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Navigating Towards a Brighter Future, Following a Stimulating Year
by Thomas H. McTavish, Auditor General of Michigan and President of NASACT

Reviewing this past year, | don’t think any of us could have
imagined the tumultuous worldwide events that have
occurred or how they have impacted our association and each
of us individually. Who among us can say they have not been
affected, in some way, by the crumbling world economy and the
meltdown of our country’s financial markets? The financial and
credit market meltdowns of last fall; the historic election of a
new President; the adoption of the American Reinvestment and
Recovery Act to create jobs, cushion the fall, and kick-start the
economy; and the budget challenges in many of our states have
not only made our jobs more challenging and interesting but have
also accentuated the importance of our roles as fiscal custodians.
The Recovery Act has come to dominate what we must focus
on as an association as well as in our respective state offices. At
the invitation of Vice President Joe Biden, NASACT joined a
number of other organizations in Washington in March of this
year to hear firsthand from him, President Obama, and numerous
federal agency heads what ARRA was expected to accomplish
and to hear about the renewed importance of accountability and
transparency when dealing with public funds. Subsequently,
NASACT provided testimony to Congress regarding how best
to achieve accountability and transparency for ARRA funds, and
NASACT and its members continue to provide Congress with
input and feedback to ensure that ARRA funds are accounted for
in an effective and efficient manner. These events exemplify the
vital role that NASACT plays in achieving the goals set by our
national and state leaders.

Rising to meet these new challenges, NASACT has
accomplished much during the past year. Perhaps the most

important achievement has been NASACTs ability to serve as
a liaison between the federal and state governments to “spread
the word” regarding ARRA and its many requirements. | want
to specifically thank our executive director, Kinney Poynter,
for acting as our ambassador to a staggering array of state and
federal agencies, including the U.S. Congress, the Government
Accountability Office, the U.S. Office of Management and
Budget, the Recovery Accountability and Transparency
Board, the federal inspectors general, the National Governors
Association, the Association of Local Government Auditors, and
the National Association of State Budget Officers. Kinney has
ably conveyed our thoughts and concerns regarding ARRA to
these parties and communicated back to us the information we
need to comply with the act. Kinney also organized conference
calls with many of these organizations so that the federal agencies
can obtain timely feedback from the states on how best to
administer ARRA programs. | also want to recognize and thank
Cornelia Chebinou, our Washington office director, for tracking,
summarizing, and explaining the Recovery Act in addition to
coordinating our responses to several draft laws and regulations,
some of which required a response within a day. Needless to say,
much of our time going forward will be devoted to complying
with ARRA provisions and auditing the hundreds of billions
of dollars flowing to the states, and NASACT will continue to
be a significant resource to turn to when looking for answers
regarding ARRA.

I hope you will join us at the 2009 NASACT Annual
Conference in Dearborn, Michigan, in August where

(article continued, next page)

certified public accountant.

NASACT President Thomas H. McTavish to Co-Host NASACT 2009

he 2009 NASACT Annual Conference will be held in Dearborn, Michigan, August 15-19.
TThomas McTavish, auditor general and current president of NASACT, will co-host the event
along with his fellow Michiganians Mike Moody, director of the Office of Financial Management, and
Robert Kleine, state treasurer. McTavish has served as auditor general of Michigan since 1989. He
is a past president of the National State Auditors Association. He has served on the board of the
Michigan Association of CPAs, he is a current member of several national associations, and he is
a retired captain, U.S. Naval Reserve. McTavish is a certified government financial manager and a
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'NASACT 2009

DEARBORN MICHIGAN

AUGUST 15-19  THE RITZ-CARLTON DEARBORN

ease join Michigan’s Auditor General Thomas H. McTavistrd@fof Financial Management

Director Michael Moody, and State Treasurer Robert J. Kleine in the Great Lakes State on August
15-19, 2009, to celebrate the ninety-fourth NASACT Annual Conference! Automobile enthusiasts, histor|
buffs and beach bums alike cankdid something to enjoy in this great state.

This year’s annual conference will be held at The Ritz-Carlton Dearborn. Located just 12 miles from
downtown Detroit, guests witbnd their short commute from Detroit Metropolitan Airport a pleasant
experience as they take in Dearborn’s landscape of tree-lined neighborhoods and parks, green beltway:
and Felds of sunBwers.

Featured Events
Featured conference events at this year's NASACT annual conference will include:

. Technical sessions from some of the most authoritative speakers in our industry today, iG&uning
Dodaro, acting U.S. comptroller general, aadhest Almonte, auditor general of Rhode Island and the
prst-ever government chairman of the American Institute of IesttPublic Accountants.

. A half-day ARRA Implementation Roundtable (see page 6 for complete details).

Guest and youth programs featuring visits to GredhVillage, the Ford Rouge Factory, the Henry
Ford Estate, and the Detroit Zoo.
Networking opportunities at the Ford Museum and Seldom Blues in Detroit.

Registration Fees

Members and staff: $600
Other governmental personnel: $725
Non-governmental personnel: $1,000
. Guests (age 18 and over): $200
. Teens (age 13-17): $75
Children (age 6-12): $50

The complete registration brochure is available at www.nasact.org in the Calendar of Events. Questi
about the conference may be directed to Donna Maloy at dmaloy@nasact.org or (859) 276-1147. Sign
today and come to Dearborn to learn from your colleagues how they are “Navigating Toward a Brighter
Future.”
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DEARBORN MICHIGAN

Roundtable

Wednesday, August 19

ARRA Implementation Roundtable
8:30 am. - 11:45a.m = FREE of Charge = 3 CPE credits will be recommended

he 2009 NASACT Annual Conference is scheduled for August 15-19 in Dearborn, Michigan. The

conclusion of the conference on Wednesday, August 19, will feature a special half-day roundtable
discussion on the American Recovery and Reinvestment Act and the issues involved with implementation. By
this time, states will be in the midst of implementation and will have issues and lessons-learned to share with
one another.

WHO SHOULD ATTEND?

— State Auditors, State Comptrollers, State Treasurers and Their Staffs

— State Budget Officers

— State Recovery Czars

— Any Government Official With An Interest in ARRA Implementation Issues

PROGRAM CONTENT

The roundtable is structured to be an open discussion format between representatives of OMB, GAO,

the Recovery Transparency and Accountability Board and representatives from state government with
responsibility for oversight and/or implementation of the Recovery Act. Unresolved issues not addressed in
previous guidance as well as information on how other states are dealing with execution will be among the
noted discussion items. From Section 1512 Recipient Reporting to Single Audit implications, this roundtable
will provide a unique opportunity to converse with your peers and ask questions of those federal entities with a
direct stake in assuring that implementation is a success. Guest speakers will include:

— Earl Devaney, Chairman, Recovery Accountability and Transparency Board
— Danny Werfel, Acting Controller, Office of Federal Financial Management, U.S. Office of Management &
Budget (invited)

REGISTRATION
Register today for the roundtable at www.nasact.org/conferences_training/events.cfm. The event is free of
charge, but pre-registration is required.

SEND YOUR QUESTIONS FOR DISCUSSION
NASACT is currently accepting questions/issues for discussion at the roundtable. Please send your questions
or discussion points to Kinney Poynter at kpoynter@nasact.org by 5:00 p.m. on Friday, August 7.
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Stay Updated on the Recovery Act

ASACT members can state up-to-date on the topic of the

American Recovery and Reinvestment Act by visiting the
ARRA Resources page at www.nasact.org. This webpage features
the latest news and guidance, as well as links to webcasts of

the numerous Congressional hearings that have been held on
ARRA. Please check the page frequently, as action on ARRA is
constantly taking place leading up to the stimulus funds reporting
date of October 10.

The ARRA Resources webpage can be found at www.nasact.
org/nasact/committees/cara/downloads/recovery/recovery.cfm. =

Latest Addition to the NASACT ARRA Resources Page

NASACT'’s Written Testimony from the July 8 Recovery Act Hearing

Below is an excerpt from NASACT's written testimony
submitted to the House Committee on Oversight and
Government Reform for the hearing “Tracking the Money:
Preventing Waste, Fraud, and Abuse of Recovery Act
Funding.” To view the full testimony, visit www.nasact.org/
nasact/committees/cara/downloads/recovery/recovery.cfm.

...While accountability and transparency seem to be

the buzzwords of the day, these are not new concepts
for state auditors, comptrollers and treasurers. Each of
these officials plays a vital role in assuring transparent
expenditures and accountable processes. The effective
and efficient expenditure of funds, including those
provided by the Recovery Act, is the number one priority
for our members.

We share fully your commitment to minimizing
opportunities for waste, fraud and abuse as the Recovery
Act is implemented. However, we have a number of
concerns regarding our ability to realistically meet the
challenges that lay before us.

Topping this list is the lack of funding for state and local
accountability professionals and our capacity to carry
out the objectives of the Recovery Act. There seems to
be significant emphasis on accountability of Recovery
Act funds at the federal level, as is shown through

the significant dollars given to the federal inspectors
general community and the Recovery Accountability
and Transparency Board in the act. However, there is
no similar provision for direct funding at the state and
local levels. Foremost on our minds is how to address
the efforts needed to face the inherent risks of fraud and
abuse when significant amounts of money are distributed
quickly — particularly without the necessary resources to
do so.

We sincerely appreciate the Chairman’s previous
concerns over the funding issues and applaud the
introduction of a proposal (H.R. 2182) to set aside up to
0.5 percent to conduct oversight and planning activities.
Unfortunately, since there are no requirements as to how
the 0.5 percent may be spent by states, this proposal

is unlikely to assist many of our members as they will

be competing with higher priorities for recovery dollars
within the states. Money for audit or to upgrade dated

accounting systems is not generally a priority when
children lack needed school books. Given the option,
most states will choose to carry out program objectives
even where additional funding for administrative purposes
is allowable. Thus, state accountability professionals are
left without meaningful relief.

In March, lllinois Auditor General William G. Holland
came before this committee to discuss several
challenges facing the state audit community. These
challenges remain today, although we now have a clearer
picture of what will be required of state auditors and
comptrollers in providing accountability over Recovery
Act funds. It is very clear that our members will face
additional responsibilities to accommodate the major
emphasis placed on assuring unprecedented levels

of accountability and transparency by both Congress
and the Administration. Determining exactly how much
work will be necessary to carry out the intentions of

the Recovery Act however, remains an unknown, since
information such as the final requirements for work
conducted in accordance with the Single Audit is not yet
available. This year, more than at any other time, timely
guidance is sorely needed.

That being said, we should note that several of our
members have been quite proactive in conducting audits,
oversight, and review work on the front end to ensure that
the appropriate internal controls are in place to minimize
risk. We fear, however, that this work may cease if
additional requirements are imposed without additional
funding or Single Audit relief...

...We believe that the money intended to help stabilize
our country’s economy should be expended in the most
efficient and effective manner, and we intend to do our
part. We hope, however, that we can work with Congress
and others to establish proper channels to promote
accountability and transparency over Recovery Act funds
without placing an unrealistic workload on our already
strained member offices... ™

*k%k

View the full testimony at www.nasact.org/nasact/
committees/cara/downloads/recovery/recovery.cfm.
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SEC'’s Future Is In Investor Protections,

Improved Transparency
by Neal Hutchko, Policy Analyst

.S. Securities and Exchange Commission Chairwoman Mary
Schapiro told a House Financial Services Subcommittee this
month that the future of the SEC will be to focus on “investor
protections” and improve transparency in the financial markets.
The hearing, “SEC Oversight: Current State and Agenda,” gave
the commission an opportunity to outline the steps it is taking
to improve investor protection and restore confidence in U.S.
markets after the collapse of the financial system last year.
At the hearing, Schapiro outlined that her first task at hand,
and a major agenda item for the commission as a whole, is to
“reinvigorate SEC enforcement.” However, with so much of the
hearing focusing on the private sector and investor protections,
the municipal market did not warrant much discussion. Chairman
Schapiro’s testimony only included a one-paragraph reference to
the muni market itself, noting:

I have asked our staff to develop investor-oriented
enhancements to the municipal securities market within

the constraints posed by the current limitations on the
Commission’s authority. It is time to take additional steps to
improve the information, and its timeliness, for those who buy
the municipal securities that are critical to state and local
funding initiatives. As a first step, tomorrow the Commission
will consider a recommendation to propose enhancements
to broker-dealer rules to promote greater transparency

and more-timely information being provided to municipal
securities investors. If the proposals are adopted, municipal
securities investors should receive more complete and

timely information about important events that affect their
investments as well as more information about variable rate
demand obligations previously exempt from these broker-
dealer rules. I believe these rules would be an important

step toward enabling municipal securities investors to more
effectively manage and monitor their investments. We look
forward to working with Congress to more effectively protect
investors in the important municipal securities market by
developing methods to more fundamentally address municipal
securities disclosure.

Schapiro’s testimony also touched lightly on the issue of
pension plans, and the subject of pay-to-play. She told the
subcommittee that:

“... more needs to be done to curtail so-called ‘pay-to-play’
practices by investment advisers to public pension plans.
Investment advisers that seek to influence the award of

public entities’ advisory contracts by, for example, making
political contributions to officials able to influence the awards
compromise their fiduciary obligations to the plans. Pay-to-
play practices can distort the process by which investment
advisers are selected and can harm advisers’ public pension
plan clients, which may receive inferior advisory services
and/or pay higher fees. ...1 have asked the staff to revisit the
Commission’s 1999 proposal to address harmful pay-to-play
practices, and | expect that the Commission will consider that
proposal in the near future...”

Her full testimony can be found at www.house.gov/apps/list/
hearing/financialsvcs_dem/sec_testimony.pdf.

The webcast of the hearing can be seen at www.house.gov/
apps/list/hearing/financialsvcs_dem/cmhr_070709.shtml. m

ARRA Administrative Costs: Understanding the Alternatives

A NASACT audio
Held on Thursday

The ARRA audio conference sponsored
by NASACT in conjunction with the
Association of Government Accountants
and the Association of Local Government
Auditors.

NASACT Co-Sponsors ARRA Implementation
Audio Conference

On Thursday, July 16, NASACT co-sponsored an audio conference entitled
“ARRA Administrative Costs: Understand the Alternatives.” Gil Tran from
the U.S. Office of Management and Budget participated, as did Darryl Mayes and
Janet Turner from the Division of Cost Allocation at the U.S. Department of Health
and Human Services. Also participating were Clark Partridge, state comptroller of
Avrizona, and David McDermott, state controller of Colorado. The audio conference
addressed the key issues surrounding administrative costs for activities relating to the
American Recovery and Reinvestment Act.

As part of their presentation, the DHSS representatives made available to
attendees a frequently asked questions document. The document, as well as other
ARRA resources, can be found online at http://rates.psc.gov/fms/dca/ARRA.html.

A CD of this audio conference is available for purchase from NASACT’s
Bookstore at www.nasact.org. CDs of NASACT’s past audio conferences are also
available at the bookstore.

Watch for announcements of future NASACT audio conferences coming soon. =
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GASB Update, July 2009

GASB Releases Five Due Process Documents for
Comment

I n late June, the Governmental Accounting Standards Board
released five due process documents for public comment. The
projects address:

m Service concession arrangements.

m Suggested guidelines for voluntary reporting of service efforts
and accomplishments performance information.

m Chapter 9 of the U.S. Bankruptcy Code.

m |ssues related to financial instruments.

= Implementation issues related to other postemployment
benefits (OPEB).

Each of the documents referenced below is available for
download at no charge on the GASB website at www.garb.org/
exp. The GASB encourages you to share your comments about
any and all of the five proposals. NASACT will be providing
association responses on these proposals; deadlines to participate
in NASACT’s formal association responses are noted in red at the
end of each following section.

Service Concession Arrangements

The exposure draft entitled Accounting and Financial
Reporting for Service Concession Arrangements would establish
accounting and financial reporting guidance for public/private
and public/public service concession arrangements (SCAS). An
SCA is an arrangement between a government and a private or
public operator in which the government conveys the right and
obligation to provide services through the use of infrastructure or
another public asset to the operator. Under such arrangements, the
operator typically collects fees from third parties. An example of
an SCA is a state contracting out the operation of a toll road.

The guidance in this proposed statement would have two basic
impacts. First, it would guide the determination of whether the
government should report the asset associated with the SCA in
a public/private SCA or who should report the asset in a public/
public SCA—the government transferor or the government
operator. Second, it would guide the determination of when
a government may report as revenue any upfront payment it
receives from the operator.

GASB’s comment deadline on this proposal is September
30, 2009. The deadline to participate in NASACT’s response
to this ED is Friday, September 4. A public hearing is scheduled
to be held at the GASB’s offices on October 6, 2009. Persons or
organizations interested in participating may do so in person or
by telephone.

Service Efforts and Accomplishments Reporting

The proposed suggested guidelines for voluntary reporting
entitled SEA Performance Information is designed to encourage
the reporting and use of service efforts and accomplishments
performance information by developing conceptually based
suggested guidelines for governments that voluntarily choose to
report SEA performance information. The suggested guidelines
should help public officials communicate effectively their
governments’ performance in a way that will be both meaningful
and understandable to taxpayers and citizens. The proposal draws
upon feedback the board received from respondents to the request
for response it issued in this project last summer.

The proposed suggested guidelines are composed of four
essential components of an effective SEA report—purpose
and scope, major goals and objectives, key measures of SEA
performance, and discussion and analysis of results and
challenges—and six qualitative characteristics representing the
attributes SEA performance information needs to possess—
relevance, understandability, comparability, timeliness,
consistency and reliability. The proposal also addresses how to
effectively communicate SEA performance information.

The overall project does not include establishing the
goals and objectives of state or local governmental services,
establishing specific nonfinancial measures or indicators of
service performance, or establishing benchmarks for service
performance. These determinations are left to individual
governments.

GASB'’s comment deadline on this proposal is October 30,
2009. The deadline to participate in NASACT’s response is
Friday, October 2.

Chapter 9 of the United States Bankruptcy Code

The exposure draft entitled Accounting and Financial
Reporting for Chapter 9 Bankruptcies provides guidance for
governments that have petitioned for protection from creditors
by filing for bankruptcy under Chapter 9 of the United States
Bankruptcy Code. It would require such governments to
remeasure liabilities that are subject to adjustment in bankruptcy
normally when the bankruptcy court confirms or approves a new
payment plan.

There is no existing authoritative guidance for governments
filing for bankruptcy. Other accounting standards that have been
applied to Chapter 9 bankruptcy take differing approaches to
recognition and measurement and other issues. The requirements
in this proposed statement would improve financial reporting by
providing more consistent recognition, measurement, display,
and disclosure guidance for governments that file for Chapter
9 bankruptcy. In addition, these requirements would provide
financial statement users with better information regarding the
effects of bankruptcy upon governments that file for Chapter 9
protection.

GASB'’s comment deadline on this proposal is August 28,
2009. The deadline to participate in NASACT’s response to this
ED is Friday, August 7.

(article continued, next page)
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Update From GASB (continued from previous page)

Financial Instruments Omnibus

The exposure draft entitled Financial Instruments Omnibus
addresses certain issues related to financial instruments in several
GASB statements, including Statements No. 31, Accounting
and Financial Reporting for Certain Investments and for
External Investment Pools, No. 40, Deposit and Investment
Risk Disclosures, an amendment of GASB Statement No. 3,
and No. 53, Accounting and Financial Reporting for Derivative
Instruments. These issues include external investment pool
reporting and clarifying what qualifies as a “2a7-like” pool,
unallocated insurance contracts, and interest rate risk disclosures
for mutual funds.

The proposal sets forth potential revisions to existing
standards regarding financial instruments for which significant
issues have been identified in practice. Specifically, the standards
at issue address financial reporting for certain investments
and external investment pools, deposit and investment risk
disclosures, and derivative instruments.

GASB'’s comment deadline on this proposal is October 30,
2009. The deadline to participate in NASACT’s response to this
ED is Wednesday, October 7.

OPEB Implementation Issues

The exposure draft entitled OPEB Measurements by Agent
Employers and Agent Multiple-Employer Plans addresses issues
related to the use of the alternative measurement method and the
frequency and timing of measurements by employers in agent
multiple-employer OPEB plans.

The proposal also would amend Statement No. 45, Accounting
and Financial Reporting by Employers for Postemployment
Benefits Other Than Pensions, to permit an agent employer that
has an individual-employer OPEB plan with fewer than 100
total plan members to use the alternative measurement method,
regardless of the size of the agent multiple-employer plan in
which it participates. Consistent with the proposed change to
the employer-reporting requirements, this proposed statement
would amend the requirement of No. 43, Financial Reporting
for Postemployment Benefit Plans Other Than Pension Plans,

that a defined benefit OPEB plan obtain an actuarial valuation,
to permit the requirement to be satisfied for an agent multiple-
employer plan by the reporting of an aggregation of the actuarial
valuations of the individual-employer plans and, for those
individual-employer plans that are eligible, measurements using
the alternative measurement method.

The proposal also clarifies the existing requirements implicit
in Statements No. 43 and No. 45 that an agent plan and its
participating employers report OPEB measures determined at
the same frequency and as of a common date. The guidance in
this exposure draft would allow more agent employers to use the
alternative measurement method to produce actuarially based
information for purposes of financial reporting. As a result of this
proposed change, the cost of compliance with the requirements of
Statement 45 for certain agent employers may be reduced while
achieving an appropriate balance between the goals of reliable
measurement of reported information and reasonable cost.

GASB’s comment deadline on this proposal is August 28,
2009. The deadline to participate in NASACT’s response is
Friday, August 7.

GASB Continuing to Seek Comment on Pension ITC

The GASB is continuing to seek comments on its invitation
to comment on Pension Accounting and Financial Reporting.
The ITC, which is available through the GASB website at www.
gasb.org/exp, is designed to elicit comment at an early stage of
the reexamination of GASB’s pension accounting and financial
reporting standards and your thoughts about it are valuable to us.
The ITC addresses key pension accounting and financial reporting
issues raised during research regarding the application and
effectiveness of the standards set forth in GASB Statements No. 25,
Financial Reporting for Defined Benefit Pension Plans and Note
Disclosures for Defined Contribution Plans, and No. 27, Accounting
for Pensions by State and Local Governmental Employers, as
amended. The process now underway is designed to provide the
board an opportunity to consider whether modifications to the
pension standards are required.

GASB’s comment deadline on the ITC is July 31, 2009. =

OMB ARRA Webinars Available for
Download

uring the week of July 20-24, the U.S. Office of

Management and Budget scheduled a series of webinars to
provide information on implementing the guidance set forth in
OMB Memorandum M-09-21, Implementing Guidance for the
Reports on Use of Funds Pursuant to the American Recovery and
Reinvestment Act of 2009. The sessions were planned as follows:

July 20

m Section 1: General Information

m Section 2: Basic Principles and Requirements of Recovery Act
Recipient Reporting

m Section 5: Reporting on Jobs Creation Estimates by Recipients

July 21
m Section 3: Recipient Reporting Process
m Technology Solution from an Agency Perspective

July 22
= Technology Solution from a Prime Recipient Perspective
m Technology Solution from a Sub-Recipient Perspective

July 23
m Section 4: Data Quality Requirements

Participation in these webinars was limited, due to the
overwhelming interest. However, the webinars are available
for download 24-48 hours following their conclusion at www.
whitehouse.gov. =
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