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The Results Are In...

Cherry Bekaert is pleased to present the results of our 10t Annual State and
Local Government Benchmarking Survey. Based on responses from
government participants, this report provides insight into how government
entities are responding or planning to respond to a wide range of issues from
workforce and benefits, to use of technology, to debt structure, COVID-19 and
more, plus some highlighted year-over-year trends.

Both challenges and opportunities were created by COVID-19, including fiscal
pressures that created the need for local governments to step up mitigation of
risks around workforce, cybersecurity and other areas.
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Survey Highlights

» \Workforce and Benefits — While a competitive salary was identified as the most significant barrier to recruiting and retaining

talent, it appears that organizations are attempting to respond to this concern. Our survey shows over 80% of participants
anticipate that salaries will increase this coming budget cycle versus last year.

v

Use of Technology - Although 82% of respondents believe the increased use of technology will be necessary to keep costs
under control, 51% of the respondents still require paper based or manual steps for most internal administrative processes.
Budget — while insufficient budget or funding was identified as the main barrier to implementing new technology, respondents
are almost twice as concerned about having enough budgeted funding for the replacement of aging infrastructure.

Whirlwinds of COVID-19 — It appears that most organizations will continue to allow teleworking even after the pandemic is
over, providing employees with greater flexibility, even in government entities.

Financial Reporting - While the adoption of the lease standard is required for fiscal years beginning after June 15, 2021, 74%
of respondents have not started or have only just begun the implementation process of GASB 87.

Risk Assessment and the Audit Process — Over the past five years, most fraudulent events were identified through the
internal audit function.

Data & Dollars — The cryptocurrency market is predicted to witness a significant growth of nearly 30% between 2021 - 2026.1

However, none of our survey respondents are currently using cryptocurrency, with only a few considering utilizing it in the near
future.

v v v v V¥

1 Globe Newswire, Feb. 23, 2021



Learning Objectives

Understand current
management trends for
local government entities

Gain an understanding of
what finance professionals
believe the future holds for
government financial
management

Gain insight into the
current areas of concern
shared by government
finance professionals

Assess data for internal
benchmarking and
budgeting




Participant Data




Participant Data

44%

Municipality

33%

County

8% 15%

School Authority,

Commission
or Other

Participant Titles

&

m CFO/Director of Finance
= Controller, Accting & Finance Mgr.
= Other

Number of Employees

&

=0 - 500 = 501 - 2,500
= 2,501 - 5,000 = >5,000

Size By Revenue

- 4

m <50 million = >50-250 million =>250 million




Workforce & Benefits
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Workforce & Benefits

How has your staffing level for financial and accounting positions changed in
the last budget cycle?

90%

80%
69%

70%
60%
50%
40%

30%

m2014 m2015 ®m2016 m2017 m2018 m2019 m2020 =2021
21%
20%

10%

IIII||| B |““||
. BEE=unl

Increased Decreased Stayed the Same




Workforce & Benefits

How have salaries throughout the entity changed over the past year?

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

Increase

55%

m 2013

2014 m=m2015

Decrease

2016 w2017 m2018 m2019 m2020 m2021

44%

Stay the Same

Our survey shows more salaries stayed the same this past year versus a higher increase in salaries the previous year.
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Workforce & Benefits

In the next budget cycle, how do you anticipate salaries will change?

90%

81%

80%
70%
60%
50%
40%

30%
17%

Increase Decrease Stay the Same

20%

10%

0%
Our survey shows more salaries will increase this coming budget cycle versus last year where more were predicated to stay the same.
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Workforce & Benefits

Over the next three years, what is your expected turnover (including
retirement) of finance and accounting staff?

m]1-3% =m4-8% =9-14% =15% ormore = We don't expect any turnover
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Workforce & Benefits

What do you believe were the contributing factors to the turnover? Check all that apply.

Layoffs due to budget constraints

Competitiveness of salaries

Competitiveness of benefits

Low morale within government

Perceived inability to advance within the locality/entity

Career advancement upon job change

Unhappy with management

Retirement

o
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20%
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30%

40%

50%
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70%

80%

m 2021

2020
m 2019
= 2018
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m 2015



Workforce & Benefits

What do you believe are the most significant barriers to recruiting and retaining
talent? Check all that apply.

Work-life balance _ 23%
Lack of work-from home flexibility ||| GG 25
Perceived lack of career advancement _ 47%
Competitive benefits _ 13%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
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Workforce & Benefits

Has your entity implemented
measures to help reduce
healthcare costs?

6/7% Yes

g@ 33% No

If Yes: Which of the following measures has your entity implemented that
have reduced healthcare costs? Check all that apply.
In-house pharmacy operations I 9%
In-house medical facilities 10%
Wellness programs or incentives I G300
Account-based healthcare plans N 10%
Reduced spouse and dependent coverage I 6%
Increased employee premium I 16%
Switched to self-insured N 17%

Not Applicable I 33%

0% 10% 20% 30% 40% 50% 60% 70%
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Workforce & Benefits

How does your entity provide annual professional continuing education and
training for its employees? Check all that apply.

In-house training conducted by service providers || NG 5%
National society conferences/training events 57%
state society conferences/training events ||| GTcGEEEEEEEE
Self study | 54%
Internal Webinars ||| G 2

External Webinars - [ " s

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
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Use of Technology




Use of Technology

How many IT-related full-time employees does your entity have? (By number of
employees)

More than 20

11-20 Employees

0 Employees

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%
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Use of Technology

What percentage of your IT staff is outsourced?

mUpto 25% m26-50% More than 50%

19

® \We do not outsource




Use of Technology

What is your main barrier to implementing new technology? Check all that apply.

Competing priorities

Lack of organizational agility

Lack of an overall information technology strategy

Security or privacy concerns

Insufficient budget or funding

Lack of technology expertise

No barriers

18%
I 17%
0% 10% 20%
20

30%

40%

50%

60%

70%




Use of Technology

My organization currently receives IT certifications and/or attestations at least annually.
Check all that apply.

150 27001 [ 2%

soc1 [ 6%
soc2 |G 2%
HPAA [ 11

dontknon [ <o

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
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Use of Technology
My organization maintains current cyber liability insurance.

80%
70% 67%
60%
50%

40%

30%

30%

20%

10%
3%

0%
Yes No | don't know
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Use of Technology

How would you rate your organization's preparedness for a cyber-attack?
2018
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m Very Prepared

® Somewhat Prepared
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2020

m Limitedly Prepared

m Unprepared

2021




Use of Technology

How well are your employees trained on the importance of cybersecurity?

60% 57%
50%
40%
m 2016
30% m 2017
= 2018
21% m 2019
0
20% 15% m 2020
m 2021
10%
0%
Very well; everyone receives Some general training is provided Some general training is provided We don't formally train our
required formal training at least  as part of the onboarding process sporadically or if a significant event employees on cybersecurity
annually only occurs
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Use of Technology

Does your entity have a Chief
Data Officer or equivalent?

mYes =No
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Use of Technology

Does your organization Do you have a formal data
have a formal data management program?
strategy?

= Yes

2N

= No = Yes

= No
= Being

implemented
= Not sure

= Not Sure
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Use of Technology

In the past year, has your entity experienced a data breach (actual
or attempted)? Check all that apply.

Business Email COMprised g 1 50/, 2020

Stolen Information g"7o, 10% m 2021

Ransomware ] 5%8%

Password Guessing 4% 8%

Recording Key Strokes 1 1% 5%

iohi 66%
P S NG N 5676

; 23%
T AT O VTS | 340,

Denial-of-Service ] %%/%

22%
N e o — 329,

0% 10% 20% 30% 40% 50% 60% 70%
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How was the data breach (actual or
attempted) perpetrated? Check all
that apply.

I

= Deliberately perpetrated by an external party
= Unintentional information release
= Deliberately perpetrated by an internal party




Use of Technology

How confident are you of your incident response program in detecting,
responding to, and recovering from a breach in a timely manner?

= Not confident

= Reasonably confident
= Confident

m Very confident
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Use of Technology

Is an attack or penetration study or vulnerability assessment part of your entity’s
strategic planning process?

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%



Use of Technology

Do you anticipate replacing If Yes: are you Considering moving to the Cloud?
your enterprise business

systems or other business

systems (tax revenues,

management, etc.) in the

next 18-24 months?

@ 37% Yes

g@ 63% No

0% 10% 20% 30% 40% 50% 60% 70% 80%
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Use of Technology

From last year’s survey, there has not been a Risk exposure remains high, with only one-third of
shift away from manual to more digitization. respondents having a formal risk program.

Do most internal administrative
processes still require paper based or
manual steps?

nYes

= NO
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Budget

What percent of your entity’s budget is spent on IT? (By revenue)

40%

35%

30%

25%

20%

15%

10%

5%

0%

<1%

1-1.9%

m <50 million

2020

2-2.9% 3-3.9% 4-9.9%

H 50-250 million

® >250 million

Ll

>10%
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40%

35%

30%

25%

20%

15%

10%

5%

0%

2021
<1% 11.9%  229%  3-39%  4-99%  >10%

® <50 million ®=50-250 million ®>250 million



Budget

Compared to this past year, Iis your budget for technology in the upcoming yeatr:

m L arger
m About the same

Smaller
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Budget

Do you have concerns about budgeted funding for any of the following? Check all that apply.

Replacement of aging infrastructure | 5T%
Transportation 22%
Technology 37%
Security and terrorism preparedness 13%
Security and prevention of cyber attacks 25%
Services for the increasing aging population 13%

Services for the increasing population 17%

None | — 30%

0% 10% 20% 30% 40% 50% 60%
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Budget

How are Sales Tax Collections in your current year compared to previous years?

40%

35% 34% 34%

32%

30%

25%

20%

15%

10%

5%

0%
Increased Decreased Remained flat
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Budget

Based on the most recent survey, the American Society of Civil Engineers gave the American
Infrastructure a D+. How would you classify your infrastructure?

60% -

50% -

40% A

30% A

20% A

10% -

0% -

Exceptional, fit for the future  Good, adequate for now  Mediocre, requires attention Poor, at risk Failing or critical, unfit for
intended purpose

2018 m 2019 = 2020 m2021
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Whirlwinds of COVID-19




COVID-19

» We continue to see | = ;
mixed approaches for s your Finance department

teleworking generally and teleworking as a result of
our survey results are no COVID-197?

different.

» Itis clear this mixed
approached of some
telework ensures
employees feel
comfortable and safe.

» However, we anticipate
greater teleworking to
become the new norm,
allowing employees

greater flexibility even in
government entities.

39 )
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COVID-19

As a result of the spread of COVID-19, economic uncertainties have arisen; which of the
following are more than likely to negatively impact your governments? Check all that apply.

We will not be affected I 13%

Investment balances 29%
Capital grants NG 12%
Operating grants 10%
Charges for services I EEEEEEE—— 56%
Permits, fines, and fees 35%
Communication taxes I 1900
Fuel and gas prices I 36%
Sales and use taxes I 3090

Property taxes HTTTS———" 219

0% 10% 20% 30% 40% 50% 60%
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COVID-19

How much in Coronavirus Relief Funds have you received? (By entity type)

80%
70%
60%
50%
40%

30%

20%
I | _ I
y - L |1

$10,000,000 or less $10,000,000 - $50,000,000 $50,000,000 - $100,000,000 $100,000,000 + | did not receive
coronavirus relief funds

® Municipality = County ®=School ®Authority/Commission
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COVID-19

What agencies have provided you with COVID-related funding?

Department of Education (DOE)

Federal Emergency Management Agency (FEMA)
Federal Aviation Administration (FAA)

Federal Transit Administration (FTA)

Department of Agriculture (USDA)

Department of Health and Human Services (HHS)
Department of Justice (DOJ)

Department of Housing & Urban Development (HUD)

Department of Treasury

I 18%

T 329%

I 9%

I, 229%

I 19%

I 24%

v, B9

0%

8%

5%

10%
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COVID-19

What types of funding did you receive? Select all that apply.

Education Stabilization Funds

Supplemental funding from existing federal programs

| did not receive funding from any agency

Other

0%

12%

28%

12%

6%

10% 20% 30% 40%
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60%

70%

80%

90%



COVID-19

How have you used your Coronavirus Relief Funds? Select all that apply.

Public Safety and Public Health Employee Payroll Costs I 5300
Personal and Protective Equipment (PPE) . 74%
Food distributions I 29%
Testing and contact tracing 29%
Remote working technology I 5500
Small business grants 38%
FEMA Matching I 7%
Child Care Grants I 9%
Housing Assistance I 3500
Passed through to a sub-recipient I 26%
Other I 19%

0% 10% 20% 30% 40% 50% 60% 70% 80%
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Financial Reporting




Financial Reporting

Where are you in the implementation process of GASB 87

Completed - 5%

Substantially completed

Started, but not very far along

Have not started, still learning about the standard

We do not have any leases

N

0%

5%

8%

10%

15%
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25%

28%

30%

35%

40%

45%
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Financial Reporting

GASB Statement No. 87 on Leases is effective for reporting periods beginning after June 15, 2021. Do you

expect this standard will have a material affect (adding a lease asset and lease liability) on your organization’s
financial statements?

Yes, GASB 87 will

significantly affect

my organization’s
financial statements

23%

No, GASB 87 will
have little to no
impact on my
organization's
financial statements

38%

| am not sure yet
how GASB 87 will
affect my
organization's
financial statements

39%

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%



Financial Reporting

What steps have you taken to implement GASB 877 Check all that apply.

We have, or are in the process of, implementing a new software system to track
|easesl _ 13%

We have hired a consultant. [l 5%

We have identified a core committee/taskforce/team. _ 18%

We have developed a transition plan. 10%

We have started analyzing data and evaluating the impact. [ NN 2%
We have started collecting data (lease agreements, policies, procedures, etc.). _ 64%

We have read the standard and/or implementation guidance. ||| GGG

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
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Financial Reporting

What has been, or do you see as, the most challenging part(s) of implementing
GASB 877? Select all that apply.

Educating those in charge of governance on the change I 34,
Effect on debt covenants IS 14%
Accounting disclosure requirements I 3990
Ongoing compliance, reassessment of lease terms 42%
Identification of lease software providers I 7%
Current system and technology needs 19%
Determination of discount rate I 3020
Review of lease data in all contracts I 56%
Training of departments on how to identify leases under the standard I 4100
Implementation of centralized processes for identification of leases in the.. I 31%

Current decentralization of lease tracking I 3400

Identification of entire lease portfolio (ie: completeness of lease portfolio) I 569

0% 10% 20% 30% 40% 50% 60%

49 »



Financial Reporting

Have you already, or do you plan on, purchasing software to manage leases?

mYes
m NO
| don't know

50




Financial Reporting

Where do you find information on upcoming standard changes and events that impact financial
reporting? Select all that apply.

Local trainings 46%

GFOA conference/emails 82%

Current auditor 73%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%



Risk Assessment & the Audit Process




Risk Assessment & the Audit Process

If a fraudulent event occurred at your entity in the last five years, how was it identified?

Law enforcement - 2%
External audit - 2%
ins |, 2o

0% 5% 10% 15% 20% 25% 30% 35%
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Risk Assessment & the Audit Process

What are the characteristics of your fraud hotline? Check all that apply.

We do not have a fraud hotline 47%
Thoroughly publicized to all employees [NNENEGNNN 21%
Allows for anonymity 35%
Administered by finance 1%
Administered by internal audit || N | 6%
Administered by an independent third party 9%
None of these apply to our fraud hotline || GTcNGGEEEE 12
Other I 4%
0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%
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Data & Dollars




Reporting

Has your entity seen an increase in Freedom of Information Act (FOIA) requests in the past 5
years? (By entity type)

2019 2020 2021

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%

Authority, School Municipality County Authority, School Municipality County Authority, School Municipality County

Commission, Commission, Commission,
or Other or Other or Other
EYes ®No
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Data & Dollars

Does your entity transact in cryptocurrency?

0
100% 94%
90%
80%
70%
60%
50%
40%
30%
20%
10% 6%
o I
0%

Yes, currently Not currently, but plan to in the near future
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Contacts

John J. Gilberto, CPA, MBA
Government Industry Leader
jgilberto@cbh.com
813.251.1010

Denise Lippuner, CPA, CGFM, CRMP-FED
Risk & Accounting Advisory Government
Services Leader

denise.lippuner@cbh.com

703.548.0274

Lauren Strope

Director, Assurance Services
Istrope@cbh.com
813.251.1010

About Cherry Bekaert

2021 Cherry Bekaert LLP. All Rights Reserved. This material has been prepared for general informational purposes
only and is not intended to be relied upon as tax, accounting, or other professional advice. Before taking any action,
you should consult a professional advisor familiar with your particular facts and circumstances.

inJ) Otﬁ w™ Cherry Bekaert*”

cbh.com/governmen
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