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SCOPE AND MAIN MESSAGE 

 Scope of Presentation: 

1. EFSC Enabling Legislation

2. Reconciliation of Cash Disbursements

3. Office of Finance and Budget (OFB) Financial Status 

Designation

4. C-Watch: FY 2016 Projected Lapse/(Shortfall)

5. C-Watch (Cont.): Causes and Corrective Action

Main Message: How do we 

mitigate C-Watch designations? 
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EFSC ENABLING LEGISLATION

 Pursuant to Public Law (PL) 30-164, the Education Financial Supervisory Commission (EFSC) was created to 

monitor the financial health of the Guam Department of Education (GDOE). The role of the EFSC is to develop 

and supervise a financial status designation of GDOE finances as well as to identify – in advance – any signs 

of financial distress that may lead to operational deficits. The EFSC is mandated to advise GDOE officials and the 

Guam Education Board (GEB) to implement corrective measures.

 The creation of this Commission was also a response from I Liheslaturan Guåhan to expeditiously respond to the 

“high-risk grantee” designation that was placed upon GDOE in 2010.

 The EFSC consists of five regular voting members and one alternate member, of which:  Director of the Bureau of 

Budget and Management Research (BBMR), serving as the Chairperson; and OFB Director, serving as the Vice 

Chairperson.

 Other members: Department of Administration (DOA), Office of Public Accountability (OPA), and GDOE.  
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RECONCILIATION OF CASH DISBURSEMENTS

 Reconciliation of Cash Disbursements Report: 

1. GDOE 

 GDOE Cash Update Report 

 Accounts Payable Aging Report

2. BBMR Appropriation/Allotment Status Report 

3. DOA – GDOE Allotment Received Report

4. OFB – Financial Status Designation Report

GDOE 

DOABBMR
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OFB FINANCIAL DESIGNATION REPORT
HOW DO WE GET OUT OF C-WATCH DESIGNATION? 
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OFB FINANCIAL STATUS DESIGNATION

 Financial Status Designations, per Section 3133, 
Chapter 3, Title 17 GCA, are as follows:

 A-Stable: Indicating that the GDOE has positive variance 
reports in all budgeted expense categories at the time of 
reporting.

 B-Warning: Indicating that the GDOE has a negative 
variance report exceeding 10% of the YTD budgeted 
amount in an expense category or 5% in aggregate at the 
time of reporting for budgetary object categories. 

 C-Watch: Indicating that the GDOE has a negative 
variance report exceeding 2% of the approved budget 
amount when combining YTD actual and annualized 
projections at the time of reporting for budgetary object 
categories. 

 Financial Status Designation Actions

 CODE B-Warning. The Superintendent of Education 
(Superintendent), in conjunction with the Deputy 
Superintendent of Finance, shall submit an explanation of 
variance within five working days of an EFSC Warning to 
the GEPB and EFSC that explains each expenditure 
category; and 

 CODE C-Watch. The Superintendent in conjunction with 
the Deputy Superintendent of Finance, shall submit a 
Corrective Financial Recovery Plan to eliminate 
Watch conditions within 20 working days of an EFSC-
issued Watch to the GEPB. The GEPB shall review, modify 
and approve by resolution the corrective Financial 
Recovery Plan and submit it to the EFSC within 15 working 
days of receipt from the Superintendent.
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OFB FINANCIAL STATUS DESIGNATION (CONT’D)

B-Watch C-Watch 
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C-WATCH: FY 2016 PROJECTED LAPSE/(SHORTFALL)

 Projected Lapse/(Shortfall)

 Fund: Consolidated Local Funds as of 07/31/16

 Formula for projected shortfall: 

 Note: EFSC Meeting held on August 31, 2016, revealed that in 
lieu of GDOE Budget Modifications submitted to BBMR will 
bring C-Watch accounts (i.e., water and power) as of 07/31/16 
to A-Stable.  8

Budget Act(s) Approp. 

Minus: Reserve

Total Allotments 

Total Allotments 

Minus: GDOE YTD Expenditures

Plus/Minus: Manual Adjustments 

Minus: Projected Remaining Expenditures

Total Projected Lapse/(Shortfall)

 (6,000,000)

 (5,000,000)

 (4,000,000)

 (3,000,000)

 (2,000,000)

 (1,000,000)

 -

1/31/2016 2/29/2016 3/31/2016 4/30/2016 5/31/2016 6/30/2016 7/31/2016

Contract - - (1,812,202 (1,456,309 - - -

Telephone (115,921) (17,040) (17,212) (17,436) (17,488) (17,538) -

Water (422,932) (774,163) (989,024) (1,152,756 (844,129) (913,487) (605,153)

Power (2,751,354 (2,246,340 (2,340,162 (2,228,344 (2,139,269 (2,250,755 (1,534,625

C-WATCH: PROJECTED SHORTFALL

Power Water Telephone Contract



C-WATCH (CONT.): CAUSES AND CORRECTIVE ACTION 

 Causes: 

 Legislature has underfunded operations.

 Limited Transfer Authority

 BBMR-Imposed Reserves Impact Financial Status
Designations

 Lowers the level of allotments GDOE is expected to receive
and increases the estimated shortfall for specific object
categories.

 Timing of modifications to ensure that we do not 
underfund personnel.

 Pending BBMR to process GDOE allotment modification 
transferring funding from personnel to power, water, and 
telephone. 

 Pending DOA payments to GDOE of approximately $3.8 million 
(M) earmarked for operations is subject to collections. 
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 Corrective Action: 

 Request for continued release of BBMR-Imposed Reserves,
if any.

 Transfer of appropriation object categories such as
Personnel to Utilities and Contractual Services to cover
estimated appropriation shortfalls.

 GDOE get better at forecasting:

 Update forecasts weekly for expenditures and biweekly for 
payroll. 

 Budget and accounting have regular meetings on status of 
cash/expenditures. 

 Continued monitoring and tracking of DOA accounting
adjustments.

 Ex: DOA communicates with GDOE, any prior adjustments to
the $3.8M, so that both departments can be in agreement.


