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A QUARTERLY NEWSLETTER REPORTING NEWS & INFORMATION FROM STATEWIDE ACCOUNTING

And the SAAM Updates
Keep On Coming

The State Administrative and
Accounting Manual {SAAM) was
updated recently to incorporate new
Governmental Accounting Standards
Board statements, state year-end
reporting policy changes, and
actions of the 2013 Legislature.

Effective June 1, 2013, OFM
Directive 13A-02 implemented a
number of the changes related to
the implementation of two new
statements of the Governmental
Accounting Standards Board (GASB):
Statement 63 Financial Reporting
of Deferred Outflows of Resources,
Deferred Inflows of Resources, and
Net Position and Statement 65 Items
Previously Reported as Assets and
Liabilities. As a result of these new
standards, the Statement of Net
Assets was renamed the Statement
of Net Position. The Statement

of Net Position includes two new
categories - Deferred Outflows of
Resources and Deferred Inflows of
Resources. To better reflect the
new terminology in the state’s chart
of accounts, we changed the titles
of GL Codes 5192 and 5292 from
deferred revenue to unavailable
revenue.
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26 Years of Excellence in Financial Reporting!

The state of Washington was awarded its 26th consecutive Certificate of Achievement
for Excellence in Financial Reporting for its fiscal year 2012 Comprehensive Annual
Financial Report (CAFR). The Certificate of Achievement is the highest form of
recognition in the area of governmental accounting and financial reporting. It
represents a significant accomplishment by the state.

The fiscal year 2012 award is particularly noteworthy because we were able to publish
the CAFR on November 15th — a full week earlier than the prior year — and maintain
the excellence required for the award. This accomplishment is the direct result of all
the time and effort that the fiscal staff at each state agency devoted to closing the
fiscal year earlier and providing quality financial data for the CAFR. Without all of you
the award would not be possible.

We'd also like to recognize the contributions of the offices of the State Auditor, the
State Actuary, the State Treasurer, the Department of Retirement Systems, the State
Investment Board, the University of Washington, and Department of Enterprise
Services.

Thank you one and all!

To view the 2012 CAFR online, please visit our website at: http://www.ofm.wa.gov/
cafr/2012/default.asp.

If you have questions or comments on any information contained in The

Connection, please contact Anwar Wilson at



http://www.ofm.wa.gov/cafr/2012/default.asp
http://www.ofm.wa.gov/cafr/2012/default.asp
mailto:anwar.wilson@ofm.wa.gov

Subrecipient Monitoring

As reported in the Spring Issue of The
Connection; the 2012 Single Audit
reported 13 findings on subrecipient
monitoring, The findings generally
concerned internal controls over
on-site visits, fiscal monitoring,
subrecipeints’ audit reports, and
properly recording subrecipeint’s Data
Universal Numbering System (DUNS)
numbers.

In May, OFM offered a webinar on
subrecipient monitoring that provided
useful information on such topics as:

e subrecipient vs vendor
contractor
e pass through responsibilities
¢ key terms for subrecipient
agreements
e risk assessment
e subrecipeint monitoring
o risk based
0 remote monitoring
o periodic documentation
review
o site visits

To assist agencies address deficiencies
in subrecipient monitoring, OFM
will provide more detailed guidance
during the year. While not tailored
to subrecipient monitoring, the risk
assessment guidance found on the
State Grant Management resource
page at http://www.ofm.wa.gov/
resources/grants.asp is useful
background information. If you
have questions or comments, please
contact Robin Skinner at (360) 725-
0183 or robin.skinner@ofm.wa.gov.

Travel Policy Review

It has been several years since we reviewed policies for non-air common carrier
and international air travel. Recently there has been interest expressed by several
state agencies to have the policies reviewed and updated. Over the summer we
will be seeking agency input as we review the policies. Specifically we plan to
review Subsections 10.50.50 (Airline contracts and limitations on reimbursement)
as related to business class international travel, 10.50.65 (Limitations on
reimbursement for non-air common carrier costs) and 10.60.40 (Charges by
airlines on international flights). If you are interested in participating in the review
process please contact Bret Brodersen at (360)725-0229 or bret.brodersen@ofm.

wa.gov.

Federal Training Opportunity

OFM is offering the second webinar in a series titled ”Proper Federal Grants
Management for Public Health Organizations” in the OB2 Auditorium July 24 at
10:00 am. The webinar is offered free to those attending.

Webinar Series:
Proper Federal Grants Management
for Public Health Organizations

There’s no question about it—Federal grants are complicated. When it comes

to public health agencies and organizations, the Centers for Disease Control

and Prevention (CDC) emphasizes the oversight of and compliance with best-
practice grant management procedures. There’s also a great deal of scrutiny of
Communities Putting Prevention to Work (CPPW) and Community Transformation
Grant (CTG) projects to ensure none of the funded activities could be considered
lobbying.

This two-part webinar series will help you and your agency or organization
confidently move forward with evidence-based public health programs, ensure
proper and accurate reporting, and build the best safeguards against any
investigation. Establishing and understanding the basic fundamentals of federal
regulations will ease concerns about how to do evidence-based work in a policy
environment.

If you're in any of the following roles, you’ll learn great techniques and processes
from this illuminating series:

e Program managers

e Grant administrators

e Accounting and finance staff
e Human resources staff

¢ In-house counsel

e Government staff

e Nonprofit staff

(continued on page 8)
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And We're off and Running to another Fiscal Year Close

We rely on you for a successful, timely fiscal year close. As we look ahead to the next few months, your
adherence to the following year-end deadlines is critical.

July 15 Disclosure form application opens

July 23 Interagency billings mailed

July 31 Phase 1 closes — Agency Accruals

August 23 Phase 1B — certain state disclosure forms due (NEW!)

September 6 Phase 2 closes — Agency Adjustments - All agency
adjustments must be completed. Remaining State and all
Federal disclosure forms are due.

September 18 | Financial Disclosure Certification form is due

December 6 Federal Assistance Certification form is due

A couple of important reminders to help the fiscal year close a little easier:

e Start early reconciling general ledger balances, including in-process (71XX) and clearing (9920)
balances.

e Send interagency billings out promptly. Be aware of the agencies that close early (the Community
Colleges and Departments of Transportation and Natural Resources) and reconcile with them first.

¢ Note new Phase 1B early completion date of August 23rd for certain state disclosure forms (3 cash
forms, 3 bond forms, and COPs on the liability form).

¢ Double check that GL balances in Account 01P Suspense are cleared out, and that GL balances in
Account 035 State Payroll Revolving Account are reconciled.

¢ Reconcile general ledger balances to subsidiary records, for example GL codes 2XXX to CAMS (or
your approved internal system).

e Cleanup any residual prior year accruals (receivables and payables).

¢ Review balances in Unearned Revenue GL codes 5190/5290 and Unavailable Revenue (new title) GL
codes 5192/5292 for appropriateness. Both Governmental and Proprietary fund type accounts may
use GL codes 5190/5290, but only Governmental fund type accounts may use GL codes 5192/5292.

e Complete your disclosure forms early if possible ensuring that any related AFRS entries are posted.

If you have any questions, please call your assighed OFM accounting consultant. If we have questions, we’ll
call you!



New Certificates of
Participation (COPs)
resource

Do you have a new COP issue
that you need to record in AFRS?
Wish that you had an Excel
template to help you with the
AFRS entries?

Now you do. We have Excel
sample templates for Equipment
and Real Estate COP issues on
our website to assist you. Of
course it’s recommended that
you also review SAAM 85.385.45
(Equipment) and 85.85.50 (Real
Estate).

If you have a refunding COP,

we will assist you with your
AFRS entries. Please send

your assigned OFM Accounting
Consultant the OST memo with
“Agency Payment Schedule” and
“Sources and Uses” documents.
Also, state if it is a governmental
or proprietary fund type account,
and if it is a current or advance
refunding.

Check out the new templates

at http://www.ofm.wa.gov/
resources/misc/COPs.asp. If you
have questions or comments,
please contact Suzanne Coit at
suzanne.coit@ofm.wa.gov.

Training Offered on a Variety of Subjects

We are pleased to announce that several important training classes will be
offered by Statewide Accounting this quarter. All classes will be taught by
Statewide Accounting.

Accounting for Payroll July 16 8:30-4:00 |7.5hours
Introduction to GAAP in WA State | August 7 8:00-3:30 |7.5hours
August 13 | 8:00-12:00 | 4.0 hours
August 14 [9:00 - 11:30 | 2.5 hours

Internal Control: Basics

Accounting for Revenue,
Receivables, and Cash Receipts

Payroll Revolving Account August 15 |8:30-4:00 |7.5 hours

Reconciliation

In-Process Report Training August 20 | 1:00-4:30 | 3.5 hours

August 27 |8:30-12:00 | 3.5 hours

Health Insurance Reconciliation

Space is limited in the classes, so we ask that you read the detailed class
descriptions and coordinate within your office so that you and your staff
attend the right class.

To view class descriptions and register, go to the Learning Management
System website.

For assistance or additional information, please contact your assigned OFM
accounting consultant.
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Year-End Closing Resources on OFM’s Website

To assist you in the fiscal year-end closing process, the following resources are
available on OFM’s website at: www.ofm.wa.gov/resources/yearend.asp.

e AFRS/CAFR closing schedule - A calendar with key dates for the closing
process.

e Interagency receivable/payable contact list - A list of agency contacts for
interagency receivable and payable billings.

e June cash transaction effective dates - A document with the various types of
transactions (AFRS EFT, IAP, IFT, warrant, etc) that must be posted in AFRS to
be considered “paid” in June.

e Most common AFRS tran codes for fiscal year-end - A handy “cheat sheet”
that lists the transaction codes to be used for common fiscal year-end
entries.

e OST year-end cash memo - A link to OST’s closing schedule with cutoff dates
for treasury activity.

e State fiscal year-end update PowerPoint presentation - The class PowerPoint
presentation.

e Federal fiscal year-end update powerpoint presentation - The class
PowerPoint presentation.

We welcome suggestions for additions to this website. If you have any questions or
suggestions, please contact Suzanne Coit at suzanne.coit@ofm.wa.gov.

And the SAAM Updates Keep On Coming - (continued from page 1)

OFM Directive 13A-03, also effective June 1, 2013, updated Chapter 90 State
Reporting and contained the timetable related to the fiscal year-end closing and
reporting, including a new Phase 1B deadline for certain cash, bond, and COP
disclosure forms. If your agency cannot complete some or all of the Phase 1B forms
by August 23, 2013, you need to request an extension by sending a memo to your
assigned OFM accounting consultant.

SAAM was updated twice effective July 1, 2013 to incorporate changes related to
actions of the 2013 Legislature as well as other changes to clarify existing policies.
OFM Directive 13A-04 revised definitions of subobjects CA Management and
Organizational Services, CD Computer and Information Services, CJ Training Services,
EG Employee Professional Development and Training, and PC Other Debt Costs.

The update to Chapter 95 Federal Assistance Reporting for fiscal year 2013 reporting
was issued July 12, 2013, following the federal Office of Management and Budget’s
issuance of the March 2013 Compliance Supplement on July 2, 2013.

For a complete list of key changes in the most recent SAAM updates, refer to
the OFM Directives http://ofm.wa.gov/policy/directives.asp. All SAAM policies,
directives, technical corrections, and superseded policies are available online at:
http://www.ofm.wa.gov/policy/default.asp.

If you have questions regarding SAAM policy content and interpretation, please
contact the OFM Accounting Consultant assigned to your agency.

New NACHA Rules

The National Automated Clearing
House Association (NACHA)
establishes the format and
transmission standards and rules
for ACH transactions. There are
some new rules going into effect
September 20, 2013.

These new rules are the result of
the federal HIPAA and Affordable
Care Acts. They apply to payments
to health care providers made

by health plans. 45 CFR 460.103
provides the NACHA working
definition of a ‘health plan.” For
Washington State agencies this
includes Part A and Part B of the
Medicare Program under Title
XVIII of the act and the Medicaid
Program under Title XIX of the Act.

The new rules specify that these
payments have a specially formatted
header record and specially
formatted CCD+ (Corporate Credit
or Debit plus) addenda record.
Department of Enterprise Services
(DES) Enterprise Technology Services
(ETS), Health Care Authority, Office
of State Treasurer, and Department
of Social and Health Services staff
expect to have at least an interim
solution in place in time to meet the
NACHA deadline of September 20,
2013.
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Recipe for a Really Big Fraud

Ingredients: One small, rural town
One trusted, respected, long-time
employee
Lack of internal controls

Directions: Mix thoroughly. After about 20
years, discover a multi-million
dollar fraud and spend the next
20 years sorting it out.

In 2012, Rita Crundwell confessed to stealing $53 million between 1990 and 2012 from the City of Dixon,
Illinois. Dixon is the boyhood home of Ronald Reagan and has a population of about 15,500. In fiscal year
2013, the city budgeted revenues and transfers of $9.7 million. From 2006 through 2012, Crundwell stole on
average $5 million per year, more than half Dixon’s operating budget and more than the police and fire budgets
combined.

Incredibly, Crundwell stole $5.8 million in 2008, attending budget meetings and encouraging spending cuts.
She rejected requests for police radio upgrades and improvements by the street department. Meanwhile,
Dixon enjoyed a lavish lifestyle including a luxury motor home, a ranch, and over 400 prize winning horses
worth millions.

Even though Crundwell’s lifestyle grew quite extravagant over the period of the fraud, Dixon residents thought
her horse ranches produced income, so they did not question her lavish lifestyle. Many had known her since
childhood. Her co-workers said she was wonderful to work with.

Dixon began work at City Hall while in high school and stayed on after graduation. She was appointed
Comptroller in 1983. As Comptroller, she balanced the books, wrote checks, made the deposits, requested
funds, managed projects, and picked up all mail from the Post Office. She arranged for a relative to pick up the
mail when she was out of the office.

Crundwell stole money primarily by transferring it between city bank accounts and finally into her secret
account. She also budgeted sloppily and hid the missing money through fake invoices and excuses about
sagging revenue. The city underwent 21 audits that never questioned six figure transfers to her secret account.

Strong internal controls might have made Crundwell’s theft impossible; at a minimum they would have led to
its discovery much sooner. Key controls that were missing included segregation of duties, mandatory vacations
for employees, effective management oversight, dual signatures on large payments and financial record
transparency. Internal controls are not free, but you have to weigh the cost/benefit and Dixon could have
strengthened controls for much less than $53 million.

The Dixon fraud highlights the importance of internal controls, especially because the key controls missing in
Dixon were some of the most obvious controls. Are these controls present and functioning in your agency? If
not, are you employing compensating controls to mitigate risks? Now is as good a time as any to update your
risk assessment. Sample risk assessments are available on the OFM Accounting Resources web site, and SAAM
Subsection 20.15.50 gives the annual requirements for agencies on internal control. In addition, OFM offers
training on both the basics of internal control and internal control for payroll. See the list on the Learning
Management System web site for class details and to register.

More information on Rita Crundwell’s fraud can be found by googling Rita Crundwell.



Update on the Time, Leave, and
Attendance Program

Good progress continues on the Time, Leave,
and Attendance (TLA) Program. As noted in
prior issues of The Connection, TLA is a first

step in modernizing the state’s financial and
administrative systems. The goal is to provide an
enterprise timekeeping system that can be made
available throughout state government

The program is a partnership between the Office
of Financial Management, the departments

of Enterprise Services (DES), Ecology,
Transportation, and includes numerous other
state agencies. Ecology and Transportation

are the agencies designated for initial
implementation. A wide variety of other state
agencies are participating to make sure that

the system will have the ability to meet all state
agencies business needs as TLA is implemented.

A request for proposals (RFP) from software vendors was issued by DES on February 26, 2013. Upon
receipt of responses to the RFP, the program began evaluation of the various proposals. On site
interviews with the invited vendor representatives were conducted. For the vendors moving forward
in person product demonstrations were completed in late June. Prime bidders will be notified in July
as to whether they will or will not move to the implementation, planning, and contract negotiation
phase. It’s anticipated that DES will announce the chosen vendor in September.

Meanwhile, the TLA Program continues to work with human resources, payroll, and labor relations
staff from partner agencies to validate and draft the business rules needed to design and build the
TLA solution, and identify business policies that require review or standardization. The program is
also examining the business flow as it will operate once the TLA solution is incorporated into the state
environment. This review is occurring from both an enterprise perspective and an individual agency
perspective.

(continued on page 8)



Update on the Time, Leave, and Attendance Program - (continued from page 7)

In the midst of this work, 60 people from partner agencies attended the first TLA all-staff meeting in early June. The
purpose was to introduce the different work teams to each other. Attendees were also asked how TLA will improve
efficiency at both an enterprise level and an individual agency level. The group supplied nearly 100 responses to the
two questions. Many responses worked for both questions. Most fit into the following categories:

Improve Agency Efficiencies Improve Enterprise Efficiencies
1.Process — Reduces paper, improves timeliness, 1.Data — Facilitates more accessible, accurate, and
increases accuracy through real time edits; consistent data across the enterprise; standardizes
standardizes across organization; consolidates time data and reporting.

and leave functions; eliminates duplicate data entry;

eliminates reconciliation process. 2.Single system — Creates statewide standard for

technology; eliminates redundant systems; helps
2.Empowering staff — Facilitates time entry by modernize state infrastructure; and increases
employees; provides single system of entry for all system integration opportunities.

agencies, frees up time for payroll staff. . N ) o
3.Accountability — Facilitates consistent application

3.Accountability — Facilitates consistent application of rules, policies, and collective bargaining
of rules, policies, and collective bargaining agreements; ensures compliance with regulatory
agreements; ensures compliance with regulatory requirements; better data enables more informed
requirements; provides for more informed decisions.
decisions.

Learn more about the TLA Program at www.des.wa.gov/about/pi/TLA/Pages/default.aspx.

Federal Training Opportunity - (continued from page 2)

Federal Grants Management: Avoiding Compliance “Hot Spots”
July 24, 2013 (10:00-11:30 AM PST)

Presented by Edward T. Waters, JD, Managing Partner at Feldesman Tucker Leifer Fidell, LLP.

Part 2 of this series provides a comprehensive overview of the current compliance “hot spots” for Federal CDC
grantees. The training will briefly review the classic challenges presented in Part 1, but then will go in-depth into
current high-risk areas, including lobby restrictions (Section 503 and CDC AR-12) and evidence-based policy work, and
the distinction between subrecipients and vendors. After establishing the right administration system from Part 1, this
webinar will help you and your agency/organization navigate pertinent federal regulations to implement your federal
grant. This webinar will also highlight key areas of the new “Super-Circular,” which substantially reforms various cost
principles, common rule grants administration requirements, and audit requirements.

At the end of this webinar, you will be able to:

Identify compliance trouble spots for CDC grantees;

Analyze subrecipient/vendor relationships;

Distinguish between impermissible lobbying and allowable policy work with federal funds; and
Protect your organization from high-risk issues.

Contact Anwar Wilson at anwar.wilson@ofm.wa.gov for a link to webinar material and directions to OB2 if you plan to
attend.
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