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BUREAU OF BUDGET & MANAGEMENT RESEARCH

OFFICE OF THE GOVERNOR
Post Office Box 2950, Hagétfia Guam 96932

EDDIE BAZA CALVO BENITA A. MANGLONA
GOVERNOR DIRECTOR
RAY TENORIO STEPHEN J. GUERRERO

LIEUTENANT GOVERNOR DEPUTY DIRECTOR
The Honorable Judith Won Pat May 20, 2011
Speaker Ny
I Mina'Trentai Unu Na Liheslaturan Guahan /_‘7'”/ /A
Thirty-First Guam Legislature - W/
155 Hesler Place

Hagdtna, Guam 96910

Dear Speaker Won Pat:

Enclosed is the Consolidated Revenue/Expenditure Report for the period ending April 30, 2011. There are
several statutes requiring monthly reports of revenues in addition to a report requiring both revenue and
expenditure comparisons. The individual revenue comparisons of the various mandated reports will give the
reader varying amounts, as the "base of comparison" for each legislative mandate is different. This has resulted
in criticism that the numbers being reported are different for the same month. Moreover, there is also the issue
of the different due dates for the report. While most of the monthly reports are due no later than 30 days after the
close of the month, one report is due no later than 20 days after the close of the month and another report is due
30 days after the ¢lose of a quarter. It should be noted that the quarterly report will be continually reflected in
the Consolidated Revenue/Expenditure Report for months that are between the “quarter", for information only,
and will be updated at the end of the required quarter.

In an effort to mitigate misunderstanding of the different amounts being reported, it was necessary to submit a
“consolidated" report which contains all the comparative information pursuant to each of the statutory reporting
requircments. In this format, it is evident that there are varying numbers due to the different "basis of
comparison”. It should be noted that the amounts reflected in this report are subject to internal audit and analysis
and therefore are subject to change, which is the nature of these interim reports. However, it is submitted to
meet compliance with each reporting mandate. Additionally, included in this submittal are detailed explanations
of the changes to the reporting format. It is important to note that the Department of Administration, Department
of Revenue and Taxation and the Bureau of Budget and Management Research are continuing their efforts to
improve the format, content and usefulness of this report.

Should you have any questions, piease do not hesitate to call me.

Sincerely,

6@; g
W Certification of information contained in Enclosures subject to Note 1.

BENITA A. MANGLONA /(),e/m’»- A . Nenfoa

Enclosures
Benita A. Manglona, Director, Bureau of Budget and Management Research

Bernde O Mapalone_

Benita A. Manglona, Acting Director, Depar@ent of Administration

Qe ¢.CQuieo

John P. Camacho, Director, Department of Revenue and Taxation
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Explanations of the Changes to the Reporting Format

Overview

We have made numerous changes to the General Fund Monthly Revenue Report. There are three
different statutes requiring varying revenue reports for the same month. One statute requires the
tracking of revenues for the fiscal year, the comparison of actual monthly revenues to adopted
revenues, and a monthly comparative revenue and expenditure reports that compare budgeted and
actual revenues due 20 days after month end (5 GCA, Ch. 5, §4109(c)(3)). The second statute requires
the comparison of actual revenues for the quarter to projected revenues for the fiscal year and is due 30
days after the close of each quarter (5 GCA, Ch. 4, §4109(f)). The third statute, Public Law 30-196, Ch.
XlIl, §5, similar to 5 GCA, Ch. 5, §4109(c)(3) but is due 30 days after the end of each month, requires the
revenue tracking report. It was determined that all these reports could be consolidated into one
comprehensive report in full compliance with each statute but presented together for the purpose of
ease of comparison. As can be seen in the revised report, the same month can produce several different
revenue numbers as required by each statute.

The following illustrates how the report should be read, what the changes were, and how the changes
improve the quality of the report. In summary, we have updated the titles/headers of the various
section of the report, included new sections, and included the laws requiring the various reports and the
due dates. Also changed, is the previous title of “Estimated” to “FY2011 Adopted Revenues Allocated
for the Month”; and “Actual” to “FY2011 Actual Collections for the Month”.

Page One: Combined Comparative Statement of Revenues

How to read the Report:

The “Combined Comparative Statement of Revenues Monthly Actual Collection Comparison FY2011 and
FY2010” columns show how we did in the actual collections in FY2011 compared to FY2010 by revenue
classification. This data aids us in identifying trends from period to period. However, it should be noted
that this is only a monthly comparison.

The “Combined Comparative Statement of Revenues YTD Actual Collection Comparison FY2011 and
FY2010” columns show how we did in actual collections in FY2011 compared to FY2010, by revenue
classification, on a year-to-date basis. For the month of April 2011, it shows the cumulative effect on
the revenues from the beginning of the fiscal year until the month indicated on the report (in this case

October 2010 to April 2011).

Changes to the Report:

The Provision of Tax Refunds was moved from the Income Tax classification to a separate section below
the General Fund Revenues total, for informational purposes only and to ensure comparison of data
which otherwise would have been skewed. For illustration purposes only, the month of February is
discussed below, comparing the original format of the report to the revised format. The original format



subtracts the provision for tax refunds from the actual collections of Income Taxes. The total provision
for refunds in FY 2010 was $134M as compared to $100M in FY 2011. Consequently, the use of the
original format will yield a net increase in FY 2011 revenues of $28M over FY 2010, whereas the revised
format will show a net increase of $15M. To confirm the correct revenue increase/decrease amount,
take the increase/decrease amounts of each revenue category {except Provision for Tax Refunds) in the
original format and the total will be a net revenue increase of $15,415,346 over FY 2010, which is the

exact variance reflected in the revised format.
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Another change in the formatting, is the presentation of the adopted "Provision for Tax Refunds”
{pursuant to P.L. 30-196) and the updated estimated provision for tax refunds from the Department of
Revenue & Taxation (DRT), based on the number of processed returns and estimates of the remaining

un processed returns.

As of the month of February 2011, DRT's assessment of the provision for tax refunds is tracking at $117
million for the year. This number will be adjusted accordingly by DRT as updates become available.

The headers were changed to he more explicit in what the schedule presents.

How this improves the guality of the Report:

These changes allow the tracking of revenues based on the gross amount. Furthermore, the change in
headers further clarified what is being reported.

Page Two: Adopted Revenues Compared to Actual Revenues (Monthly and Quarterly)

How to read the Report:

The “Monthly Adopted Revenues Allocated vs. Monthly Actual Revenues” columns indicate how we did
from the actual monthly collections to the adopted revenues for the month. This allows the tracking of
how revenue collections are trending compared to the budgeted projections. P.L. 30-196, Chapter |,
Section 6(2) required the Director of the Bureau of Budget and Management Research to create and
submit a General Fund twelve {12) month revenue budget based on the adopted General Fund revenues
for FY 2011. This monthly allocation of the revenues, under the header “Adopted Revenues Allpcated
for the Month”, is what is being utilized as a point of comparison with the actual coliections.

The “Quarterly Adopted Revenues Allocated vs. Quarterly Actual Revenues” columns indicate how we
did in actual collections compared to the adopted Revenues, on a quarterly basis. If the report is
between quarters, the last quarter reported will still be reflected.

Changes to the Report:

We expanded the headers to indicate the Public Law/GCA reporting requirement and the timeframe for
submission.

¢ The "Monthly Adopted Revenues Allocated vs. Monthly Actual Revenues” column is required by
5 GCA, Ch. 4, §4109(c)(3), due no later than 20 days after the month-end. The previous header
was changed from “Estimated” to “FY2011 Adopted Revenues Allocated for the Month”; and
"Actual” to “FY2011 Actual Collections for the Month”.

e The “Quarterly Adopted Revenues Allocated vs. Quarterly Actual Revenues” is required by 5
GCA, Ch. 4, § 4109(f) and is due 30 days after the close of each quarter.

We included the guarterly statement as required by 5 GCA, Ch. 4, § 4109(f). This section provides the
quarterly tracking data.

From the previous format, we moved the “Year-to-Date” comparison to the third page.

How this improves the quality of the Report:




The change in headers clarified what is being reporting. The inclusion of the “Quarterly Adopted
Revenues Allocated vs. Quarterly Actual Revenues” allows us to track the revenues on a quarterly basis.

Page Three: YTD Adopted Revenues Allocated vs. YTD Actual Revenues and

FY 2011 Adopted Revenues vs. Projected Revenues to Year End

How to read the Report:

The "YTD Adopted Revenues Allocated vs. YTD Actual Revenues” columns indicate how we are tracking
on a cumulative year-to-date actual collection compared to the Adopted Budget’s projected revenues.
This section allows us to see how we are doing compared to the adopted revenue level.

The “FY2011 Adopted Revenues vs. Projected Revenues to Year End” section is new to the report. This
compares the “FY2011 Adopted Revenues” for the entire fiscal year (October 2010 to September 2011)
to the FY2011 Revenue Tracking for the year. The Revenue Tracking is a revenue projection to the year-
end based on our actual collection to date and weighted by empirical trends of prior years. This column
indicates how much we estimate our year’s collection will be. It should be noted that this is an estimate
and is subject to change as new data is collected and analyzed.

Changes to the Revenue Report:

This page is new to the General Fund Revenue Report.

How this improves the quality of the Report:

The inclusion of this page improves the quality of the report as it allows us to see how we are doing on a
yearly basis and, more importantly, how we expect to do for the year. This allows us to better plan for
any budgetary shortfalls or surpluses.



