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EXECUTIVE SUMMARY 
 

Government of Guam Medical Referral Benefits Bank Account 
Report No. 09-06, November 2009 

 
This report presents the results of our review of the Guam Medical Referral Benefits Bank 
Account (MRBBA), which was established by Public Law (P.L.) 24-276 for the deposit of 
frequent flyer miles earned by travelers at government expense. The review was initiated at the 
request of a Senator of the 30th Guam Legislature. Our audit objective was to identify and report 
difficulties in the implementation of P.L. 24-276.  In summary, we found that the MRBBA 
cannot be implemented because the current mechanisms identified in P.L. 24-276 does not take 
into account the major airline that services Guam’s (major airline) authority and prerogative to 
establish, regulate, and restrict its frequent flyer program.   Similar attempts to pool travel miles 
by the U.S. Federal Government and the governments of the Commonwealth of the Northern 
Mariana Islands (CNMI), and the Republic of Belau (Palau) were equally unsuccessful for the 
same reason. 
 
DOA’s Implementation Difficulties 
In an effort to credit travel mileage to a single account, the Department of Administration (DOA) 
acquired a business credit card in October 2008 to be used exclusively to pay for all DOA 
approved air travel.  By arrangement with the local financial institution which offers the credit 
card, purchases made on the credit card earn airline miles from the major airline.  Although DOA 
earns miles through the purchase of the tickets, the travelers are awarded the flight miles. 
  
As of October 12, 2009, the business credit card earned 789,598 frequent flyer miles from airline 
ticket purchases.  As of November 12, 2009, no miles have been redeemed for free flights 
pursuant to P.L. 24-276.  
 
The Airline’s Frequent Flyer Program 
The major airline and its program partners retain the right to regulate their frequent flyer 
programs. Currently, the program is limited to individual members who may not establish more 
than one account. Corporations and other entities are not allowed membership. The major 
airline’s Sales and Marketing official explained that government efforts to establish accounts and 
to pool government travel miles is in conflict with their corporate policy.  In response to the then 
proposed legislation, a senior airline official noted in a 1997 letter of “the need for some 
fundamental changes in the proposed structure of the program,” and that pooling miles “is not 
physically possible” in their system.    
 
Service Charge for Miles Transfer 
The major airline does allow the transfer of miles from one account to another. For a service 
charge of $7.50, 500 miles can be transferred to another account.  Although transfers are 
allowable, travel recipients also need to have their own frequent flyer accounts. P.L. 24-276 does 
not address the transfer of miles, including who should pay the transfer service charge, nor does 
it require medical patient recipients to establish or maintain their own accounts.  
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Other Government Mileage Banking Programs 
We reviewed mileage banking initiatives by the U.S. Federal Government, CNMI, and Palau.  
None were successful for the same reason as the government of Guam’s. 
 
• U.S. Federal Government:  In May 2001, the Government Accountability Office (GAO) 

reported to Congress that implementing frequent flyer mileage banking programs would be 
difficult because (1) airlines would not pool the miles earned on official travel; (2) airlines 
would not create separate accounts for the individual’s personal and official travels; and (3) 
as experienced by the GAO, the General Services Administration, the Department of 
Defense, and the Department of Interior, the administrative costs of managing frequent flyer 
banking programs outweighed the benefits.  

 Subsequently, in December 2001, Congress passed P.L. 107-107, allowing federal employees 
to retain the miles and benefits they earn from government travel.   

 
• CNMI:  The Commonwealth’s P.L. 9-54, passed in 1995, required all miles earned on 

government travel be allocated to the medical referral program. The law was repealed in 
1998 because the airlines could not be required to establish a master account for the CNMI 
government.   

 
• Republic of Belau: Palau’s Bill No. 7-12, proposed in 2005, would require all frequent flyer 

miles earned from government travel be used by the Ministry of Health to benefit citizens 
who require urgent off-island medical care.  As of November 2009, the bill has yet to pass, 
despite numerous re-introductions in the Senate. 

 
Conclusion and Recommendation 
P.L. 24-276 attempts to mandate some government control over a privately initiated incentive 
program. The airline retains the right to implement, regulate, and/or discontinue the program, if it 
so chooses, and cannot be required to change its policies on this issue.  The airline will not allow 
individual travelers to establish separate personal and government accounts, nor will it allow 
communal master accounts for governments or corporate entities. Should the government of 
Guam require employees to transfer government travel miles, P.L. 24-276 makes no provision 
for the payment of transfer service charges or for monitoring such transfers. We encourage 
charitable donations of employees traveling at the government’s expense to give miles earned 
from official travel into the MRBBA.  However, the administrative burden of monitoring the 
deposit of frequent flyer miles should not be placed on a government agency. 
 
Although well intended, the current mechanisms identified in P.L. 24-276 does not take into 
account the airline’s authority and prerogative to establish, regulate, and restrict its frequent flyer 
program nor does it recognize the failed attempts of other governments to initiate change in 
airline policies. We believe that the implementation of the MRBBA under the current mechanism 
is not feasible; therefore we recommend the repeal of P.L. 24-276.   

 
 

Doris Flores Brooks, CPA, CGFM 
Public Auditor
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Introduction 
 
This report presents the results of our audit of the Medical Referral Benefits Bank 
Account (MRBBA).  The review was initiated at the request of a Senator of the 30th 
Guam Legislature to evaluate the implementation of Public Law (P.L.) 24-276, which 
established the MRBBA for the deposit of frequent flyer miles earned by employees 
traveling at government expense. Our objective was to identify and report difficulties in 
the implementation of P.L. 24-276. 
 

 

The audit scope and methodology are detailed in Appendix 1.  
 
Background 
P.L. 24-276, enacted in October 1998, intended the MRBBA to fund air travel for 
patients under the Medically Indigent Program who need off-island medical treatment, 
for their accompanying family members, and any necessary health care staff.  The only 
eligibility criteria described in the law are: 
 

• Financial need;   
• Lack of availability or required medical services on Guam; and  
• Urgency and severity of illness, as documented by an attending physician.1 

 
The MRBBA is administered by the Department of Administration (DOA). The DOA 
Director was to negotiate with an airline serving Guam for mileage deposits.  The DOA 
Director and the Guam Memorial Hospital Authority (GMHA) Administrator were 
mandated to jointly promulgate rules and regulations to implement the program. 
However, both the GMHA Administrator and DOA Management Analyst informed us 
that no rules and regulations were ever promulgated. 
 
According to P.L. 24-276, the air carrier was to deposit all the travel benefits accrued by 
government of Guam employees directly into the MRBBA no later than ninety (90) days 
after the date of departure. The Medical Referral Office Manager and the GMHA 
Administrator or their designees were authorized to withdraw from the MRBBA.   
 
 
 

                                                 
1 P.L. 24-276’s eligibility standards were not detailed and only provided these guidelines. 
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Results of Audit 
 

We found that the MRBBA cannot be implemented as intended because the current 
mechanisms identified in P.L. 24-276 do not take into account the airline’s authority and 
prerogative to establish, regulate, and restrict or discontinue its frequent flyer program at 
will.  The airline’s program limits mileage accrual to individual travelers and to certain 
flight dates.  We also found that similar attempts to pool travel miles by the U.S. Federal 
Government and the governments of the Commonwealth of Northern Mariana Islands 
(CNMI), and the Republic of Belau (Palau) were equally unsuccessful for the same 
reason. 
 
Other Government Mileage Banking Programs 
We reviewed the miles banking initiatives of the U.S. Federal Government, CNMI, and 
Palau.  Their initiatives were also unsuccessful and are discussed below. 
 
U.S. Federal Government 
In May 2001, the Government Accountability Office (GAO) issued a report relative to 
frequent flyer miles earned by employees on official travel.  GAO concluded that the 
policy of managing the frequent flyer miles program proved to be cumbersome as its 
implementation was fraught with difficulties for the following reasons:  

1. Airlines would not pool the miles received by employees on official travel.  It is 
their position that frequent flyer miles belong to the individual traveler. 

2. Airlines refused to create separate accounts for the individual’s personal and official 
travels. 

3. As experienced by the GAO, the General Services Administration, the Department 
of Defense, and the Department of Interior, the administrative costs of managing 
frequent flyer banking programs outweighed the benefits. 

The report noted that the private sector allows its employees to keep and use the frequent 
flyer miles they earn from official business travel as additional employee perks and 
because capturing frequent flyer benefits is too difficult to track.  See Appendix 2 for the 
full report. 
 
Subsequently, Congress passed P.L. 107-107 in December 2001, allowing federal 
employees to retain for personal use the promotional items (including frequent flyer 
miles, upgrades, or access to carrier clubs or facilities) earned from government travel.   
 
CNMI  
The CNMI’s P.L. 9-54 was “a creative effort to address the fiscal needs of the 
Commonwealth’s Medical Referral Program.” Enacted in October 1995, P.L. 9-54 
required all bonus miles earned on government paid flights be allocated to the 
Department of Public Health to provide air passage for medical referral program 
recipients for off island treatment.  But the airlines carrier could not be required to 
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establish either individual account numbers or a master account for the CNMI 
government.   Subsequently, P.L. 10-79 repealed P.L. 9-54 in 1998. 

 
Republic of Belau  
In January 2005, Republic of Belau (Palau) Bill 7-12 proposed requiring all frequent flyer 
miles from government paid travel be used by the Ministry of Health to benefit citizens 
who require urgent off-island medical care.  In November 2009, Palau’s Senate Legal 
Counsel Office confirmed that, despite numerous re-introductions in the Senate, Bill 7-12 
has yet to be passed. 
 
Interviews Relative to MRBBA 
We conducted interviews with officials from DOA, GMHA, the Ayuda Foundation, and 
the major airline. The following are among our findings.   
 
DOA’s Implementation Difficulties 
According to a DOA Management Analyst, the government of Guam’s miles banking 
program was difficult to implement because the major airline will not pool miles accrued 
by government employees on official travel.  Additionally, the MRBBA is an aggregate 
account not recognized, allowed or accepted by the airline under its frequent flyer 
program. This is consistent with the GAO report referred to above. 
 
In an effort to bank government travel miles, DOA acquired a business credit card 
account with a financial institution offering one frequent flyer mile for every dollar 
purchased with the card and double miles for qualifying purchases from the major airline. 
The credit card agreement was signed by the Treasurer of Guam in October 2008.  The 
Treasurer of Guam is the official named on the credit card and on the airline’s frequent 
flyer account.  DOA’s Management Analyst informed us that the credit card is 
exclusively used to pay for travel authorization tickets approved by DOA. Although 
DOA earns miles through the purchase of the airline tickets, the travelers are credited the 
flight miles.  
 
As of October 12, 2009, the business credit card accumulated 789,598 frequent flyer 
miles from airline ticket purchases.  As of November 12, 2009, the DOA Management 
Analyst stated that no miles have yet to be used.  
 
For a service charge of $7.50 per 500 miles, the airline allows miles to be transferred 
from one account to another.  Transfers are limited to a minimum of 2,500 miles for a fee 
of $37.50 and a yearly maximum of 100,000 miles for a total fee of $1,500. While miles 
can be transferred to someone in need, as defined by P.L. 24-276, the law does not 
address who should pay the service charge or establish that recipients should start or 
maintain their own frequent flyer accounts.  
 
GMHA Administrator’s Suggestion 
According to the GMHA Administrator, P.L. 24-276’s mandate was well intended.  
However, he made a suggestion to have the Director of the Department of Public Health 
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and Social Services (DPHSS) as one of the authorized officials to withdraw from the 
MRBBA instead of the GMHA Administrator.  The DPHSS Director, and not the GMHA 
Administrator, is the authorized official that oversees the Medically Indigent Program’s 
(MIP) off-island medical referrals.  Refer to the Ayuda Foundation “Wings for Life” 
section for more information on MIP off-island medical referrals. 
 
The Airline’s Frequent Flyer Program 
The major airline’s Sales and Marketing official confirmed that the government of 
Guam’s credit card purchases had accrued approximately 789,000 miles.  The official did 
know that the government of Guam had been attempting to pool miles, but stated that 
doing so was not feasible because it is in direct conflict with the airline’s frequent flyer 
program policy.   
 
The same issue surfaced in a November 1997 letter from the major airline’s Staff Vice 
President where he stated that they have “reviewed the revised draft Bill No. 1822 and 
note the need for some fundamental changes in the proposed structure of the program,” 
and that “pooling” miles from various individuals is not practicable in the airline’s 
system.  See Appendix 3 for the letter. 
 
Ayuda Foundation “Wings for Life” 
The “Wings for Life,” administered by the Ayuda Foundation, is one of the airline’s 
miles donation programs.  It provides air transportation for people who need off-island 
medical treatment but cannot afford the airfare.  The Ayuda Foundation is a non-profit 
organization dedicated to improving delivery of health care services throughout the 
Micronesia region. Miles account holders can assist in the program by donating miles 
into the foundation’s “Wings for Life” account. To encourage donation, the airline 
waives service fee for miles donations. 
 
The “Wings for Life” Administrator confirmed that the Ayuda Foundation provides free 
airline ticket for patients enrolled in MIP administered by DPHSS.  MIP contacts the 
Ayuda Foundation for assistance and the foundation coordinates with the airline for the 
booking and reservation of the free ticket(s).  The “Wings for Life” restricts its assistance 
to only two economy class tickets for the patient and an escort.  

Tracking of Accrued Miles by the Public Auditor  
 

We tallied the frequent flyer miles accrued during the Public Auditor’s official travels 
between fiscal years 2005 and 2009 and arrived at a figure of approximately 144,379 
mileage points.  If the Public Auditor were to transfer the miles from her personal 
account to the government of Guam account, she would have to pay approximately 
$1,875 to transfer 125,000 of the 144,379 miles accrued.  The cost of the transfer is more 
than a roundtrip airfare from Guam to Hawaii of approximately $1,200. 

                                                 
2 Passed into legislation as P.L. 24-276. 
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Conclusion and Recommendation 
 
The implementation of P.L. 24-276 has been hindered because the mandate that “…all 
travel benefits accrued by a government of Guam employee shall be deposited directly 
into the account by the air carrier no later than ninety (90) days after the date of 
departure," is not feasible. The major airline serving Guam cannot be required to 
establish separate personal and government travel accounts for individuals or a master 
account for the government of Guam.  Additionally, the administrative burden of keeping 
separate records of official and personal travel miles, determining the accuracy of the 
records, and monitoring the deposit of frequent flyer miles would be tremendous and 
likely not cost justified. 
  
Even if travelers transferred their government-paid frequent flyer miles, there is no 
current policy or guidelines addressing who will pay the service charges or who will be 
responsible for monitoring mileage transfers.  
 
We encourage charitable donations of employees traveling at the government’s expense 
to give miles earned from official travel into the MRBBA.  However, the administrative 
burden of monitoring the deposit of frequent flyer miles should not be placed on a 
government agency. 
 
Although P.L. 24-276 was well intended, the current mechanisms identified have 
fundamental implementation flaws in that the airline’s frequent flyer program prevents it 
from obliging the government of Guam.  It does not take into account the airline’s 
authority and prerogative to establish, regulate, and restrict its frequent flyer program nor 
does it recognize the failed attempts of other governments to initiate change in airline 
policies.  The efforts of the U.S. Federal Government and the governments of the CNMI 
and Palau were similarly thwarted.   We believe that the implementation of the MRBBA 
under the current mechanism is not feasible; therefore we recommend the repeal of P.L. 
24-276.   
 
OPA’s enabling legislation requires agencies to prepare a corrective action plan to 
implement audit recommendations.  Accordingly, our office will be contacting the 
Senator who requested the audit for the implementation of the recommendation.  We 
appreciate the assistance rendered by the Department of Administration, Guam Memorial 
Hospital Authority, the Ayuda Foundation, and the major airline. 
 
 

OFFICE OF PUBLIC ACCOUNTABILITY 

 
 
Doris Flores Brooks, CPA, CGFM 
Public Auditor 
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Appendix 1:  
Scope and Methodology 
 
 
Our audit objective was to identify and report difficulties in the implementation of P.L. 
24-276.  The audit scope included the review of applicable government of Guam miles 
banking program laws, rules and regulations, policies, prior audit findings, and relevant 
documents between October 1, 2004 and September 30, 2009.  We also interviewed 
officials from the Department of Administration, Guam Memorial Hospital Authority, 
Ayuda Foundation, and the airline, and we reviewed correspondence from other 
governments that have attempted implementation of similar programs. 
 
The following steps were done in order to prepare a summary log calculating the accrued 
miles by the Public Auditor:  (1) an auditor reviewed all travel authorization (TA) files of 
the OPA from October 1, 2004 through September 30, 2009; (2) TA files were reviewed to 
identify Public Auditor travel; (3) inputted Public Auditor’s TA Number, travel destination 
(to and from), date of travel, and airlines; and (4) using the major airline’s website, we 
obtained approximate mileage accrued by entering the point of origin and destination.  
 
We conducted this performance audit in accordance with the standards for performance 
audits contained in the Government Auditing Standards, issued by the Comptroller 
General of the United States of America. These standards require that we plan our audit 
objectives and perform the audit to obtain sufficient, appropriate evidence to provide a 
reasonable basis for our findings and conclusions based on our audit objectives. 
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