of Insular Affairs (DOI/OIA) is to assist
the U.S.-affiliated islands in “developing more efficient and effective government by providing
financial and technical assistance, and help manage Federal islands relations by promoting
appropriate Federal policies”. As part of DOI/OIA’s Technical Assistance program, the International
Institute of the Graduate School USA (GS/USA) provides training and related services through the
Island Training Program (ITP) to assist the insular governments to improve the financial
management and program performance of the Pacific and Virgin Islands insular governments.

The Virgin Islands Training Initiative (VITI) and the Pacific Islands Training Initiative (PITI) programs
were established in 1991 with the GS/USA to assist DOI/OIA in fulfilling their mission by providing
training and consultative services to the U.S. Virgin Islands, American Samoa, Guam, the
Commonwealth of the Northern Mariana Islands, the Republic of the Marshall Islands, the
Federated States of Micronesia, and the Republic of Palau to assist the insular governments in
improving their financial management and program performance . The programs are designed and
delivered in a manner that complements and supports insular efforts to implement and maintain
sound financial management and program performance practices.

B. Strategic Planning and Implementation

As part of its yearly planning process the GS/USA Program Managers responsible for managing PITI-
VITI review accomplishments, develop training plans for the next year, and budget for the planned
activities. Periodically PITI-VITI management also revises its strategic plans to focus its efforts and
resources on the most critical issues facing the insular governments and DOI/OIA.

In November 2011, PITI-VITI Program Managers, key DOI/OIA Technical Assistance managers and
several key PITI-VITI instructors and consultants conducted a thorough review of the PITI-VITI
program, its vision and mission statement, and it’s strategic goals. To guide them, the review team
utilized the Department of Interior’s “Strategic Plan for Fiscal years 2011-2016” and DOI/OIA’s
“Budget Justification and Performance Information for Fiscal Year 2012.” Using these documents as
the drivers for PITI-VITI activities, the team then reviewed and revised the PITI-VITI’s program’s

161
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vision statement, mission statement, and strategic goals to better align them with DOI/OIA’s goals
and measures.

PITI-VITI’s vision is to “provide the services that enable insular governments to use resources
efficiently and effectively to promote economic growth, achieve fiscal stability, and fulfill citizens’
needs.”

PITI-VITI’s mission is to “provide customized, results-oriented professional and organizational
development services that enable insular governments to strengthen financial and program
performance and accountability, achieve fiscal stability, and promote economic growth. PITI-VITI
works to build trust in insular governments by fostering responsible leadership and financial
stewardship of the highest standard.”

Based on these vision and mission statements, PITI-VITI works to achieve the following five strategic
goals:

1. Improve leadership and management capacity to effectively perform;

2. Improve financial management systems and practices;

3. Increase effectiveness and program results;

4. |Institutionalize regional professional organizations and communities of practice;

5. Improve the capacity and capabilities of the public sector work force in critical positions and
functions.

For each of these strategic goals PITI-VITI has developed sets of activities and performance
measures. These activities, when completed, will lead to the accomplishment of the strategic goals.
The performance measures are the means by which PITI-VITI can assess progress towards the goals
and through which PITI-VITI can be held accountable by its stakeholders.
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Il. MAJOR REGIONAL PROGRAM INITIATIVES

A. Audit Improvement Project

& Strategic Goal 1: Improve Leadership and Management Capacity to Perform Effectively
& Strategic Goal 2: Improve Financial Management Systems and Practices

Audit resolution has become a cornerstone of the financial management improvement efforts
launched more than a decade ago by DOI-OIA and PITI-VITI. PITI-VITI continues to provide technical
support to improve the timeliness and effectiveness of the insular areas’ single audits, building on
prior successes. Between 2003 and 2009, audit qualifications within the insular areas dropped from
159 to 19, with an even lower number of audit qualifications expected with the 2010 single audits.
Since 2007, ten of the eleven insular governments have submitted their audited financial
statements on time while six governments — the Republic of Palau, Pohnpei State, Kosrae State, Yap
State, Guam, and the Republic of the Marshall Islands have received unqualified audit opinions.
Although it has yet to be released, the Commonwealth of the Northern Mariana Islands (CNMI) is
expected to receive an unqualified opinion for their 2010 Single Audit.

B. Executive Leadership Development Program

& Strategic Goal 1: To improve leadership and management capacity to effectively
perform.

& Strategic Goal 5:Improve the capacity and capabilities of the public sector work force in
critical positions and functions.

All of the insular governments have a difficult time attracting and retaining qualified individuals to
work in core functions of island governments. Many young, educated and promising employees are
trained by local governments and are then are offered higher paying jobs by component units or
within the private sector. The Executive Leadership Development Program (ELDP) was designed to
assist the insular governments with developing and retaining qualified and skilled staff that will
become the future leaders of their respective governments. Program participants meet four times
over the course of a year to develop skills in leadership, management, government finance, and
project management. Twenty-One (21) participants from throughout the insular areas completed
the first year of the program in September 2009. An additional twenty-five (25) participants
completed the second year of the program in May 2011.

C. Island Government Finance Officers Association (IGFOA)

& Strategic Goal 3:Increase effectiveness and program results
& Strategic Goal 4:Institutionalize regional professional organizations and communities
of practice.

Since 2000, PITI-VITI has supported the efforts of the Island Government Finance Officers’
Association (IGFOA), a professional organization comprised of the Chief Financial Officers of each
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insular government and key financial managers within each government. In addition to arranging
for IGFOA members to participate in the annual Government Finance Officers Association (GFOA)
Conference, PITI-VITI works with IGFOA to highlight best practices in the insular governments and
to serve as a conduit for resource sharing. IGFOA gatherings enable the insular government finance
community to discuss common challenges they face and identify successful best practices and
strategies to address problems. PITI-VITI also takes advantage of IGFOA meetings to deliver
professional development seminars on leadership skills and team building in the finance
environment.

Two IGFOA conferences were held during 2011. The first 2011 IGFOA conference was held during
the week of May 22 - 27 in San Antonio, Texas in conjunction with the 2011 Government Finance
Officers’ Association (GFOA) annual conference. The theme for both conferences was "Navigating
the New Normal in Government Finance.” One component of the ‘New Normal’ is GASB-54 (Fund
Balance and Governmental Fund Type Reporting) and its application in government finance.
Another component of the “New Normal” is to ensure that the operations of the government are
efficiently utilizing scarce resources. This IGFOA meeting focused on implementing GASB-54 and
performance measures in the finance office operations.

The second IGFOA conference was held December 6 - 8, 2011 in Wailea, Maui. The Maui IGFOA
Conference concentrated on the implementation of GASB 54 (Fund Balance Reporting); best
practices in Finance Office performance improvement and single audit; fraud prevention,
risk/vulnerability assessment, and internal controls; and the development of government specific
plans to implement GASB 54, enhance performance measures and process improvement, and
initiate fraud prevention/risk assessment/internal control practices.

D. Association of Pacific Islands Public Auditors (APIPA)

& Strategic Goal 3:Increase effectiveness and program results
& Strategic Goal 4:Institutionalize regional professional organizations and communities
of practice.

The Association of Pacific Islands Public Auditors (APIPA) is an association made up of public
auditors from each of the insular areas. APIPA holds annual conferences to discuss issues related to
the field of auditing and to provide practitioners an opportunity to attain continuing professional
education training opportunities required by the field. Since it’s inception in 1991, PITI has
provided auditors with the opportunity to attain up to 40 hours of continuing professional
education (CPE) credits annually. By providing training during the annual APIPA conference and
providing targeted audit training at each insular jurisdiction, PITI-VITI plays a critical role in working
with APIPA to strengthen institutional support to the various public audit offices in the region.

PITI-VITI provided five (5) Graduate School USA auditing and financial management specialists who
combined to deliver sixteen (16) courses for the 299 participants that attended the 22nd annual
APIPA conference held on Majuro, Republic of the Marshall Islands, during the week of July 4 — 8,
2011. Atotal of 1,433 course certificates were awarded to conference participants. In addition,
PITI-VITI also provided forty (40) hours of customized CPE training to each of the public audit offices
in the U.S.-affiliated Pacific region and the U.S. Virgin Islands during 2011.



Island Government Finance Officers’ Association (IGFOA)

E. Development of Insular Government Performeters and AFTER Analysis

& Strategic Goal 1: To improve leadership and management capacity to effectively
perform.
& Strategic Goal 3:Increase effectiveness and program results

The Performeter provides an independent assessment of each insular government’s financial health
and success, based on their audited financial statements. Using various financial ratios, most
governments now have nine years of Performeter data with which to measure financial trends—
both positive and negative. New Performeters were developed for all eleven (11) entities in 2011
based on information in each government’s 2010 audited financial statements (the USVI is one year
behind in their single audit requirements so their most recent Performeter was for FY 2009). Many
of the insular governments use the Perfometer results to explain their financial status to their
Legislatures and Governors, ultimately leading to better-informed fiscal decisions. The
accompanying AFTER analysis included at the end of each Performeter details the government’s
efforts to develop timely and accurate financial statements.

F. Training and Technical Assistance Support
& Strategic Goal 1:Improve Leadership and Management Capacity to Perform Effectively
& Strategic Goal 2: Improve Financial Management Systems and Practices
& Strategic Goal 3:Increase effectiveness and program results
& Strategic Goal 5:Improve the capacity and capabilities of the public sector work force in
critical positions and functions.

Forty-four (44) classroom training courses were delivered in 2011 for 2,055 course participants.
These totals include twenty-eight classroom courses that were delivered on site for 622 participants
and sixteen courses that were delivered during the 2011 APIPA conference on Majuro for 1,433
course participants. Classroom training courses were delivered in Procurement and Contract
Management, Human Resource Management, Supervision and Management, Governmental
Accounting, Auditing, Ethics, Leadership, Fraud, Grants Management, Indirect Costs, Management
and Internal Controls, and Strategic Planning. In addition, twenty-eight (28) consult-training
activities were provided that 525 insular government employees took part in support of various
government-specific initiatives.

G. FSM and RMI Compact Support

& Strategic Goal 1:Improve leadership and management capacity to effectively perform
& Strategic Goal 3:Increase effectiveness and program results

PITI-VITI provides technical support to both the FSM and RMI on issues relating to Compact
implementation. PITI-VITI assisted both countries with preparation for technical meetings, as well
as preparation for annual JEMCO & JEMFAC meetings. A long-term senior advisor was fielded in the
FSM through the majority of 2011 to provide on-site technical support to the FSM towards the goal
of improving Compact implementation.
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For the FSM, Compact-specific activities have included:

e Fiscal Reforms in Chuuk & Kosrae, including a recent Kosrae Leadership Conference in April,
2011;

e Mediation of Compact Infrastructure issues, including facilitation of a bilateral meeting
between the FSM and US in June, 2011;

e Development and maintenance of a Compact Tracking Tool, which tracks Compact
expenditures by distribution formula across FSM states;

e Review of the role and effectiveness of the Chuuk Financial Control Commission (CFCC);

e Support to the project-based proposal processes for environment, private sector and
capacity building grant sectors, including template development and on-site, state-specific
support in advance of US budget consultations;

e Creation of a new Compact sector for “Enhanced Reporting and Accountability,” which funds
some core reporting functions of government;

e Initial work towards establishing eminent domain as a process through which Compact
funding can be used for land purchased in Chuuk.

For the RMI, Compact specific activities have included:

e Support towards a Development Partner Meeting, through which the RMI government
presented their reform commitments to the international donor partner community,
including the United States;

e Review of the Ministry of Foreign Affairs’ Cost of Living Allowance (COLA) policy as part of
internal reform initiatives;

e Technical and budgetary support to the RMI in advance of JEMFAC meetings.

H. Statistical and Economic Reporting for the Federated States of Micronesia
and the Republic of the Marshall Islands

& Strategic Goal 1:Improve leadership and management capacity to effectively perform
& Strategic Goal 3:Increase effectiveness and program results

The Graduate School has assisted the FSM and RMI with the maintenance of annual government
finance statistics, the development and analysis of key economic indicators (growth, income,
employment, outmigration, external debt), and an analysis of fiscal policy. These updates are
captured in annual reports that help fulfill Compact mandates and help JEMCO and JEMFAC direct
Compact implementation. High-level briefings are arranged for US, FSM and RMI JEMCO and
JEMFAC members to provide background analysis prior to annual meetings. Initial work has begun
to expand this activity to include Palau in 2012, and to position a long-term regional advisor in Palau
to provide regular support to the three governments for eight months of the calendar year.

I. Financial Management Improvement Program (FMIP)
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& Strategic Goal 1:Improve leadership and management capacity to effectively perform
& Strategic Goal 2:Improve financial management systems and practices.

Since 1998, PITI-VITI has worked with the insular governments to develop Financial Management
Improvement Plans (FMIPs). The planning process has used the same basic formats, and a
methodology that focuses on: 1) improving business processes, practices, and procedures; 2)
improving innovation and utilization of information technology; and 3) developing and enhancing
human resource development. In developing the FMIP plans, interdisciplinary teams are
established. These teams include both a core team of government technical experts and PITI-VITI
consultants who are responsible for the intensive field work required of the plan for improving
innovation and utilization of information technology and a strategic planning team of senior
government officials who provides leadership and direction to the core team.

J. Finance and Audit Office Assessments

& Strategic Goal 1:Improve leadership and management capacity to effectively perform
& Strategic Goal 2:Improve financial management systems and practices.
& Strategic Goal 3:Increase effectiveness and program results

PITI-VITI has developed diagnostic tools to measure each insular government’s audit and finance
offices against a standard, broad set of criteria. PITI-VITI did not conduct any Finance or Audit
Office Assessments during 2011.

OTHER PROJECTS MANAGED BY THE GRADUATE SCHOOL USA DURING 2011

Third Party Fiduciary Agent for the Government of Guam’s Department of

Education

& Strategic Goal 1:Improve leadership and management capacity to effectively perform
& Strategic Goal 2:Improve financial management systems and practices.

The Graduate School USA provided technical assistance to Guam’s Department of Education (GDOE)
to assist with the development of a contract with the selected provider of third party fiduciary
agent services, pursuant to the imposition of special conditions on the receipt of federal funds by
the US Department of Education. This work was the natural follow up to assistance provided in the
evaluation of responses to GDOE’s request for proposals from firms qualified to provide these
services. Services provided included assisting GDOE with negotiating a statement of the contractor’s
tasks, activities, and deliverables to be included in the contract as the basis for GDOE's oversight
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and management of the contract. The GS also assisted GDOE with a review its options for the
implementation of a new financial management information system.

Micronesian Center for a Sustainable Future

& Strategic Goal 1:Improve leadership and management capacity to effectively perform
& Strategic Goal 3:Increase effectiveness and program results

At the request of the Department of the Interior, the Graduate School USA assisted with the
creation of a Micronesia Center for a Sustainable Future (MCSF), designed to support the
Micronesia Chief Executives’ Summits (MCES). The MCES’ vision for the MCSF was twofold: first, to
serve as a Secretariat to the MCES, and second, to undertake programmatic activities in support of
MCES committee initiatives where appropriate value can be added.

As Secretariat to the MCES, the MCSF’s role was to prepare for and facilitate MCES meetings,
including agenda items, resolutions, communiqués, and documentation of proceedings. In addition,
the MCSF aspired to ensure that committee commitments made through Summit communiqués are
followed through between Summits and over time.

Institutionally, the MCSF was intended to provide technical support and assistance to MCES
committee initiatives. This includes such things as pursuing and administering grant awards,
implementing activities consistent with MCES and committee priorities, recruiting consultant
expertise, and providing financial support as available.

Through an inception award from DOI OIA, the Graduate School USA established a group of
“Designated Representatives” to each jurisdiction, appointed by the each jurisdiction’s chief
executive, through which procedures and protocols for all activities and expenditures were
coordinated. The Graduate School USA supported two Summits, four meetings of Designated
Representatives, and various committee-related activities through the initial year of the inception
award. An online archive of Meeting and Outcome Documents, Project Documents, MCSF Inception
Award Administration, and MCSF Pre-Inception Award Archived Documents, remains online at
http://www.pitiviti.org/mcsf.

Island Business Opportunities Missions

& Strategic Goal 1:Improve leadership and management capacity to effectively perform

The Graduate School has provided management, logistics and consulting expertise in support of
DOI-0OIA’s Business Opportunities Conferences. These conferences are designed to stimulate private
sector led economic development, and further develop linkages between investors from the fifty
states, select Asian Nations, Australia, and New Zealand. Specific support services include
management and production support to the outreach and registration phases of the conference,
and finalization of logistical arrangements with conference partners and DOI-OIA staff.


http://www.pitiviti.org/mcsf
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Office of Insular Affairs Performance Measures Project

& Strategic Goal 3:Increase effectiveness and program results

The Government Performance Results Accountability Act (GPRA) requires DOI-OIA to develop
measures that both assess the effectiveness of programs and inform management actions, budget
requests, and legislative proposals directed at achieving results. In support of this effort, the
Graduate School USA has provided support to DOI-OIA’s GPRA reporting responsibilities by
completing activities intended to align performance measures with DOI-OIA’s new strategic goals.
Extensive research was conducted on approximately 40 measures to identify potential performance
measures that were centrally located and available to DOI-OIA. Data were collected and reported
for several measures, along with an assessment of the reliability and validity of those and other
measures under consideration.
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APPENDIX R - OIA BUDGET

2012 Budget Request
Office of Insular Affairs

2012 Budget Request
Office of Insular Affairs

« OIA’s Budget — The Big Picture
+ 2012 Budget Presentation
— Assistance to Territories
— Compacts of Free Association (Current)
— Compacts of Free Association (Permanent)
— Palau Compact
— Fiscal Payments
« Wrap Up
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Assistance to Territories 2012 Budget Request
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Assistance to Territories 2012 Budget Request
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Assistance to Territories 2012 Budget Request
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Assistance to Territories 2012 Budget Request

+ Empowering Insular Communmes
— $1.2 million to address publlc safety impacts of military
relocation to Guam (fire & rescue capital equipment)

~ Remaining $3.0 million for implementation of sustainable
energy plans
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Compacts of Free Association - Current 2012 Budget Reguest
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« Palau Program Grant Assistance
- No current appropriations requested
+ Palau Compact Extension
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Compacts of Free Association - Permanent 2012 Budget Request 5
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Compacts of Free Association - Palau 2012 Budget Request
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Wrap Up

* Questions?
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APPENDIX S — PARTICIPANT CONTACT INFORMATION

American Samoa

Matthew Grady
Comptroller
ASG Dept of Treasury
P.O. Box 983018, Pago Pago, AS 96799
e. mgrady@asg.as
p. (684) 633-4155
f. (684) 633-4100

Levi Reese
Chief Accountant
ASG Dept of Treasury
PO Box 264,Pago Pago, AS 96799
e. Ireese@asg.as
p. 684.633.2187
f. 648.633.4100

Salu Tuigamala
Deputy Director
Territorial Office of Fiscal Reform
P.O. Box 998104, Pago Pago, AS 96799
e. salu_t@yahoo.com
p. (684)699-1330
f. (684) 699-5005

Commonwealth of the Northern Marianas Islands

Larrisa Larson
Technical Analyst
CNMI Office of the Lt. Governor
Caller Box 10007, Saipan, MP 96950
e. larrisa.larson@gmail.com
p. 670.664-2300/2
f. 664-2311
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Vicky Villagomez
Special Assistant
OMB, Management and Budget
Caller Box 10007, Saipan, MP 96950
e. vwillagomez@gmail.com

FSM National Government

Juliet L. Jimmy
Asst. Secretary-National Treasury
Dept. of Finance & Admin
PO Box 2387, Kolonia, Pohnpei FM 96941
e. jjimmyfsmfinance@hotmail.com
p. (671)475-1211
f. (671)475-8483

Guam

Benita Manglona
Director
Department of Administration and Finance
P.O. Box 884, Hagatna, Gu
e. benita.manglona@doa.guam.gov
p. (671)475-1234
f. (671)477-6788

Kathrine Kakigi
Deputy Financial Manager
Dept. of Administration
P.O. Box 884, Hagatna, Gu
e. kathy.kakigi@doa.guam.gov
p. (671)475-1211
f. (671)472-8483
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Kosrae

Tiser Reynold
Director
Department of Administration and Finance
P.O. Box 550, Tofol, Kosrae FM 96944
e. treynold_kos@mail.fm
p. (691)370-3004/3170
f. (691)370-3162

Shiro Sigrah
Computer System Manager
Department of Administration and Finance
P.O. Box 878, Tofol, Kosrae FM 96944
e. ssigrah_kos@mail.fm
p. (691) 370-3400/3170/3163
f.

Pohnpei

Thomas Pablo
Director
Treasury & Admin, Pohnpei
P O Box 1567, Kolonia, Pohnpei FM 96941
e. directordota@mailfm
p. 691320-2243
f. 691 320-5505

Angelene Neth
Chief, Revenue and Tax.
Treasury & Administration
P.0.Box 2175, Kolonia, Pohnpei FM 96941
e. angelene_neth@yahoo.com
p. 691320-2243
f. 691 320-5505
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Francine Poll
Asst. Chief, Finance
Treasury & Admin, Pohnpei
P O Box 1567, Kolonia, Pohnpei FM 96941
e. francinepoll@yahoo.com
p. (691)320-5504/2323
f. (691)320-5505

Renedgardo Merencillo
Financial Advisor
Treasury & Administration
P.O. Box 1901 Pohnpei, FM 96941
e. dotafinadvisor@mail.fm
p. (691) 320-2243/2631
f. 691 320-5505

Republic of the Marshall Islands

Jack Ading
Minister
Ministry of Finance
P. 0. Box 3415, Majuro, MH 96960
e. adingj@gmail.com
p. (692) 625-7017/(692) 455-2383
f. (692) 625-3607

Alfred Alfred, Jr
Secretary
Department of Finance
P.O. Box D, Majuro, MH 96960
e. alfred.latuma@hotmail.com
p. (692) 625.7420
f. (692) 625-3607

Kayo Yamaguchi-Kotton
Assistant Secretary
Ministry of Finance
P.O. Box D, Majuro, MH 96960
e. kykotton@gmail.com
p. 692-625-8835
f. 692-625-3607
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Jimmy Kemem
Assistant Secretary
Ministry of Finance
P.O. Box 5082 Ebeye, MH 96970
e. ebeyefin@ntamar.net
p. (692)329-8011
f. (692) 625-3019

Waylon Mueller
Chief of Procurement
Ministry of Finance
P.O. Box D, Majuro, MH 96960
e. prosuply@ntamar.net
p. 692-625-3245
f. 692-625-3607

Republic of Palau

Marino Rechesengel
Director
Bureau of National Treasury
P.O. Box 6011, Koror, Palau
e. dbnt@palaugov.net
p. 680-488-2566
f. 680-767-1016

Chuuk

Irma Apostol
Accountant & Audit Advisor
Chuuk State Finance, DAS
P.O. Box 1080, Weno, Chuuk, FM 96940
e. irmapostol@yahoo.com
p. (691)3305652
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Kathy Sound
Chief of Finance
Dept. of Administration
P.O Box 849, Weno, Chuuk 96942
e. kathy_sound@yahoo.com
p. (691)330-2230
f. (691)330-2231

United States Virgin Islands

Valdamier Collens
Assistant Commissioner
Department of Finance
2314 Kronprindsens Gade, St. Thomas, VI 00802
e. vcollens@dof.gov.vi
p. (340) 774-4750
f. (340) 776-4028

Stephanie Thomas
Associate Director
Office of Management and Budget
5041 Norre Gade, St. Thomas, USVI 00802
e. stephanie.thomas@omb.vi.gov
p. (340) 774-0750
f. (340) 776-0069

Yap

Robert Fathaltamanbay
Chief of Finance
Department of Administrative Services
PO Box 610, Colonia, Yap, FM 96943
e. rfathal@hotmail.com
p. (202) 208-5920
f. (202) 219-1989
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Pius Talimeisei
Chief of Budget
Office of Planning and Budget
P.O. Box 471, Colonia, Yap, FM 96943
e. piustalim@yahoo.com
p. 691-350-2307/2142
f. 350-2107

US Department of the Interior, OIA

Thomas Bussanich
Director of Budget
United States Department of the Interior, Office of Insular Affairs
1849 C Street, N.W., Washington, DC 20240
e. tom_bussanich@ios.doi.gov
p. (202) 208-5920
f. (202) 219-1989

Nikolao Pula
Director
United States Department of the Interior, Office of Insular Affairs
1849 C Street, N.W., Washington, DC 20240
e. nikolao_pula@ios.doi.gov
p. (202) 208-5920
f. (202) 219-1989

Marina Tinitali
Senior Policy Specialist
United States Department of the Interior, Office of Insular Affairs
1849 C Street, N.W., Washington, DC 20240
e. marina_tinitali@ios.doi.gov
p. (202) 208-5920
f. (202) 219-1989
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Graduate School USA Staff & Consultants

Stephen Latimer
Program Manager
Graduate School
900 Fort Street Mall, Suite 1540, Honolulu, HI 96813
e. stephen.latimer@graduateschool.edu
p. (808) 523-1650
f. (808) 523-1650

Jason Aubuchon
Program Manager
Graduate School
900 Fort Street Mall, Suite 1540, Honolulu, HI 96813
e. jason.aubuchon@graduateschool.edu
p. (808)523-1650
f. (808) 523-1650

Steve Medlin
Consultant
Graduate School
900 Fort Street Mall, Suite 1540, Honolulu, HI 96813
e. steve.mdIin@gmail.com

Deborah Milks
Consultant
Graduate School
900 Fort Street Mall, Suite 1540, Honolulu, HI 96813
e. milksdeb@aol.com

Frank Crawford
Consultant
Graduate School
900 Fort Street Mall, Suite 1540, Honolulu, HI 96813
e. frank@crawfordcpas.com.
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APPENDIX T - CONFERENCE EVALUATION SUMMARY

Pacific Islands Training Initiative
Virgin Islands Training Initiative
Island Government Finance Officers= Association (IGFOA) Conference
December 6 - 8, 2011

EVALUATION SUMMARY
(27 Evaluations Returned)

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
IGFOA Meeting by circling the appropriate number.

1) The IGFOA conference sessions were relevant and timely.

Strongly Strongly
Agree Agree Neutral Disagree Disagree
(89%) (11%) (0%) (0%) (0%)

Score: 4.9

2) The conference=s objectives were substantially met.

Strongly Strongly
Agree Agree Neutral Disagree Disagree
(78%) (22%) (0%) (0%) (0%)

Score: 4.8

3) Logistics for bringing participants to and from Maui were handled satisfactorily.
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Strongly Strongly
Agree Agree Neutral Disagree Disagree
(66%) (26%) (4%) (4%) (0%)

Score: 4.6

4) The conference site (hotel) was comfortable and conducive to the meeting.

5)

6)

7)

Strongly Strongly
Agree Agree Neutral Disagree Disagree
(74%) (26%) (0%) (0%) (0%)

Score: 4.7

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

Strongly Strongly
Agree Agree Neutral Disagree Disagree
(81%) (19%) (0%) (0%) (0%)

Score: 4.8

Overall, this conference of the Island Government Finance Officers’ Association (IGFOA) was:

Excellent Very Good Average Fair Disappointing
(78%) (22%) (0%) (0%) (0%)
Score: 4.8

What sessions of the IGFOA Conference were the most relevant and meaningful to you?

e Marion Higa’s Presentation- It’s a risky Business Out There (X5)

e Other Government’s Best Practice discussion

e Especially the keynote Hawaii Budget Director’s presentation (I wish the Q & A session for
this particular presentation was longer.)

e Guest speakers were both very good and their presentations informative and interesting,
most especially Kalbert Young. Both were good choices.

e The presentations and round table discussions were helpful in that it allowed the participants
to gain insightful ideas as to how other jurisdictions do things.
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e Single audit and other related topics

e Presentations on Performance Measures. We learned from other Government
Measurement. Also Performeter, it gives us courage on the status on our financial statement
and compliance.

e Panel Discussions: Best Practices; Process Improvement; Finance Performance Measures

e The guest speakers were great and provided insight into the same challenges we face.
Appreciated the presence and information given from DOI/OIA representatives. Would have
been nice if we had more time with them.

e The presentation on Managing a Finance Office in Lean Times; GASB 54 Reporting
Requirements; Performeter

e DOI-OIA Budget Update (Tom B.); Keynote address; Government Accounting Standards
Update; GASB 54; Performeter(**); Single Audit Results

e Performeter, panel discussions, performance measures

e Keynote Address and Performeter Presentation

e Performance

e Performeter - this session is an eye opener to our performance in relation of our weaknesses
and how we fair to others.

e All of them cause | learned a lot from it

e Performance Measures and Action Plans

e Performance Measures (X4)

e Finance Office Performance Measures

e |Improvement processes

e Performeter (X2)

e Performance Measurement Plan

e Audit Improvement

e GASB 54 (X4)

e All of them

o All(X2)

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

e Audit Committee and Communication on all matters. | will create an audit committee to
assist in audit matters. It will consist of representative from executive, legislate, judiciary and
all the departments will communicate issues that concerns everybody regarding audit.

e Performance Measure — Identify, train, and implement at appropriate level

e Am especially looking forward to the standardized performance measures and action plans.
Will re-activate efforts in those areas.

e Travel Advances — (Process through payroll and advance a certain percentage)



Island Government Finance Officers’ Association (IGFOA)

Performance Management must be done throughout the year

Continuous training of staff

Transparency and Communications

Finance Performance Measures

Fraud Risk Assessment

GASB 54 (X6)

The importance of leadership and communications

The importance of planning and organizing goals and objectives to meet performance
measures

GASB 54 — Identify FS and proper schedule

How each insular island leaders adjusted to the new working areas and staffs surroundings.
Communication is essential

The importance of being timely and reliable on the audits

Performance measures that we established to measure our PR and TA timeline

Audit Improvement Process

Performance Measure (X3)

Single Audit — revive the single audit committee and meet bi-weekly

Performance Measures — each department of my office will be given at least one (1) as a way
of determining how they are doing

Communication Communication

Performance Measures — Will analyze entire area have each come up with PM’s

How to do initial work on GASB 54 preparation. Will begin needed tasks as soon as we get
home.

Questions Cost and Audit Finding

Communication!!!

Marion Higa’s Presentation

Documentation and evaluation

Process Management

Performance Measures: Fixed assets and Procurement. Use PM schedule as a tool to track
performance.

GASB 54: Continue to work with staff to update template with additional fields established
by Virgin Islands.

Managing Finance Office In Lean Times and will use it effectively to manage state resources
and avoid going into deficit.

GASB 54 — Still need to work on it and meet all the requirements

Evaluation following a implementation Quantified.

Performeter

Audit reports’ impact to entire region rating; We need to be more serious with our audit
resolution committee responsibilities.
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9) What sessions or aspects during the week were the least relevant and meaningful to you?

e The whole sessions were very helpful

e OIA Budget Updates

e Marion Higa’s Presentation (X2)

e Risk Assessment

e Reporting of each island’s Performeter.

e Public Auditor discussions

e Quite frankly GASB 54 was rather hard to follow. (It was my first time to be exposed to it)
e They were all meaningful

e Everything was meaningful

e None — everything is relevant and meaningful
e All were relevant and meaningful

e None (X11)

10) Please list any measurable achievement your government has made as a result of being
represented at IGFOA conferences.

e Improvement in audit process

e 90% complete with GASB 54

e Audit action plans — Reduction of citations

e Unqualified Opinion Audit

e Clean opinion on audit

e RMI Fiscal Officer Association

e Apply performance tools to measure progress

e To achieve the unqualified opinion

e Implementing changes in the system to improve processes

e Ready for GASB 54 deadlines

e Clean audit opinion

e Meeting audits timely

e Unqualified Audit Status

e Unqualified Audit Opinions

e Travel advance improved

e Audit; Finance Process

e Audit Improvements; Process Improvements

e Travel advance and employee training. Though they are not properly planned but we can still
continue improving as we follow our action plan.

e Improvements in audits, more informed about DOI/OIA processes, more aware of insular
government’s status. Ability to choose and prioritize resources.

e Audit Improvement; Performance Measurement; Better Communication
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e The government has benefitted from the performance measures; this forces the government
to forge forward on their audits and the importance of being timely.

e Single Audit Improvement such as Prevention of Questioned Costs and Resolution of Audit
Findings.

e The Finance Officer is able to explain and put pictures and conviction to confusion and blame
where departments are concerned.

e Confidence level of audits and timeliness of audit, response, internal resolutions.

e Procurement: Monitoring number of process days and it’s role in overall audit.

e Resolution of question costs; Maintaining Healthy Resources; Reorganization/ Restructuring
Office Tasks

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

e Communicate/Inform GFOA members via Neutral Medium (Internet, Sharepoint, etc).
Convince agency heads to allow for an additional point of contact

e Specific actions to resolve a material issue. What worked to remove the
qualification/finding.

e Inthe future it might be wise to also include the Administrator of Property and Procurement

e More interaction between Governments on common problematic issues

e More time spent on preparing action plans/finance performance measures

e Continue to have speakers that are dynamic and also include training/speakers relating to
stabilizing the finances of the governments.

e Great conference/meeting always. So far so good. Congratulations!

e Please expand on conference topics. For example: internal controls are important but how
do we actually put them in place and prevent fraud.

e Well, Graduate School has done a great job.

e You are doing find. Conference and all are being lay out excellent.

e Again Thanks for a good, well organized conference, again.

e Please do not rush through — if need be sessions can be from 8:30 am — 6:30 pm

e Breakout session on specific

e Continue to do what is being done.

e Have more discussions sessions vs. lectures

e WIFI Access

e None (X2)



