el

M anage ment |

M provemen't

Program

Winter 2001 Vol.12. No. 4.

New Horizons for Financial Management

FMIP will be hosting its 30% annual JEMIP -

Conference on March 13, 2001 at the Hilton

Washington and Towers in Washington, DC.

This Conference will feature a keynote
speaker from the Federal government— the
Honorable David M. Walker, Comptroller General
of the United States, and two prominent speakers
from the private sector—Whitfield Diffie, Sun
Microsystems on computer security, and Gopal
Kapur, President, Center for Project Management.

This orie-day Confetence will have concurrent
panel sessions on a variety of topics of interest to the
financial management community. The panel ses-
sions will address:

* Optimizing Financial Management in
Government Programs

* The.Challenges of E-Government

* Building a Quality Workforce

® A New Age for Fmanclal Managemcnt
Systems

* New Horizons for Government Auditing

* Information Integration: The Impact on
Policy Process and Ovetsight

David M. Walker, Comptroller
General of the United States

More information on the agenda and regis-
tration are inside this issue.

* The Chief Financial Officers Council’s
Committee Impact Awards will be presented
duting the motning session. The luncheon
session will feature the presentation of the
Donald L. Scantlebury Memotial Awards for
distinguished leadership in financial manage-
ment in the public sector. Don’t miss this op-
portunity for learning about new hotizons for
financial management as well as networking
with senior financial officials.

Continued on page 12.

OMB Issues Guidance for FFMIA

ew tools are bcihg placed in the hands of
agencies and auditors to be used for

financial management systems with the
Federal Financial Management Improvement Act
(FFMIA). The Office of Management and Budget
(OMB) has recently revised its FEMIA
Implementation gmdancc The revised guidance,
which was developed in consultation: with agency
CFOs and Inspectors General, has been changed
substantially to focus agency and auditor activities on
the essential requirements of FFMIA. The revised
guidance lists the specific requirements of FEMIA as
well as factors to consider in reviewing financial
management systems for compliance. This document

o441

determining the compliance of an agency’s .

also provides guidance to agency heads to help -
with the development of corrective action plans to
bringan agcncy into full compliance with FEMIA.

The Dilemma -

In the past, FEMIA requirements were incon-
sistently applied. Interpretation of standards was
left to the auditor’s judgement and compliance
determinations were often times made by agency
auditors vice agency heads, as the Act requires.

The revised guidance provides assistance to
agencies and auditors to promote better under-

* standing of which requirements of OMB Circular

A-127 are relevant for substantial compliance with

Continued on page 11.
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n March 13t,h 2001, JEMIP will
hold its 30" Annual Financial
Management Conference, enti-
O tled: New Horizons for Financial
- Management. Itis a fitting theme for the gov-
ernmental transi-
" tion  that is
underway.  The
nation is welcom-
ing the 43" Presi-
dent, George W.
Bush, and soon
the President,
along with a newly
appointed  Cabi-
“net, will establish

thC.il' priorities and Karen Cleary Alderman
revise the Y 2002  Executive Director, JEMIP
budget submis-

" sion to reflect this Administration’s agenda.
The newly appointed Director of OMB, Sec-
retary of the Treasury, and Director of OPM
will join Comptroller General David M.
. Walker as JEMIP Principals.

The JFEMIP conference will highlight
many of the financial management challenges
facing the new Administration. Keynote
speakers are: The Honorable

David M. Walker, Comptroller General of
the United States; Mr. Whitfield Diffie, Dis-
tinguished Engineer, Sun Microsystems, Inc.
and a world renowned expert in computer sys-
tem security; and Mr. Gopal Kapur, President,
Center for Project Management, who is
-among the leading experts in information sys-
tem projects. In addition to keynote speakers,
the JEMIP conference panels will highlight fi-
nancial management challenges and opportu-
nities facing this new Administration. These
panel sessions will address financial systems
challenges; E-Government and technology is-
sues; the impact of information integration on
policy, process and oversight; government au-
diting issues and optimizing financial manage-
ment in government programs.

As we celebrate the New Year, a new Cabi-
net is taking shape. Over the next several
months, our new leadership will identify sig-
nificant pohcy issues, articulate goals, and ini-
tiate action. Fﬂllng key managerial posts,
including Chief Financial Officers, will then

A Joint Perspective

occur over a period of many months. A ques-
tion on the minds of many is what priority will
the management of government have in this
new Administration. While the national con-
stituency for the specifics of good government
may be limited, there are strategic forces in
place that will make government management
issues, in general, and financial management
issues, in particular, increase in significance.
Major drivers include the statutory manage-
ment framework passed during the last de-
cade; extra-government measurement of
government program performance; and cur-
rent limitations of the human capital and sys-
tems infrastructure capacity of Federal
agencies. Incombination, these issues present
challenges and opportunities to the next Ad-
ministration. :

The Management Frame-
work—Building on the Last De-
cade.

_ A robust statutory framework to improve

Executive Branch decision making, perfor-

mance, and accountability—as well as Con-
gressional oversight—has been put into place
over the last decade. Key elements include:

Shifting from input processes to re-
sults-oriented management and accountabil-
ity as required by the Government
Performance and Results Act.

Establishing the basis for routine genera-
tion of accurate, timely and reliable financial
and program cost information through the
passage of the Chief Financial Officers (CFO)
Act and related legislation.

Disciplining and focusing the information
technology planning and investment process
as mandated by the Information Technology
Management Reform Act and the Paperwork
Reduction Act.

Emphasizing protection of information
access and personal privacy through the Com-
puter Security Act, as amended, and the Infor-
mation Security Act of 2000.

In combination, this statutory manage-
ment framework sets high expectations for
linking resources to results and for exploiting
modern information management systems to
deliver services and support decision making.

Federal Performance in the 21*
Century—How will the Public
Measure?

What are the expectations of the Ameri-
can people regarding Federal government
performance? How will the performance of
government programs be measured? The -
management framework reflected in statute
marks a strategic shift in government perfor-
mance measurement from internal process
efficiency to externally focused results. Nev-
ertheless the directions are focused on the
Government establishment. In fact, govern-
ment performance is measured in a variety of
ways by internal and external institutions.
The 1999 Millennium Survey conducted by
the Pew Research Center for the People and
the Press found the percentage of Americans
who believe that government is inefficient
and wasteful has declined steadily over the
last decade to only 64%! (Down from 70% in
1992.) The Pew research found public frus-
tration focused more on elected officials who
lead government than civil servants who ad-
minister it. This analysis indicates that trust
and confidence in government is clearly |
linked to perceived performance of govern- |
ment programs.

Other external indicators paint a brighter
picture of how well government performs. A
standardized customer satisfaction index is
an approach to measuring institutional per-
formance, and one such index is the Univer-
sity of Michigan National Quality of
Research Center’s American Customer Satis- |
faction Index (ACSI). This index measures
customer satisfaction with the quality of
goods and services available to household
consumers in the United States for 164 com-
panies and 30 government agencies. The
1999 and 2000 results of 30 Federal agencies
that deliver services and benefits to the public
indicated an average satisfaction rate of 68.8
in both years, compared to 72.9 in 1999 and
71.2 in 2000 for private sector companies.
This suggests a relatively narrow gap, on av-
erage, among Americans on their perceived
performance of Federal agencies and private
sector companies in the quality of goods and
services that are provided.

Continued on page 19,
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The CFO of the 21st Century

year ago we all waited in
anticipation of the Y2K bug. We
mastered that crisis; government
programs Wwere maintained and
payment systems worked as directed. The mail
was delivered; grocery stores were stocked
and the world’s financial markets did not
crash. We all breathed a sigh of relief. For
what was at stake was not just the operation of

our information technology systems, but the

basic functioning of government itself.

Now we are into the twenty-first century
and we must clearly address the financial man-
agement challenges that confront us. The
CFO Council has identified ‘specific chal-
lenges facing the Federal CFO community in
its recently adopted “CFO Council Statement
on the 21 Century CFO.”

Four Challenges for CFOs _
- First, CFOs working in close harmony

- with Secretaries and Deputy Secretaries must

undertake a broad-based set of financial man-
agement responsibilities. These responsibili-

ties range from budget formulation and -

execution to preparation of financial state-
ments, and implementation of various finan-

- cial management statutes. CFOs need to serve
as strategic business partners in developing -

the financial and business cases for various
reengineering efforts that will effectively
lower program costs and enhance program in-
tegrity.

Second, Federal CFOs must continue to

press for a timely and constructive audit pro- -

cess. The CFO Council respectfully com-

By John Caliahan, Chief Financial Officer
_Department of Health and Human Services

mends the use of Audit Committees in Federal
Departments since they are so widely and ef-
fectively used in the private sector. But most
importantly, the CFOs and the Inspectors
General must work in close - harmony to both
identify deficiencies in financial managernent

and to move forward with effective plans to
counter these deficiencies. To that end, a

timely audit and a constructive dialogue on
the audit proccss and its fmdmgs aid both
CFOs and IGs.- -

~Third, as w1th many other scmor manage-
* ment officials, strong consideration should be

given to Taising the compensation levels of
CFOs which are now only one-third that of
the private sector and also to exploring the de-
vclopment of compensation based on objec-
tive - performance achievements, CFOs
should, of course, be held dn'cctly accountable
for their work and compensation ' patterns
should reward performance. _

Finally, for the CFO accountabxhty should
be open and public. An annual financial report
in the private sector is a gmdc to how well a
company performs and is managed. Federal
CFOs must have the same formal, compre-
hensive, accessible public record of their per-
formance. Many CFOs do this through their
consolidated Accountability Reports. This is
now a permanent part of Federal law in the
Reports Consolidation Act of 2000 (P.L.
106-531) and should be careﬁ:]ly hccdcd by
all CFOs.

But aside from these general consider-

ations, there are several specific concerns that

should be immediately addressed by Federal

CFOs.The first is computer security. The
GAO has indicated that this will be a major
item in this year’s Governmentwide financial
audit. CFOs must work closely with CIOs in

' mamtammg the highest possible level of com-

puter sccunty for their financial systems. The

* second is the need to aggressively deal with_
 the matter of improper payments. Methodol--

ogies for determining error rates for | payment
programs should be developed and ‘consis-
‘tent, long-term efforts should be made to

brmg down error rates. Finally, there is the

matter of E-Government. Government ser-
vices and information will increasingly be
made available over the Internet. CFOs must
look carefully at all their business processes
and take a lead in promoting E-commerce,
E-business, and in broadening use of the
Internet in-all areas of financial management.

Underlying all of thesc issues is the loom-
ing “human capital crisis,” as some have called
it. We need to strcngthcn and maintain the
quality of " our financial management
workforce in order to effectively meet the
challenges of implemeénting new technolo-
gies, shoring up our internal controls, and im-
proving - our dchvcry of serv1ccs to thc
taxpayers.

The Y2K crisis has passcd “If CFOs ¢an

" now focus their 'attention, roll up their

sleeves, and attack the aforementioned prob-
lems with vigor, this new century will be one

- of great promise for the CFO community.

And the American public will benefit from
their success. o '

n December 12, 2000, JEMIP

held the second Forum on

Implementing Financial Systems.

The Forum pam'cipants were
representing agencies who are “in the market”
for a new financial management system. Sixty
people from 38 agencies attended.

The 3-hour forum had presentations from
Karen Alderman, JEMIP Executive Director,

Sky Lesher, Chair, CFO Council’s Financial

Systems Committee, Jean Holcombe, Senior

Policy Analyst, Office of Management and
Budget, Office of Federal Financial Manage-
ment, Stephen Balsam and Bruce Turner,
both from the JFMIP. JEMIP shared its
goals, which were highlight common’ chal-
lcngcs with agency systems, assess: JEMIP
tools in mcctmg expectations, identify gaps
and leverage points and sharing information.
The participants at the forum discussed
topics, such as investing in financial systems,
security issues, successfully implementing fi-

“Second Forum onlmplementihg Financial Systems

nancial systems, future directions for the

' JEMIP Qualification Test, and the new finan-

cial systems Road Map. *An issue that was dis-
cussed concerned ‘the standardization of
interfaces between the core financial systems
and subsidiary systems. To view the presenta-
tion slides and/or the minutes from the Fo-
rum, go to www.jfmip.gov. If you would like
more information or if you would liké to be
informed of the next forum, please send an
email to bruce.turner@gsa.gov. o




JEMIP NEWS

FINANCIAL MANAGEMENT

" PROFILE

avid K. Kleinberg joined the Department of Transportation

in 1994 as the Deputy Chief Financial Officer. He can
quickly apprise you - of his
responsibilities—overseeing financial and accounnng
activities and occasmnally adv1s1ng on budget issues. What you notice
within'a few minutes, however, is that his principal role is.an agent for
change.  Mr. Kleinberg is clearly a forward
_ thinker who advocates adopuon of world class
private  sector  practices, . continuous
* improvement and the exploitatiOn of technology
to advance govcrnment financial management
functions. : o

.In addition to a wealth of financial managc-
ment experience, Mr. Kleinberg indicated his
recognition of the importance of in-depth analy-
sis as a fundamental aspect of his career. He

. gamed his appreciation for analysis at the begin-
ning of his career in Systems Analysis with the
Office of the Secretary of Defense, which he
joined soon after his graduation from Cornell -
Law School in 1965. . Other milestones.in his
early career include extensive experiences in the -
world of budget that began at the Bureau of Bud-

~ getin 1968. Within 7 years, he was promoted to

nity to reduce paperwork and to introduce web based services tq the |
~ public. This makes sense to do.” - |

pnmary :
five-week backlog of applications. The backlog was eliminated in less |

David K. Ia’mb"y’ D"P" Chief Financial Oﬁm’ from the Coast Guard to the Federal Aviation

\
|
|
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|

How correct he was. When the pilot DIY was initially set up with
the Federal Motor Carrier Safety Administration, employees had a

than 18 months through the use of Web-based filing. -TheResearch
and Special Programs Administration (RSPA)
registration site experienced even greater success. ;-
The DIY site developed an automated process to
- fulfill the requirement to register before trans- |
porting hazardous materials in the United States. |
RSPA reduced registration processing time from
four weeks to 20 minutes. The success of DIY.
did not go unnoticed. The department’s DIY ini- |
tiative was one of 22 winners for the ninth'annual |
. Government Technology Leadership Awards. |
That isn’t the only success the DOT has expe-
rienced in the area of financial management and
technology. Transportauon received its first un- |
qualified opinion on its 1999 financial state- |
ments. This is an impressive accomplishment. [
This “clean” opinion required great effort from
thousands of people in diverse organizations

Chief, Income Maintenarice Branch, in the Of-—

. fice of Management and Budget (OMB). A

short time later, he was promoted to Deputy Associate Dlrcctor ofthe

" Health and Income Maintenance Division, which oversaw about 40%
. of the federal budget -

Now, his most intensive and central financial managcmcnt acuvxty

is shcpherdmg Transportation’s unplcmcntauon of its new core finan-
cial management system, Delphi. Delphi is an Oracle based database:

system that not only gathers an array of data but also will effectively

group and display the data in meaningful ways to managers. Opti-.

mally used, Delphi is the core tool to integrate' multiple systems and
enable a series of progressively sophisticated E-Government strategies.

Mr. Kleinberg said that 3 of 12 organizations within Transportation.
have successfully implemented Delphi, and Transportation anticipates.

full implementation in calendar year 2001.

Many of Transportation’s recent achievements reflect Mr.
Kleinberg’s dedication to improving financial management and service
through effective use of technology. 'One highlight is Transporta-
tion’s proactive and robust sponsorship of an E-Government initiative
that focuses on services to the public. The initiative, which began in
1999 and was coined “Do-It-Yourself” (DIY), has a simple premise:
development of a common “utility” to take in the funds from the pub-
lic. 'While each Transportation program has its own Internet store-
front, all use a single backend system for ease of financial
administration and economy. The site is tightly integrated with the
Transportation’s financial management system, keeping all of these
transactions electronic. Mr. Kleinberg stated, “DIY grew out of the fi-
nance office’s desire to reduce transaction costs. We saw the opportu-

epm'tmmt of mmpmutwn

* nological advances to streamline and modernize its federal travel pro- |

Administration to correct issues involving poor
property management practices that dated back |
30-40 years. For 1999, Transportation was among the 13 of 24 larg-
est Federal agencies to achieve a clean opinion. It seems appropriate
that the Department of Transportation would lead in the use of tech-

cesses and systems.  Specifically, Transportation implemented a
self-booking system for travelers coined “FedTrip. ” Its use began ona
limited, test basis in early 2000. Because the service is tailored to meet
federal travel regulations, a traveler cannot make common, inadvertent
mistakes in arranging travel. And, because the system is automatcd, it
will save taxpayers money. FedTrip was rolled out at Transportation
headquarters by January 1, 2001. Transportation projects the pro-
gram will save $700,000 during its first full year when an estimated 20|
percent of employees book their trips via the Internet. - About
$350,000 will also be saved in staff time, because Web-booking is
faster than traditional telephone reservations. Eventually FedTrip will

.be available to other federal agencies. Due to the cost savings and ease

of use, Mr. Kleinberg expects FedTrip to quickly become popular with

“other agencies once it’s available outside of Transportatmn

Another example of applying private sector processes and techno-
logical advances to the federal government is an initiative to reduce |
procurement inefficiencies. In the next 9-12 months, the DOT plans
to roll out “Online Ordering Paymcnt Systems.” The system will be -
used for day to day purchases using web technology. Mr. Kleinberg en- |
visions a truly paperlcss means of procuring where not only the'

 Continued on pagc 23.




%

- assist

. Winter 2001

JEMIP NEWS

uring 1998, the devclopmcnt of the
Payroll Modclmg Application
(PMA) was in response to the
Department of Energy’s (DOE)
increasing - requiremerits - and expectations
during a period of declining or constrained
resources. DOE managers needed a tool to
decision-making for manpower

' requirements and to formulate a basis for
- financing all federal full time equivalents

. (FTE). Past modelmg capabilities were time

: consunung and insensitive to acrual cmploycc

] appropriations  in
- employment
- Departmental

. other
- Management

-~ data. The use of average salary statistics
- distorted the outcome of past analysis. And
support of federal
were declining in - the

Salary Appropriation
Accounts. Milton Brown and a team of four
employees (from the - Budget,
and © Program  Offices)

~.conceived and developed an innovative tool to

support management’s needs.

The PMA is a web-based application used
to forecast future payroll expenses. The appli-
cation  was  developed in  two
phases-Formulation and Execution.  The
Formulation Phase was designed to create
various payroll-forecasting models for esti-
mating employee’s salary and benefits for each
pay period for a specific year and to conduct
scenario analysis, e.g. Reduction in Force
(RIF) projections, voluntary and mvoluntary
separations, transfers, etc.

The Execution Phase was designed to-

compare the planned projections to actual sal-
aries and benefit costs and project total salary
expenses for the remaining pay periods in the
fiscal year. '

Mr. Brown organized a team to assist with
PMA’s implementation. The team developed
requirements, test criteria, and an implemen-
tation plan. In order to develop requirements

Payroll Modeling |
Application at Energy

for initial phase of the application, several
team members utilized benchmarking tech-
niques to look at similar efforts at other fed-
eral agencies. They learned that no agency in
the federal government owned a pay-
roll-modeling application. ‘In fact; several
agencies expressed an interest in testing
DOE’s model within their agency once it was
implemented at the Department. The re-
quirements and the testing phase involved
countless -hours of detailed policy analysis,
process and information-gathering to ensure
the application would pass the ultimate test of
meeting the needs of Departmental program
offices and senior management officials. -

As part of the implementation, the team
developed a pilot and pre-tested it with 10
HQ program offices and three field sites. The

" initial pilot proved to be highly successful.

The pilot was expanded to include more than

30 program offices and five field sites. Now .

the application is used Department-wide and

~ the CFO declared this application a ma]or

CFO financial system.

On August 17, 2000, Mr. Brown gave a
presentation on the Department’s PMA at
Treasury’s annual Financial Management
conference at the Hyatt in Bethesda, Mary-
land. The conference was well represented

with financial managers and other personnel

from the public and private sector. Milton has

~ also demonstrated the application at the

Equal Employment Opportunity Commis-
sion, Nuclear Regulatory Commission, and
Nauonal Aecronautics and Space Admxmstra-
tion. PMA is in the second year of implemen-
tation and continues to be a critical tool for
salary and benefits budget formulation and
execution. Please call Milton Brown on
301-903-2580 or e-mail him at mil-
ton.brown@hq.doe.gov if you are interested
in seeing a demonstration. o

JFMIP Human
Resource Project
Update

ow critical is the human resource

issue in implementing a financial

system? A recent survey indicated

that on average, only 16 percent of
information technology (IT) projects are
completed on time and on budget. That
average drops to less than 10 percent for large
organizations. In another survey, 78 percent
of respondents indicated poor ‘project
management skills as a primary cause for IT
project failure. Considering the Federal
government will spend $2.4 billion for
attaining new and replacing existing Federal
financial systems this fiscal year, it’s
imperative that agencies have a highly
qualified workforce to help ensure successful
implementation.

The JEMIP, in collaboranon with the
CFO Council’s Financial Systems and Hu-
man Resources Committees, has made steady
progress in addressing this need. 13 Federal
organizations that recently installed new or
replaced existing systems have been inter-
viewed to glean best practices and lessons
learned. As a result of those interviews and
continued communication with the CFO
Committees, experts in the public and private
sectors and academia, the JEMIP has defined
the core competencies successful Project
Managers should have in the recently issued
Exposure Draft Core Competencies for Project
Managers Implementing Financial Systems.
The Exposure Draft is posted on the JEMIP
website, www jfmip.gov. The Exposure
Draft defines 15 competencies that fall within
three categories: Financial, Human Resource,
and Technical Management. Any comments
regarding the Exposure Draft should be sent
to JEMIP by February 16, 2001.

Identifying core competencies of success-
ful Project Managcrs is only the first step in
this human resource issue. Anagency must be
able to recruit and retain Project Managers
and implementation team members. The
JEMIP with the CFO Council Committees
are finalizing another document on strategies
necessary to build a workforce capable of suc-
cessfully implementing financial systems. The
JEMIP and the CFO Council Committees
will begin working with the CIO Council
Federal IT Workforce Committee, and other

Continued on page 23.
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ne of the priority goals of NASA
Chief Financial Officer (CFO) is
to attract and retain a professional
staff with capabilities that are
commensurate with current and future chal-
lenging requirements of the Federal financial
and resources management environment. In

:the mid-1990’s, Arnold G. Holz, the NASA

CFO, initiated several key activities to achieve
this goal. One of several staff-related accom-

plishments was the publication, in October -

1998, of a competency-based career develop-
ment guide, using the JEMIP competencies as
abaseline. Concurrently, NASA published an
Individual Development Plan Advisor to help
employees plan and manage their careers.

This Guide emphasizes the need for
multi-disciplinary employces and defines the
types of competencies that are required in the

"NASA financial and resources management

|
|
|

community. Diagram A illustrates that effec-
tive performance and career growth within
the NASA financial and resources manage-
ment community involves the successful inte-

-gration of career experience with general
" competencies, technical- competencies and

demonstration of key attitudes.

NASA: recently published an enhanced
NASA Financial and Resources Management
Career Development Guide. The cxpanded
Guide now includes:

* A comprehensive library of approxi-
mately 600 classroomand”™
non-classroom based courses. These
classes correlate with the technical com-
petency knowledge and skills unique to
each job category and career stage;

* A comprehensive list of NASA and
Federal developmental assignments of
interest to the financial and resources
management community; and

* A core curriculum for all NASA finan-
cial and resources management employ-
ees that is unique to job category and
career stage. ‘

An excerpt from the en-
hanced Guide, labeled Ex-
cerpt 1, illustrates selected
knowledge/skills and learn-
ing objectives for = en-
try-level financial
management personncl

Copies of both the
Guide and IDP Adpyisor are
available. on. the NASA
CFO ,Home Page  at:
ifmp.nasa.gov/ - codeb/li-
brary/career.htm in three
formats: Word, HTML,
and interactive HTML.
Because of the dynamic na-
ture . of this information,
NASA plans to update the
library on a semi-annual ba-
sis. . ‘
. You . may direct any
questions _regarding the
NASA Financial and Re-

Competencies

‘

NASA Publishes Enhanced Career Development
Guidance for their Financial and Resources
Management Community

Principles, Program/Project
Management and Control

4 Technical
\ Competencies

Diagram A, above, illustrates how several elements combine to determing
effective performance and carcergrowth.

sources Management Career
Development Guide and IDP
Adpisor to Gail S. Williams, Chair of the
NASA Career Development Team by phone

“at (301) 286-0159 or by email at Gail.S.Wil-

liams.1@gsfc.nasa.gov. a

P8ack to Technical Financial MGMQNMI" )Buslnees Respirees Management
Competencies Page P Defini Hecbmcal Supgu
P Career Stages: IEIICTENN IEVETENTID
Competency Knowledge/Skills Leaming Objective .

: Sample of Knowledge/Skills and Learning Objectives
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Intragovernmental Transactions

fter several years of effort, it is still
not possible to effectively eliminate
interdepartmental transactions for
. Wthe consolidated  U.S. Financial

- Statement, and many agencies are still having

difficulty
transactions.
For the most part, this complex problem

reconciling  intragovernmental

'has been approached in a fragmented way,

and issues ‘have been addressed individually
rather than in an integrated fashion. Most of

the solutions' proposed entail manual recon-
* ciliations, which are very resource intensive.

Intragovernmental transactions have been
generally segregated into two basic classes: fi-
duciary and buying/selling. Fiduciary trans-
actions include borrowing and investment

- activities as well as employee benefit pro-
- grams and worker’s compensation programs.

The principal fiduciary partners are the Fed-
eral Financing Bank (FFB), the Bureau of
Public Debt (BPD), the Office of Personnel

. Management (OPM), and the Department of
' Labor (DOL). - A significant amount of work

has beendevoted to the development of a pro-
cess for communicating and reconciling these
fiduciary transactions, which are often charac-
terized as high dollar/low volume transac-
‘Because of the dollar amounts
involved, the fiduciary transactions have a ma-
jor impact on the U.S. Financial Statement.
Progress in resolving issues involving buy-

.ing and selling between federal agencies has

been somewhat slower. Some may believe
that these high volume/low dollar transac-
tions are not material at the U.S. Financial
Statement level and, thus, do not merit fur-
ther attention. However, the buying and sell-
ing transactions usually have a big impact on
agency financial statements. The elimination
of intragovernmental buying/selling transac-
tions is also complicated by the need to iden-
tify and eliminate these transactions within a
department as well as between departments.
For many departments, significant resources
and effort are required to identify and recon-
cile intragovernmental transactions within
their own department. As a result, there may
not be sufficient time and resources remaining
to permit the timely identification and recon-

ciliation differences - . arising from
interdepartmental transactions.

There are  currently several - ongoing
groups that are working to address the prob-
lems involving intragovernmental. elimina-
tions. The Chief Financial Officers (CFO)
Council sponsors two workgroups. Kathleen
McGettigan, Chief Financial Officer, Office
of Personnel Management, currently chairs
the Intragovernmental Confirmation Trans-
action. Workgroup. This group developed
FinanceNet-based reconciliation processes
for the fiduciary transactions. . Larry
Eisenhart, Deputy Chief Financial Officer at
the Department of State, chairs the CFO
Workgroup on Intragovernmental Elimina-
tion of Revenue/Expense. ‘After collecting in-
formation from federal agencies, this group
submitted a proposal for a long-term solution
to the CFO Council in late November 2000.

The Financial Management Service
(EMS), Department of the Treasury, spon-
sors a longstanding workgroup, the
Intragovcmmcntal Eliminations Taskforce,
that is comprised of financial and audmng
rcprcscntanvcs from more than 20 federal
agencies. This group was responsible for the
development of the Federal Intragovernmental

Transactions Accounting Policies and Procedures

Guide and has now begin to focus on an up-
date to the Intragovernmental Fiduciary Trans-
actions Accounting Guide that was issued last
year. In addition, the General Services Ad-

" ministration (GSA) is working in cbn]uncnon

with EMS to develop a tool to assist agencies
with the identification of trading partners for
Smart Pay charge card transactions. A data-
base will generate reports that list sales to
agencies and associated amounts as well as
purchases from agencies and associated
amounts. FMS will also deploy its new IPAC
System this year. IPAC is a migration of the
OPAC system to a new Internet based plat-
form. IPAC retains the OPAC functionality
and includes some additional data elements to
aid reconciliation. OPAC, and its successor

IPAC, is the system through which the major-

1ty of intragovernmental paymcnts and re-
ceipts are transferred.

Based on information collected: from
agencies and oversight groups, there are still

- eral government.
 policies and procedures results in inadéquate

major issues that exist despite the best efforts.

of many. These issues appear to be clustered
around three themes: business practices and
procedural i issues, financial systems and asso-
ciated technical issues, and change manage-
ment issues.

Procedural
Many of the procedural issues identified
reflect the absence of common rules for con-

ducting business transactions within the fed-
This lack of  standard

and, on occasion, conflicting policies and pro-
cedures within and between Federal depart-
ments. Inconsistencies in business practices
may be a major contributor to the absence of
complete information provided by selling
agencies in a timely manner. -

One of the most troublesome challenges

" involves the establishment of cut-off dates for

the close of an accounting month. ' Current
procedures allow each agency to establish i its
own monthly closing date, and this date may
be anywhere between the 200 day and the last
day of the month. Inconsistencies in these
cut-off dates result in widespread timing dif-

ferences for recognizing or recording transac-

tions between agency partners. Those timing
differences that occur at year-end producc rec-

onciling differences and- ehmmatxons that

span fiscal years.
Another source of difference in practices

stems from the significant flexibility that is af-.

forded for executing intragovernmental trans-
action. For example, purchases can be
prepaid or an agency can make installment
payments based on work completed. In addi-
tion, there are several mechanisms that can be
used for exchanging funds; e.g., credit cards,
OPAC billings and collections, and Standard
Form (SF) based methods. In addition, there
is considerable variation in the level of detail
that is maintained to support  an
intragovernmental transaction or that is ex-
changed witha trading partner. Federal agen-
cies that provide goods and services to other
federal agencies are not required to provide
the same level of invoice detail, such as an or-
der number or description of goods provided,
that is required for commercial vendors under
‘ Continued on nest page.
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_ the Prompt Payment Act. Other procedural

 issues include differences in the determination
of materiality across government, the lack of
standard forms and formats for confirmations
.and reconciliations, and the lack of an ade-
quate resolution process to rcsolve payment
disputes.

Technical A
Financial system limitations lie at the heart
* of the problem. Even if the business practices
are aligned, the accurate and nmcly elimina-
tion of intragovernmental transactions cannot’
be realized until the underlying financial sys-
_tem weaknesses are addressed. Many of the
legacy systems are unable to effectively cap-
ture essential data at the transaction level. In
other instances, the capability to capture rele-
vant transaction level detail may exist within
the software, but this functxonahty is not ef-
fectively implemented. Furthermore, the de-
sign of the OPAC system, which settles the
accounts of the federal trading partners, does
not ensure that adequate documentation is

consistently provided to properly support -

. fund transfers.

Also, government-mdc gmdancc issued
by central agencies is not always precise
enough to provide the discipline and consis-
tency that is needed to effectively capture
transaction details. For example, transaction
partner codes are assigned at the department
level and not at the bureau level where busi-

ness is conducted. There are no standardized ™

revenue/reimbursable source codes to pro-
mote consistency in the recognition of differ-
ent characteristics or types of revenue. There
are also opportunities to improve upon ac-
counts, account definitions, and posnngmod-
els that are currently defined in the U.S.
Government Standard General Ledger
(SGL). For example, even though the bal-
ances are material to the presentation of the
U.S. Financial Statement, there are no four
digit SGL accounts designated for
intragovernmental accounts receivable and
accounts payable. Furthermore, there is a lack
of precision in some of the account defini-
tions, and this leads to differences in interpre-
tations and inconsistencies in the classification
of financial events. Finally, current posting
models do not provide for adequate recording

- of both sides of the trading transaction at its

initial stage. When the selling agency reccives
an order, an entry is made in the proprietary
accounts to reflect unearned revenue. On the
other side, the buying agency does not make

_any corresponding entry in the proprietary ac-

counts to represent the corresponding liabil-
ity. This weakness guarantees the existence of
differences and subscquent rcconcﬂmg items.

Change Management Issues

There are also a variety of organizational
management  issues  associated  with
intragovernmental transactions and subse-
quent eliminations. Most of the current solu-
tions rely 'upon manpower intensive
reconciliations, which require cooperation
and teamwork across organizational bound-
aries and which consume lots of manhours.

Trading partners that are unresponsive, for '

whatever feason, hamper reconciliation and

 elimination efforts. There are no real incen-

tives to foster the desired behavioral change
that the needed standardization requires, and
there are no mechanisms to ensure compli-
ance with any standardized requirements.
The incentives for change are essential to the
resolution of the intragovernmental transac-
tion problems outlined here. ‘

The impacts of divergent business prac-
tices and inadequate technical infrastructure
are visible. Inadequate systems combined
with inconsistent practices are the primary
cause of agency failures to capture all appro-
priate and pertinent information at the trans-
action level. The absence of structured
posting rules and a functional architecture for
intragovernmental transactions makes it ex-
tremely difficult to identify the accounting
treatment involved on both sides of a transac-
tion without significant manual intervention.
The estimation of accruals and unbilled items
by both partners without structured business
rules virtually guarantees the existence of rec-
onciling differences. The current system ar-
chitecture does not provide for a designated
common identifier to link both sides of an ex-
change transaction within the Federal govern-
ment. This shortcoming is exacerbated by the
significant variations in the configurations of
systems and coding structures among the
agencies. There are inconsistencies in the
availability of detailed transaction data, and
even when transaction discrepancies can be
identified, locating the appropriate contact

point to reconcile and resolve the differences-
is very challenging. The effort is further com-

plicated when agency cross-servicing is in-

volved because true trading partner codcs can!

be obscured.

The combination of madcquatc ﬁnancml ‘
systems, weaknesses in central agency guid-|
ance, and diverse business practices make the :

ehmmanon challenge particularly difficult.
Current solutions focus on manual reconcilia-

tions, which consume enormous resources

and are somewhat futile if the transaction data
cannot be produced. Inaddition, the recon-
ciliation process created for the fiduciary
transactions is viewed by some as the final so-
lution- despite- the known errors associated
with interest and other computations, alloca-
tion, and recording of fiduciary activity at the
fund group level. ,

Despite what appear to be insurmount-
able problems, there are several actions that
can be taken to improve chances for a more

successful outcome. These actions should fo- |

cus on the adequacy of the data collected at the

“transaction level, the development of an archi-

tecture for effectively exchanging this data,
and the development of an environment that

facilitates the necessary behavioral changc :

These opportumncs include:

* Development of a functlonal system
and data architecture for
- intragovernmental transactions,
including common business rules, to
add needed structure.

* ' Reengineering of technical tools, such
- as a chart of accounts, posting models,
revenue source codes, and trading
partner codes, to prov1de nceded
discipline.

* Conducting a survey of implemented
agency systems to determine functional
capabilities to capture required data at
transaction level.

* Development of strategies to facxhtatc
the desired behavioral change, such as
communication strategies, training
strategies, incentives, and enforcement
mechanisms that are critical to success.

* Building upon past efforts to identify
lessons learned as well as other
opportunities for continuous
improvement. o
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* Ruth Laughner, Marla Goodwin and Mary Hurtman

‘ From the Executive Potential Prograrh -

Mary Hartman

he Executive Potential Program (EPP) is an intensive
12-month program that is open to GS 13-15 level employees

who have already proven their professional, supervisory and

~ managerial abilities. Itis part of the Graduate School, USDA’s

Leadership Development Academy. The EPP development program
-enhances the competencies needed to become a more effective léader.

"The program develops. senior-level employees through a series of

leammg experiences that include four intensive one-week residential
sessions, benchmarking experiences with major corporations to learn

" “best pracn'ccs”, meetings with leaders (in public service, business,

industry, and academia), developmental assignments, senior executive
interviews, shadowing assignments and an experiential learning

-project.

Mary Hartman is an EPP participant who has been at JEMIP on de-
velopmental assignment since November 2000. Mary’s “home
agency” is the Office of Personnel Management (OPM) whcrc sheisa
senior program analyst in the Retirement and Insurance Service. :‘Mary
is the project manager for a recently implemented Oracle database sys-
tem for the Federal Employees Health Benefits (FEHB) Program.
During her tenure at OPM, Mary has developed training programs,
planned conferences, coordinated the government-wide annual FEHB
Open Season, and managed a branch office that was responsible for the

' administration of 150 FEHB health plan contracts. While on assign-

ment at JEMIP, Mary is working primarily on human resources issues
and the upcoming JEMIP Conference.

“I worked for the Maternal and Child Health Service at HEW (now
HHS) before I moved to Utah to attend Brigham Young University.
Later, I came back to the DC area and worked for Blue Cross. Idecided
to return to work in the Federal government and resume a career in

public service. P've never regretted that choice because I found oppor-

. tunities to do meaningful, professionally challcngmg work.”

“In working at JEMIP on human resource issues, it’s clear that the
Federal government must do more to recruit and retain employees in
project management and implementation of financial systems. The
Federal government needs to be more competitive when it comes to
salaries, benefits, professional development and career opportunities. I
know that if xmplementcd JEMIP’s strategies for buﬂdmg thc Federal
workforce will work.”

JEMIP NEWS

INEW STAFF AT JFMIP

From the Executive Leadership Program -
Ruth Laughner

Marla Goodwin

Shlrl Taylor-Wllson

he JEMIP continues to support the Executive Leadcrshxp

Program (ELP) for Mid-Level Employees (formerly the

Women’s Executive Leadership Program) through sponsoring

participants in . developmental assignments. The USDA
Graduate School ELP program is available to men and women grades
GS-11 to GS-13 or equivalent who have demonstrated leadership and
management potential.  The program requirements include the
completion of two developmental assignments during the year-long
program. During the Fall and Winter of 2000/2001, threc- program
participants have worked at the JEMIP. The participants are Ruth
Laughner, Marla Goodwin, and Shirl Taylor-Wilson.

~ Ruth Laughner is an Accountant with U.S. Health and Human
Services, National Institutes of Health, Office of the Director. During
her 60-day assignment that began October 26, 2000, Ruth has been
analyzing information and assisting in draftmg the Benefis Require-
ments for Financial Management Systems document. - She has also had
the opportunity to interview a CFO whose profile will be featured in
the Spring 2001 JEMIP News.. o

Marla Goodwin is a Bank Examiner with the Farm Credit Adminis-

_tration. During her 30-day assignment that ended December 22,

2000, Marla assisted in researching and drafting Human Resource Is-
sue documents. She also contributed to the 2000 Accountability Re-
port, wrote articles for this publication, assisted in projects to enhance
the JEMIP website, and helped with preliminary work for the JEMIP
Conference. '

Shirl Taylor-Wilson came to the JEMIP on January 2, 2001, from
the Health Resources and Services Administration, Bureau of Prim
Health Care, where she is a Public Health Analyst. During her 60-day
assignment, Shirl will be working on the Benefit Systems Require-
ments project.

In addition to gaining valuable insights and experience working on
JEMIP projects, ELP participants have the opportunity to attend meet-
ings where policies and decisions impacting the financial management
community are made.

In the upcoming months, JEMIP will have other developmental as-
signments for detailees. If you are interested, please contact Doris
Chew (doris.chew@gsa.gov) or Karen Clcary Alderman (karen.alder-
man@gsa.gov) by emailo -
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JFMIP System Requirements Documents

Development and Maintenance Model

he Joint Financial Management

Improvement Program (JEMIP) has

been publishing systems requirements

documents since 1988. The Federal
Financial Management Improvement Act of
1996 (FEMIA), also known as the Brown
Bill, mandated that “each agency shall
implement and  maintain  financial
management  systems  that  comply
substantially with: (1) Federal financial
management Systems reqmrcmcnts 2
applicable Federal accounting standards, and
(3) the United States Standard General
Ledger at the transaction level.” As a result,
the JEMIP requirements documents were
established as standards for determining
compliance with financial management
‘'system requirements under FFMIA. In
addition, the Office of Management and
Budget (OMB) Circular A-127 cites JEMIP
system requirements as governmentwide
standards for financial management systems.

After FFMIA was passed, the JEMIP
adopted a two-step strategy. First, update ex-
isting requirements documents. Next, de-
velop documents’ for areas for which system
requirements had never been published. Cur-
rently, all previously published documents
have been updated and projects are underway
todevelop new documents, including benefits
and acquisition..

The process for updatmg existing require-
ments documents was fairly well known by
those involved in the prior issuance of require-~
ments. This helped to facilitate the updating
process. However, it is apparent that it is use-
ful for JEMIP publish a model for developing
and maintaining new requirements docu-

“ments. ~Although there is no prescribed.

“cookie cutter” model for developing and
maintaining documents, there are three pri-
mary categories of activities: (1) establishing
the project; (2) developing and publishing an
Exposure Draft; and (3) developing and pub-
lishing a final document. Each of these three
categories involves a number of steps, as de-
scribed below.

Establish the Project

1. Confirm that the ﬁmctlonal area;
e.g., direct loans, is within the purview of the
FFMIA, as a ﬁnancial management or finan-
cial mixed system or subsystem, in which case
a requirements document is necessary.

2. Confirm that the functional area;
e.g., direct loans, is within the purview of
OMB Circular A-127 Financial Management
Systems, as a financial management or finan-
cial mixed system or subsystem, in which case
a requirements document is necessary.

3. Confirm that policy, oversight,
and other offices, organizations, and individ-
uals are committed to the development of a
JEMIP requirements document; e.g., in the
case of direct loans, the Federal Credit Policy

Working Group (FCPWG); Chief Financial
‘Officers (CFO) Council; JEMIP Steering

Committee; and others.

4. Identify a senior level knowlcdgc—
able individual in the functional community;
e.g., direct loans, to lead the requirements de-
velopment cﬁ'ort ,

5. Identfy orgamzauons offices, in-
dividuals, and affinity groups that are in-
volved or interested in the development of the
JEMIP requirements document; e.g., in the
case of direct loans, the FCPWG; CFO Coun-

«il; CFO Council Financial Systems Commit-

tee (FSC); JFMIP Steering Committee;
vendors; and others.

6. Generate a letter, or letters, to
policy, oversight, affinity groups, and other
stakeholders to solicit members to serve on
the requirements document dcvelopment

team, and schedule a kick-off meeting for the
- leader, members, and others to meet, greet,

and begin effort.

7. Identify or form. a senior. level
oversight group to resolve cross-cutting pol-
icy issues that are identified during the re-
quirements development effort and that

‘cannot be resolved by the team.

Develop and Publish an Exposure Draft:

8. Conduct the kick-off meeting,
where the development group is formed and
short-term action items are identified, includ-
ing scheduling of the next meeting.

9. ' Collect existing, relevant, useful
documentation that the team may be able to
use; e.g., laws, regulations, glossaries, existing

" high-level requirements documents, etc.

10. Develop an outline or strawman
for a draft requirements document.

11. Circulate the outline/strawman
to all members and others that may be inter-
ested and invite the submission of comments

and recommendations for additions, changes,
and deletions. i

12. Develop a draft reqmremcnts
document.

13. Circulate the draft document to \
all members and others that may be interested
and invite the submission of comments and |
recommendations for addmons, changes, and ‘
deletions. -

14. Provide periodic status reports |
on the project to policy, oversight, affinity \
groups, and others that are interested in re- F
ceiving reports; e.g., FCPWG in the case of |
direct loans; CFO Council FSC; JEMIP
Steering Committec; and others.

15. Meet as necessary with the issues
resolution oversight group identified or
formed to resolve policy issues that cannot be '
resolved by the team. f

16. Prepare a draft Exposure Draft _

17. Submit the final drafc Exposure
Draft to policy, oversight, and other manage- .
ment offices, organizations, and officials for
review and approval of Exposure Draft for
publication.

18. Prepare and publish the Expo-
sure Draft for a 90 day public comment pc- |
riod.

Develop and Publish a Final Document:

19. Collect, assimilate, evaluate, and
summarize comments for appropriate action
by the requirements team to modify the Expo-
sure Draft and prepare a final document.

20. Prepare a revised document. -

21. Circulate the draft document to
all members and others that may be interested
and invite the submission of comments and
recommendations for additions, changes, and
deletions.

22. Provide periodic status reports
on the project to policy, oversight, affinity
groups, and others that are interested in re-
ceiving reports, ¢.g., FCPWG in the case of
direct loans; CFO Council FSC; JEMIP
Steering Committee; and others.

23. Meet as necessary with the issues
resolution oversight group identified or
formed to resolve policy issues that cannot be |
resolved by the team.

24. Submit the final document to pol- |
icy, oversight, and other management, offices,

- Continued on page 23.
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- System Requnrements for Federal Retlrement and Dlsablllty

 Related Programs

he JEMIP is currently developing
functional requirements for systems used
by the Federal government to administer
certain  benefit programs. Federal
~ agencies disburse over a half trillion dollars in
. Federal entitlement benefits to millions of
rccipicnts annually. These benefits are controlled
- and accounted for in various agency systems.
This “first time” effort to establish functional
requirements for Federal benefit systems was
initiated in FY 2000.

The requirements will primarily apply to
systems used in administrating Federal retire-
ment and disability related programs, such as:
Old Age Survivors and Disability Insurance,
Supplemental Security Income, Veterans
Compensation, Pension, Education and

- Burial, Railroad Retirement, Federal Em-

ployees Retirement System , Civil Service Re-
tirement System (CSRS), Thrift Savings Plan
(TSP), Retired Military Pay, Black Lung,
Longshore and Harbor workers disability and
similar programs. The financial system func-
tional requirements for programs that have in-

nate insurance characteristics such as Medicare,
Tricare and others may be addressed at a later
time. Other programs that are Federally
funded but administered by State and local
government (e.g. Food Stamps) are generally
subject to other system requirements such as
grants or loans.

The project sponsor is Dennis Kordyak
from the Department of Veterans Affairs (VA)
and the project manager is Steve Fisher of the
JEMIP. In developing the functional require-
ments for these benefit systems, the JEMIP
identified key agencies and interested affinity
groups that have an inherent interest and were
willing to participate on the task force. The task
force includes representatives from the Social
Security Administration, VA, Department of
Defense, Office of Personnel Management,
Department of Labor, Railroad Retirement
Board, Department of the Treasury, Federal
Accounting Standards Advisory Board, Gen-
eral Accounting Office, and Office of Manage-
mentand Budget. The proposed requirements
will be defined in an exposure draft that is

scheduled for release in the Spring of 2001,
subject to the approval of the JEMIP Steering
Committee. There will be a 60-day comment
period on the exposure draft.

When finalized, the benefit system require-
ments for Federal retirement, and disability re-
lated  programs will address the common
financial functional requirements in these Fed-
eral programs. As in other “system require-
ments” documents issued in the JEMIP’s
Federal Financial Management System Re-
quirements series, the functional requirements
will be designated as either mandatory and
value-added. Mandatory requirements are
those against which agency heads evaluate
their systems to determine substantial compli-
ance with systems requirements under the Fed-
eral Financial Managers’ Integrity Act of 1996.
Value-added requirements describe features
that enhance the functionality of the software.

- For more information, contact Steve Fisher
via email at fishers@jfmip.gov. o
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JMIP30thAnnualFinanciltk
-Managementconterence E |
Friday March 13,2001

" Hilton Washington and Towers

1919 Connecticut Avenuo, NW
Wasllinutnn nc

JFMIP Conference Agenda

7:00 am RegistrationlContinentaI Brea‘kfast" ‘ 10 30 am Morning Panel Sesslons :
.' ‘ - - Optimizing Financial Management in Government Programs
8:.00 am Welcoming Address ’ Leader. Sallyanne Harper, Chief Financial Officer/CMSO, GAO

Toni Hustead, Chief, Veterans Affairs Branch, OMB

Karen Cleary Alderman, JFMIP Executlve Director Deidre Lee, Direclor, Defense Procurement, DoD

"g:15am  CFO Council Committee Impact Award -~ David Ziegele.Director, Office of Planning and Analysis, EPA

Presentation | '
9 tatio . . The Challenges of E-Govemment
By .Ste.ven O. App, Acting CFO, Treasury SO Leader: G. Martin Wagner, Associate Admlnlstrator Office of
‘ . - Govemmentwide Policy, GSA
© 8:30 am Computer Security _‘ R. Schuyler Lesher, Deputy Chief Financial Officer, Interior
: Elliott C. McEntee, President and Chief Executive Officer,
Whitfield Diffie, Distinguished Engineer,Sun | NACHA L
M'CrOSVStems Inc. : Mary J. Mitchell, DeputyAssocmteAdmlmstrator, Electronic’
] : Government, GSA

9:15am  Project Management v ;
Gopal Kapur, President, Center for Project ‘ ~. Building a Quality Workforce
Management Co Leader: Kenneth Bresnahan, Department of Labor

Medy DeAusen, Project Manager, Freddie Mac
Dr. Philip Irish, Professor, Information Systems Management, In-
10:00am Break . formation Resources Management College, - National Defense
‘ : University ’
:A. W. (Pete) Smith, Jr., Presidentand CEO, Private Sector Council.

12: 00 pm Luncheon

CPE Credit The Conference qualifies for 7 hours 'Qf continuing professional education credit.
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1:00 pm  Presentation of Donald L. Scantlebury Memorial
Awards

1:30 pm  Keynote Address
David M. Walker, Comptroller General of the U.S.
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2:15pm  Afternoon Panel Sessions

A New Age for Financial Management Systems

Leader: Karen Cleary Alderman, Executive Director, JFMIP
David Kleinberg, Deputy CFO, DOT

Jerry Williams, Chief, Flnanclal Systems Branch OMB
Alain Simard, Vice President, Finance and IT, Royal Bank.

New Honzons for Government Auditmg

Leader: Patricia Dalton, Acting Inspector General, Department of Labor

j John Hummel, Director, National Industry, Federal Practice, KPMG, LLP
Jeffrey Steinhoff, Managing Director, Financial Management and

. Assurance, GAO

Information Integration: The Impact on Policy, Process and
Oversight
Leader: C. Morgan Kinghom, Partner, PncewaterhouseCoopers LLP
William B. Early, Jr., CFO, GSA"

- Debra Sonderman, Director, Office of Acqmsmon and Property
Management, Interior

4:30 pm Conference ends

JFMIP Annual Conference Registration Form

This registration form and payment or tralnrng authorization must be received by March 5, 2001. Conference fee: $150 per personk ‘
PLEASE PRINT CLEARLY BELOW

Name.(as you would llke it to appear on your badge) O Mr Q Ms.
Title___
Department/Orgamzatron
Office (e.g., Bureau of Administration) ‘
Address ’ _ Room
City ~ 2 State _Zp
E-mail ‘ '

Office Phone () . Fax( )
Please Indicate Means of Payment. Vendor is Graduate School, USDA.

Check Payabte to Graduate School, USDA

_ Please Charge my DI VISA D Mastercard (J Diner CIub C American Express o
Credit Card Number____ Expiration Date
Name of Card Holder (as it appears on card) ’

Purchase Order/ Training Authorization attached -

. Special Needs (i.e. S|gn language interpreter, brallle kosher meal ele) !

. Mail to: JFMIP Conference, Graduate School USDA, Suite 280 (IH), 600 Maryland Ave., SW, Washlngton, DC 20024-2520  Fax to: (202) 479-6801
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JFMIP CERTIFICATION PROCESS -

PAST AND FUTURE ACTION

- Background :

- For a number of years there was a process
~ to test accounting software products prior to
- .sale to government agencies. Upon review,

the government decided to improve the pro-
cess by separating the test from the procure-
ment process and establishing a permanent
staff to focus on it. In 1998, JEMIP was
tasked with developing this new process to
certify core accounting system products.
Since the certification test measures com-
pliance only with established accounting re-
quirements, JEMIP first vetted and revised
the “Core Financial System Requirements”
document in February 1999. JEMIP then de-
- veloped the rules for the new certification pro-
cess and published these in the document
“Core Federal Financial System .Software
Qualification Test: Policy and Procedures™

(Policy and Procedures). JEMIP then devel-

oped a test to measure software product com-
pliance with the core financial requircments
Eight vendors submitted ninie different
software products for certification. By Sep-
tember 30, 1999, five of the products were
certified and the remaining four were certified
during the next fiscal year. The policy also
provided for government agencies that pro-
vide accounting systems service to other gov-
ernment agencies (cross service providers) to
_submit software for test, using the same pro-
cess as commercial software vendors. In FY
2000, the Department of the Interior Na-
“tional Business Center became the first gov-
ernment cross-service provider to earn
certification.
Once a software product passes the test,
the Policy and Procedures provide that
JEMIP issue certificates of compliance that are

valid for a 3-year period. During this period,

the government may request retest of soft-
ware for 2 conditions: 1) to test and ensure
- compliance with new government require-
ments called an Incremental Test; and 2) to
test changes as vendors release new software
versions (called a Version Update Test). For

FY 2000, JEMIP retested all certified software -

to ensure compliance with the FACTS II re-
porting requirement. Depending on the out-
come of the government review of the

significance of software changes, a Version:

Update Test may not be required, a partial re-

"in the: old test process.

test may be required or a full retest of the soft-
ware is necessary. The Policy and Procedures
document referenced above provides more
detailed explanation about this.

Observations About the

‘Certification Process

The certification process executed during
FY 1999 and FY 2000 achieved intended re-
sults. First, the JEMIP process tested 91% of

the core requirements either partially or fully

compared with an approximate 25% coverage
Not one software
product passed 100% of the test during the
first attempt, and in a most cases, the vendor
needed to improve and/or rcconﬁgurc the
software to successfully pass the test. The final
result is that all certified software products
meet the JEMIP core financial system require-
ments as reflected in the qualification test.

Also, the FY 2000 Incremental Test of
FACTS 1II requirements provided .vendors,
for the first time, universal access to details
about a new government requirement along
with a means to test software during develop-
ment. JEMIP provided vendors a window to
interpret the new requirements and Treasury
EMS provided access to staff and a test facility.
This combination of JFMIP and FMS re-
sources provided vendors' information to
meet- these new requirements within their
software packages. To meet the FACTS Il re-
quirement agencies may upgrade to the new
software version and/or modify the software
tables to mimic the test environment.

As mentioned earlier, all software prod-
ucts that have a certificate of compliance meet

were tested. However, that is not to say that
all software products are alike. Agencies need
to ensure that the product meets any agency
specific needs. Also, JEMIP did not test for
performance through entering large volumes
of data; therefore, agencies need to review the
capabllmcs of software performance to sup-
port their internal and external transaction
volumes.

During the tests JEMIP noted differences
in the look and feel of the sofiware products,
the “user interface”. Again, while all products
meet the core requirements, there are signifi-
cant differences in the ease of use. Some prod-

ucts have very complex data cntry screens and
require many keystrokes, while other prod-
ucts are elegant in their sunphqty The user
interface consideration is important as an -
overly complex system, while perbaps offering
more ﬂc:dbility, may lead to confusion during
data entry causing posting errors. Somewhat
related to the user interface is the quality of au-
dit trails. While all products produce an audit
trail, some are difficult to use. In summary, a
complex user interface combined with a mar-
ginal audit trail could cause problems within
an agency JEMIP recommends that agencies
review these areas carefully prior to selecting a
software product.

Future Certification Process
Activities _

The current certificates of compliance for
software products expire in 2002 and 2003.
To maintain the certificates, JEMIP requires
the vendor to submit the software product for
a complete retest. This test process requires a
complete cycle of development, which in-
cludes: 1) revising the JEMIP Core Financial
System Requirements document, scheduled
to be complete June 30, 2001; 2) Developing
a new certification test, including a test of the
test by April 30, 2002; and 3) Executing the
test for the software products

A prime consideration in this process is in-
corporation of any new government require-
ment into the core requirements document.
Also as needed, JEMIP will strive to clarify re-
quirements. This is an important stage in the
process since the test can only test compliance

" with stated requirements.
100% of the JEMIP core requirements that -

From the current test process JFMIP
learned that some requirements could be

tested better and will incorporate these im-

provements into the rcqmremcnt document
and/or the test. However, JEMIP is also inter-
ested in actual agency experience in the use of
these software products to determine other
requirements that should be tested more thor-
oughly or perhaps a requirement that could be
strengthened. 'Therefore, JEMIP has devel-
oped an interview instrument and will contact
all agencies that have the software products to
meet and better understand where the re-

Continued om page 21.
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JFMIP System Requirements Documents

major goal of the Chief Financial

Officers Council and JEMIP is to

develop and issue requirements

ocuments for all of the

components that comprise the Federal agency
systems architecture.

Significant progress has been made in up-

dating the requirement documents for most

components of the architecture. During the

upcoming year, we are working on projects to

develop system requirements for benefit pay-
ments, non-tax revenue, and acquisition. In-
formation on benefits system requirements
can be found on page 11.-The two remaining
areas for system requirement development are

"budget formulation and insurance claims. A

status of the most recent projects follows.

Non-Tax Revenue

The current Fellows in the Chief Financial
Officer’s (CFO) Council Fellows Program are
developing a working definition and project
plan for revenue system requirements. This
requirements document will include exchange

and non-exchange revenue but exclude in-
come tax revenue.

Dav1d Kleinberg, Deputy Chief Financial
Officer, Dcpartmcnt of Transportation, will
lead the work group in developing the JEMIP

Revenue System Requirements document. A

kick-off meeting will be scheduled in March
2001. Agencies interested in participating will
be requested to provide a representative(s). to
participate in the work group in February. For
further information please contact Carla

Kohler at JEMIP on (202)219-0532 or by
email at kohlerc@jfmip.gov.
Acquisition

JEMIP will be working with the Procure-
ment Executive Council and CFO Council to
develop acquisition  system requirements.
Mr. W.R. Ashworth, a procurement execu-
tive at the Department of Agriculture, is lead-
ing this effort. The JFMIP participant is
Dennis Mitchell, available by phone at (202)
219-0529 or email at- dennis.mitch-
ell@gsa.gov. o

=

Human Capital Makes High Risk List for the Federal Government

n January 17, 2001, Comptroller

General David Walker stated that

“strategic human  capital

_management” was on the high-risk
list for the first time in General Accounting
Office’s (GAO) Report on the Federal
Government’s biggest management
challenges.

The Government’s approach to managing

its people —its human capital—is the critical
" missing link in reforming and modernizing the
Federal government’s management practices.
Many agencies are experiencing serious human
capital challenges, such as skills imbalances,
succession planning challenges, outdated per-
formance  management systems, and
understaffing. The combined effect of these
challenges serves to place at risk the ability of
agencies to effectively, efficiently and economi-
cally accomplish agency missions, and manage
critical programs.

GAO is also continuing to monitor 21
other areas that are on the high risk list. To ob-
tain more information, please go to
WWW.Z20.gOV.
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important part of the JEMIP
Knowledgebase. It’s easy to use and

: -one of JFMIP’s priorities is to keep it
populated with current information!

"The Road Map is the result of a joint effort
by the Chief Financial Officers’ (CFO) Coun-
cil, Financial Systems Committee and JEMIP
to prov1dc agencies information and tools to
help with financial systems implementation.
With the Road Map up and running (and the
bugs worked out for the most part), our focus
isto keep it current with information collected
from the financial management community.
If you have a product, tool or information that
could be useful to your colleagues, please sub-
mit it to JFMIP by logging on to
www.jfmip.goviroadmap, and hit the “sub-
mit document” button. You can also review
our quality assurance policy while there.

We have targeted these specific areas to

_populate the Road Map soon:

® Treasury Central Systems Requivements.
The Financial Management Service
helped us post timelines for all
planned Treasury central systems

through the JEMIP Steering
Committee and FMS to keep the list
current since agencies and vendors
have both stressed the importance of
- better planning for system
“enhancements and upgrades.

® Financial Systems Contacts. Who’s who
and using what software package in
the Federal financial management
community? JEMIP wants '
commiercial off-the shelf (COTS) User
Groups, the federal agency “super
users group”, and vendors to continue
contributing to a consolidated list of
Financial Systems by agency and
contact. 'The super users group
consists of senior agency financial
officials who are implementing or
plannmg to buy COTS financial
software packages within the next few

years.

® Lessons Leayned/Best Practices. We will
continue to collect and post “best

- any developments.

‘practices™ as well as “lessons learned” |

implementing financial systems, as
submitted by federal agencies. We
don’t have a formal review process or
format right now, however, we are
evaluating the benefits of a formal
process/format in order to maintain a
database. We will keep you posted of

Research Topics. Papers that are
submitted to us on topics of interest,
such as Parallel Testing, will be posted
in the appropriate area of the Road
Map.

.thmztmmt and Retention of Pro]ect
Managers. The JEMIP and the CFO
Council’s Financial Systems . ,
Committee, in collaboration with the
CFO CounciP’s Human Resources
Committee, have worked on a paper
to delineate issues concerning the
recruitment, retention and training of
project managers and personnel

Continued on page 22.
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Strategw & Tuctical Advocates for Results

Boday’s work

_ significantly - changed. - Not too long

ago, we were comfortable _a.nd,:indecd,
effective, working in our “stovepipes.”

Today we find ourselves sitting at a much

larger table with folks we hardly know. They

talk differently. They act differently. They

have different perspectives. Yet, they are

sitting az our table. The agency finance officer -

is sitting across the table and seeing the agency
business executive and the - agency
information technology officer. And it’s a
serious discussion ~ they want to talk about
mission, v1s1on, strategic plans, business
plans, mission objectives, and outcomes!

Wow! - And, by the way, they look just as
uncomfortable as the agency finance officer!

“Stovcplpcs are being replaced by coop-

erative partnerships. - Strategic thinking and
" mission delivery are the responsibility of all.
TInformation technology is changing atan even

maore rapid pace. Organizational boundaries
are fading. Customers” expectations (i.e., de-
mands) for information are immediate and

__broad Security threats are ever present and
rising in sophistication. Meanwhile, the gov--

ernment official still faces the usual challenges

of tight budgets, reduced resources, compet-

ing priorities, and political influences. New
knowledge, skills, and abilities are essential for
today’s government executive and manager to
be effective in the new millennium.

Now there is hope! The STAR (Strategic
and Tactical Advocates for Results) Program

- isamajor initiative of the Federal Chief Infor- -

mation Officers (CIO) Council and the Gen-
eral Services Administration. - STAR is
designed for today’s management environ-

* ment where agency finance, business, and in-

formation technology pcople need to be
comfortable gperating together — strategically
and  tactically. STAR  emphasizes
Clinger-Cohen results-based management as
well as “information technology as a strategic
resource”, - .

.environment - is

STAR is a new learning model —in
content and in its operatlonal
delivery.

STAR partners with some of the most
highly acclaimed institutions in the country to

. develop and deliver its curriculum. For the

resident pilot classes, Carnegie Mellon’s fa-
mous Computer Emergency Response Team
(CERT) delivers a segment on Security. The

NTL Institute for Applied Behavioral Sci- -

ence, one of the pxonccr institutions in cxpen-

“ential “learning in the  country, teaches

Leadership. The Dayton Group, a select set of
instructors certified by the Project Manage-

ment Institute (PMI), delivers Progfam and

Project Management. The META Group, a
forecasting organization that invests approxi-
mately 50% of its revenue in research, teaches
Techmology. ‘And Georgetown University’s
Government Affairs Institute delivers Govern-
ment - a segment designed to provide insight
into the thinking and workings on Capitol
Hill. The curriculum is tailored to the experi-
ence and-needs of the specific pamapants in
each session.

- STAR’s operational dehvery is also differ-
ent. First, STAR is consistent with Donald

Klrkpatnck s Leading Model , which empha- ’

sizes the transfer of learning. STAR is about
changed behavior. 'The program’s theme is
“Learn—Change—Lead.”

Second, STAR consists of 2 one-week res-

idential seminar sessions (separated by 2 ~ 4

‘weeks) focused on Program and Project Man-

agement, Leadership, Security, Technology,
and Government. Key people are not out of
the office for longer than a week at a time.
Third, STAR involves pre-work and a
practicum ~ which spans the STAR experi-
ence with results demonstrated to the partici-
pant’s sponsoring executive.  STAR is results
based. Its philosophy is “an executive invests
in one of his or her highest potential employ-
ees and then expects a return on investment.”
The practicum is the first ROI by the student.

Desugned To F|t CFO ClO and CEO
Strateglc Trammg Needs |

Program and Project

Manangement

. Program and Project Management exam-

“ines what senior level executives and manag-
ers must know to eﬁ‘ecnvely oversee and

manage multiple initiatives and/or project
managers.- It is a facilitated workshop experi-

“ence based on the Project Management Insti- - ¢
‘tute’s Guide to the Project Management Body

of Knowledge (PMBOK). Major instruc-
tional elements are:'  Where Things Go
Wrong, Project Management Culture, Stake-

“holder Management, The Project Front End,
- Effective Planning, Leading I’coplc and Thc

Program Managcr :

Leadershlp
Lcadershlp cmphasmes the effective “Use

“of Self” in today’s orgamzatlonal environ-
ment. The course éxamines the drivers: for -
leadership. It is based on the leadership prin-

ciples of Kouses and Posner: Challenging the
Process, Inspiring a Shared Vision, Enabling
Others to Act, Modeling the Way, and En-
couraging the Heart. This leadership seg-
ment will address “the Strategic Function of
Leadership,” “Myselfas a Leader,” “Individ-
ual Leadership Gap Analysm, and “Use of
Self”.

Security
Dependence on information technology
and interconnecting systems has increased the

- security risks that organizations experience.

Security explains the dimensions. of increased
threats and the characteristics of effective re-
sponses. . Participants will be able to apply
threat information to the specific context of
their organizations, develop and review policy

to deal with threats, and understand selected is-

sues with respect to technological responses to
threats. Major instructional elements are: “Se-
curity Awareness and IT,” “Security Response
- Management,” and “Security Response -
Technical”.

 Continued on next page.
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CFO Council Consolidated Recruitment Consortium

ecognizing common recruitment

issues throughout the financial

community, Kenneth Bresnahan,

Chief Financial - Officer (CFO),
Department of Labor and the Chair of the
Human Resources Committee (HRC) of the
CFO Council, invited agencies to pool their
resources and establish a consolidated
approach to attracting and
individuals for Federal financial management
positions. Eight entities have answered the call
so far: Department of Labor, Departmcnt of
Justice,  Department of Agriculture,
Department of Energy, Department of
Intetior, National Institute of Standards and
Technology,  National  Oceanic  and
Ammospheric ~ Administration, and the
Environmental Protection Agency. Together,
. these agencies represent the Consolidated
Recruitment Consortium.

The Consortium includes financial man-
agement and human resources personnel. It
meets regularly to brainstorm innovative ways

retaining

to recruit qualified, highly motivated
individuals to fill enty level accountant and
other financial management positions. The
Consortium has developed the CFO Careers
Program. The CFO Careers Program offers per-
manent positions throughout the Federal gov-
ecrnment  that provide challenging and
rewarding financial management experiences

in the form of classroom training and rota-

tional, developmental assignments.

The George Washington University in
Washington, DC was the site of the Consor-
tium’s first recruitment effort last Spring.
Since then, agencies have identified more than
sixty potential candidates for entry level ac-
countants and financial management positions
for the upcoming year. Nine additional col-
leges and universities were identified for Fall
2000 recruitment. Small teams of Consortium
representatives visited these campuses and re-
cruited on behalf of all members. Several
members of the CFOC have volunteered to ac-
company the Consortium on their campus vis-
1ts.

The CFOC as well as the HRC strongly be-
lieve that it is necessary to deliver one message
to promote the rewards and opportunities of a
Federal career in financial management. To
that end, the CFO Council solicited assistance

from the Office of Personnel Management

(OPM) in the development of promotional
materials describing the scope and importance
of Federal financial management and the bene-
fits of a Federal career. The Consortium dis-
tributed these materials to the schools during
Fall 2000. OPM also assisted in the Consor-
tium’s recruitment effort and provided training
to approximately 20 participants who were in-
volved with the Fall recruitment. The first cer-
tificate of eligible applicants from this
Consolidated Recruitment Consortium was is-
sued by OPM. They are planning to recruit in
the spring.

If you would like additional information on
the Consolidated Recruitment Consortium,
please contact Deborah Staton—anht at
(202) 219-7383. o
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v Joint Perspective,
continued e 2,

Dissecting the data indicates that the use
of modern information technology tools to
deliver government scrvices has a significant
impact on public satisfaction. For instance,
the 2000 satisfaction rate with the Internal
Revenue Service measured 75 on the ASCI
scale for electronic tax filers compared to 48
for paper filers. The U. S. Mint, which has a
fully integrated management system and on-

line customer service capability, received an
ASCI of 84 from buyers of its numismatic and
commemorative coins. : v

Significant differences in scores for similar
functions reflect customer assessment of
whether the process of delivering a govern-
ment service is timely and fair. For example,
recent retirement benefit recipients gave the
Social Security Administration an ASCI of
84. Receént veteran compensation and benefit
claimants gave the Veterans Benefits Admin-
istration a score of 58.

The cited examples illustrate how ex-
tra-governmental institutions capture citizen
perception of govcrmncnt performance and
track trends over time. The adoption and ad-
aptation of audited financial statements by
Federal agencies illustrates a transition to per-
formance metrics used by public. corpora-
tions, non-profits, and state and local

governments. Since the early 20" century, -

private sector corporations have used financial
statements prepared in accordance with gen-
erally accepted accounting principals as a stan-
dard method to disclose financial condition
and performance. Federal agencies adopted
this discipline in the 1990s using accounting
standards issued through the Federal Ac-
" counting Standards Advisory Board. Prior to
1990, Federal agency financial performance
was measured by success in getting a budget
approved and keeping track of outlays. Tran-
sition to the new model, where achieving a
clean audit opinion on financial statements is.
the recognized benchmark for Federal finan-
cial performance, started with the passage of
the Chief Financial Officers Act in 1990 and
was institutionalized by the passage of the
Government Management Reform Act of

1994. The 1998 inclusion of the Statementof -

Budgetary Resources as one of the primary fi-
nancial statements created a closer nexus be-
tween - budget formulaton and budget
execution. The first governmentwide Finan-

cial Report of the United States Government

was produced in 1997.

Audited financial statement results sug-
gest great improvement has occurred in Fed-
eral agency financial management and that
opportunity for further improvement still ex-
ists. In 1999, 24 agencies produced financial
statements and 14 of the 24 CFO agencies
achieved clean opinions. However, this suc-
cess frequently reflected heroic staff efforts to
gather and reconcile information from sys-
tems that are not - integrated. ~ The
governmentwide Financial Statement re-

ceived a disclaimer of opunon Issues result-.

ing in the disclaimer reflect agency specific
challenges such as properly accounting for
DoD property and certain stewardshlp assets;

inadequacies in estimating and reporting en-
vironmental liabilities and military health care
liabilities; improper payments and recording

of all disbursements. It also reflects a limited

ability to reconcile intragovernmental transac-
tions. = While some deficiencies in the
governmentwide statement must be solved
within  specific  agencies, ~overcoming
intragovernmental eliminations requires a
governmentwide approach to standardize
policy, processes, and information.

By this time next year, Federal agencies
will be preparing their FY 2001 financial
statements and finalizing their FY 2003 bud-
get submission. In most cases the Agency

Head and the Chief Financial Officer willhave -

been in place for only a few months. Yet, the
process of performance measurement by ex-
tra-government institutions, as well as institu-
tionalized agency financial statements, will
prov1dc an assessment of how well this Ad-
ministration is running the government.

Federal Agency Capacity to
Support Performance Goals.

The ability of the new Administration to
maintain and improve program and financial
performance will depend upon strategic assets
as well as strategic vision. Leadership and
consensus building are critical to mobilizing
the machinery of government—the people
and the systems—to deliver. However, the
condition of that machinery requires leader-
ship attention. Specific challenges include
Federal human capital, rapid changes in tech-
nology, and change management. These chal-
lenges are interrelated.

Comptroller General David M. Walker
summarized the Federal human capital chal-
lenge in his December 4, 2000 statement be-
fore the Subcommxtth on Government
Management, Information, and Technology.
He refers to the government’s human capital
management process as the “missing link” in
the strengthened government management
framework. The shift to a knowledge-based
economy poses human capital challenges for
Federal government in attracting and retain-
ing a:workforce that is sophisticated in using
new technologies, flexible, open to continu-
ous learning, and focused on results. Tradi-
tional views of Federal human capital must
change from a cost to be cut to a valuable as-
set that must be husbanded and effectively de-
ployed.

‘The Federal work force is aging and is
limited by skill imbalances due to changing
requirements and changing systems, as well
as a history of limited . investment in
workforce education and training. The aver-
age age of the Federal worker in September
1999 was 45.9. Over the last decade the share
of Federal workers who are currently retire-
ment eligible more than doubled. The finan-
cial management profession is even “grayer”
than the work force as a whole, with more
than two-thirds aged 45 or older.

Introduction of new requirements and
new- technologies will magnify current skill
imbalances. In 1998, benchmarking data
from 11 agencies indicated that close to eight
of ten financial management work years was
dedicated to transaction processing. Only 4
percent of work years were devoted to deci-
sion support. Both the Executive Branch and
General Accounting Office concur that cur-

- rent clean audit opinions reflect heroic efforts

of a relatively small cadre of personnel who
pull information from many systems and pro-
cesses and manually reconcile it.  As
outsourcing and the implementation of new,
integrated financial systems automate trans-
action processing, the legacy financial man-
agement work force skills will become
increasingly obsolete. At the same time the
ability to field the new systems, operate these
systems, produce required reports, and serve
the publicis placing tremendous pressures on
the cadre of personnel now managing these
new processes, many of whom are eligible to
retire. Indeed, a key,human resource needed

Continued on page 21.
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171: Federal Accounting Standard: Advisory
Board (FASAB) met on December 8, 2000
and the bighlights are mmmanzed.

Board Issues Preliminary. Views' on
RSSI

- The FASAB seeks comments on its pre-
liminary views on eliminating Required Sup-
plementary Stewardship Information (RSSI)
as a category of information in federal finan-
cial reports. (Note: RSSI is a category unique
to federal financial reporting; for background
~ information on RSSI please sec the last several
issues of the EASAB News.) FASAB Chairman
David Mosso explained that this document is
a step toward one or more exposure drafis of a
Statement of Federal Financial Accounting
Standards, but it is not an exposure draft of a
proposed standard The Board would proceed
to a final Statement of Standards on this sub-
ject only after considering comments on this
document and on one or more subsequent ex-
posure drafts issued pursuant to it.

Comments are due to FASAB offices byk

"March 15, 2001. Copies of the Preliminary
Views document are available at FASAB’s
websiteat:www.financenet.gov/financenet/

FASAB Update

fed/fasabyconcepts.htm, " Printed copies will

‘be sent to those on FASAB’s mailing list. If
the Board decides that public interest justifies
a public- hearing on these issues, it will
announce such in the Federal Register and in the
FASAB News. Please contact Robert Bramlett:

‘ 202~512 7355 bramlettr. fasab@gao gov.

Board Consnders Prlor Perlod
Adjustments '

The FASAB staff presented the Board w1th a
draft exposure draft on an issue that the Board
had not previously considered. Statement of
Federal = Financial Accouriting Standards
(SFFAS) 7, Accountmg for Revenue and Other

Fmancmg Sources, does not permit restatement

of prior period adjustments in the financial state-
ments. The Board believed that financial state-
ments should remain as originally issued to
ensure historical accuracy and budget reconcili-
ation. Further, the Board believed that requiring
agencies to restate prior period adjustments
might be burdensome. An-unforeseen conse-

quence of the SFFAS 7 prohibition, however, is -

that entities making corrections for a prior pe-

riod error encounter presentation and audit diffi- -

culties in their comparative financial statements.

_proaches.”

That is, if agencies. don’t restate prior year
statements and a known error is not corrected,
auditors would qualify their opinion. On the
other hand, if agencies restate prior year state-
ments to reflect corrected balances, auditors also

would qualify their opinion since restating cor-. . '

rected balances is not inaccordance with SFFAS
7.

: Aftcrdlscussmgthcmm,theBoardgcncr-
ally agreed with the mtentofthcdm&cxposure
draft. The staff will incorporate Board
and send the revised draft to Board Members for
pre-ballot comments. For more. information,
please contact Aridrea Palmer: 202-512-7360,
palmera fasab@gao. gov '

Brieﬁng on National Defense
Property, Plant &Equipment
(PP&E) Study

KPMG briefed the Board on the results of
its study under contract with the Department’
of Defense, “Report on the Evaluation of Na-
tional PP&E Defense Reporting Ap-
In the report, KPMG
rccommcnds capitalizing major end items

Continued on page 22,
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Joint Perspective,

continyed from page 19.

to successfully field new information technol-
ogy based financial management systems —
project managers — are in critically short

- supply.

" Inaddition to successful leadership of the
¢ Federal workforce, the incoming Administra-
' tion must successfully manage rapid change in
| Federal systems and information technology
tools. These projects have great potential for
improving the business of government in
terms of reduced transaction cost, cycle time,
and customer satisfaction. If properly struc-
tured, they will result in improved internal
- controls and the-production of information to
- support program management and satisfy in-

ternal and external reporting and oversight-

functions. Almost two-thirds of the approxi-
mately one thousand financial system applica-
. tions have been identified as needing

“replacement in the next five years. The prom-
ise of modern integrated administrative sys-
tems is that data is entered once and reused at
many levels. Business rules and internal con-
trols:can be programmed to facilitate manager

- and employee self service for many types of

transactions that currently require specialized
administrative staffs. ‘The challenge is that

. only one in ten information technology pro-
jects in large commercial organizations come
in on time, budget; and functionality. Conti-
nuity of leadership focus and support, user in-
volvement, and clear business purpose are key
elements for being successful.

From the perspective of individual citi-
zens, government performance is frequently
measured by ease of access to needed informa-
tion and services. FirstGov now provides ac-
cess to government information and services

- 24 hoursaday, 7 daysa week, through asingle
portal that is focused on the needs of our citi-

zens and businesses. In its first week of avail- -

ability, about a quarter million people visited
the site. Web-based systems hold the poten-
tial for end-to-end delivety of services to citi-
zens ranging from federal grants and loans,
sale of excess property, and license applica-
tions. Web-based systems also hold the prom-
ise of efficient maintenance of the software
applications while delivering capabxhty via thc
personal computer.

The mandate of the 1998 Government Pa-
perwork Elimination. Act will accelerate
change. By 2003 the Act requires Federal ex-

ecutive agencies to provide individuals or en-
tities the option of electronic submission,
maintenance, or disclosure of information as a
substitute for paper, including submissions
that require signatures. OMB has issued pol-
icy, and the Department of Treasury, Na-
tional Archives and Records Administration,
Department of Justice, and Department vof
Commerce’s National Institutes of Standards
and Technology (NIST) have issued comple-
mentary guidance. GSA has issued a contract
from which digital signature certificates can
be obtained. The mandate , policy framework,
and technical guidance are in place. The hard
work of selecting the nght investments to op-
timize mission support in an electronic envi-
ronment, protect security and privacy, and
achieve the scalable information technology
architecture necessary to support these
changed business practices will largely fall on
the shoulders of this Administration.

The underestimated challenge is change

- management — overcoming cultural, institu-

tional, and resourcing barriers to modern in-
tegrated systems. -
require adherence to data-and business pro-
cess standards. These are hard to achieve un-
der existing institutional arrangements where
authority is diffuse. For example, a recent re-
port on-Federal payroll and human resource
leaders found that:

Management systems that support human
resource, payroll, and time and attendance
processes  must
stovepipes to comply with changes in laws,
policies, and accounting standards. However,
core processes lack consistent standardiza-
tion. Barriers to electronic commerece still ex-
ist and must be removed to facilitate
automation and meet security requiements.

Highly diverse technical infrastructure pres- .

ents challenges. To date, Federal “Councils”
are not engaged to foster cooperanon or full
review.

While these comments pertain to human
resources and payroll systems, similar system
integration barriers exist for business pro-
cesses such - as procurement,
mn'agovcmmcntal transactions, and others.
The Capital Planing and Investment Control
process recently instituted by OMB as the re-
sult of the Information Technology Manage-
ment Improvement Act of 1996 provides a

System based solutions

transcend = traditional -

framework for integrated oversight of infor-
mation technology investment. The goal of
this framework is to ensure that projects sup-
port mission and that stakeholders are en-
gaged. The recent launching of FirstGov
provides an example ‘of garnering
governmentwide support and resources for a
targeted initiative using the President’s Man-
agement Council and the other government
councils. For most cross cutting administra-
tive processes, getting the “bits and bytes”
technically right is achievable. Exemplar insti-
tutional arrangements to facilitate buy-in for
cross cutting initiatives and to pool resources
are emerging. But, the human dimension is
the most difficult to orchestrate.

In summary, as we transition to the new
Administration, a key indicator for its success
will be the performance of government.

However, the machinery of government re- i

quires attention if performance is to improve,
and leaders must tap.the talents and capabili-
ties of the Federal workforce. Leaders at the
highest level must establish a sense of urgency,
form a powerful guiding coalition, create and
communicate vision, and empower others to
act. Leaders must select management goals,
stay engaged, plan and create short-term
wins, and institutionalize change.o

Certification process,

continued from page 14.

quirements or test could be improved.
JEMIP will use this information to improve
the next round of requirements and test certif-
ication.

For the agencies, it is important to note
that even if an agency has procured a software
product, this new requirement and test cycle
will be beneficial. The process will direct soft-
ware products to either meet new require-
ments or to better meet existing
requirements. As agencies upgrade to new
software product versions, they can ensure
that the software product offered remains
aligned with the government’s requirements.
JEMIP looks forward to meeting with your
agency soon.' For more information, contact
Stephen Balsam by phone at (202) 219-0531
or by email at stephen.balsam@gsa.gov. o
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New Government Auditor
Designation Announced

he Institute of Internal Auditors (IIA)
- is now offering a pew certification.
The Certified Government Auditing
Professional (CGAP) is a brand-new
specialty designation that was designed for
and by government auditing practitioners.
The CGAP certification program goes
beyond financial management by addrcssmg
items specific to government practitioners, It
covers government auditing practice,
methodologies, and environment, as well as
generally accepted government auditing
standards such as those from The ITA. The
CGAP also requires understanding and
knowledge of control/risk models such as the
Committee of Sponsoring Organization of
the Treadway Commission (COSO) and the
Criteria. of Control Board (CoCo).

- Each person who applies to become a can-
didate in the CGAP program agrees to accept
the conditions of the program. These include
requirements regarding eligibility, exam con-
fidentiality, ethics, continuing professional
development, and other conditions that are
enacted by The IIA’s Board of Regents
(BOR) or Certification Department. To rec-
ognize this government specialization, The
IIA’s Board of Regents has approved the
CGAP designation for Professional Recogni-
tion Credit for Part IV of the Certified Inter-
nal Auditor (CIA) examination.

CGAP candidates must have either a bach-
elor’s (four-year) or equivalent degree, or an
associate’s (two-year) degree plus five years of
work experience ina government environ-

.ment. They must exhibit high moral and pro-

fessional character and must submit a
character reference signed by a CGAP, a CIA,
a CCSA (Certification in Control

Self-Assessment), or the candidate’s supervi- -

sor. CGAP candidates must also obtain two
years of auditing experience in a government
environment (federal, state/provincial, local,
or author-
ity/crown corporation).

. CGAP candidates are allowed to partici-
pate in the nondisclosed CGAP program for
one year from the date that the application is
approved. Upon certification, CGAPs are re-
quired to maintain their knowledge and skills
and stay abreast of improvements and current

developments in the government auditing en-
vironment. For more information on CGAP,
visit the Certifications section of The IIA ch

site at www.theiia. org.

Established in 1941, The Institute of Interial
Auditors serves 70,000 members in internal an-
diting, risk management, governance, internal
contyol, IT audit, education, and security. With
representation from more than 100 countries,
The 1A is the recognized global authority on in-
ternal anditing and the profession’s acknowl-
edged leader in certification, education, research,
and technological guidance worldwide. o

FASAB Update,
continsied from page 20.

(e.g., aircraft, ships, and combat vehicles)
without depreciating them; capitalizing and
depreciating other national defense property,
plant, & equipment (e.g., command and con-
trol systems, intelligence and communication
systems, and specific support equipment);
and reporting the units and condition of ma-
jor end items. The Board will take this report
and associated comments under consideration
in developing its exposure draft on reporting on
national defense PP&E. Rick Wascak is the
point of contact:  202-512-7363,
wascakr.fasab@gao.gov

Board Approves SFFAS No. 19
FASAB approved SFFAS 19, Technical
Amendments to Accounting Standards for Di-
rect Loans and Loan Guarantees. The amend-
ments clarify (a) the cash flow discount
method, (b) the usc of effective interest rates,
and (c) the measurement principle for default
costs of direct loans and loan guarantees. (For
background on this issue, see recent issues of
the FASAB News.) The SFFAS will be submit-
ted to FASAB principals for a 90-day review;

~ if there is no objection, the statement will be

issued as a final SFFAS. For more informa-
tion, contact Richard Mayo: 202-512-7356,
mayor.fasab@gao.gov o

Learning zchungz,

continued from page 20.

to the appropriate JEMIP/CFO Councﬂ Core |

Competencies. The page also has a link to the

IFMIP web site that contains each document |
_in the Core Competency series of publica-

tions;

FLX also allows users to conduct a search

for training and education by core compe-
tency. By clicking on the desired subject area,

pertinent courses appear. The user can also
bring up several courses and use a special FLX |

feature that permits comparisons among of-
ferings.

The FLX team is to be commended for
working to design and implement these spe-
cial features for the Federal financial commu-
nity. The team has provided the framework to
realize the vision articulated at the 1998 Fo-

|

cimeanT T

il

rum. The next step is up to us. As members of |

the financial community, we are responsible -
. for strongly encouraging our training provid-
ers - chcral, academic and private sector - to —
registerin FLX and populate the database. It’s §&=

a. “Win-Win” proposition. for . everybody.
Training providers can provide enhanced ser-
vices to their clients while getting a great, no
cost marketing opportunity!

Explore the Federal Lcarmng cXchangc at

www.flx.gov Inform your training providers
as well. For more information, contact

George Koch at kochg@flx.gov or Etta Wil- =
liams at williamse@flx.gov. If you prefer the &5

phone, you can call George at (703)
575-4357 and Etta at 703-575-4378.a

Road Map Directions,

continued from page 16.
working on financial system
implementation. The study team has
posted an exposure draft of Core
Competencies for Project Managers and
request comments by February 16.

What do you want on the Road Map?

JEMIP and the Road Map Subcommittee will
continue visiting agencies to discuss their pri- |
orities. If you have any special interests or |
questions on the Road Map, plcasc email :

bruce.turner@gsa.gov. o
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- JEMIP System Requirements, Human Resouiree, Kleinberg,
cmtinssed from page 10. continued from page 5. continued e 4.

~ organizations, and officials for review and ap-
proval of the document for publication.

25. Prepare and publish the final doc-

g ument.

: _ These steps for dcvclopmg JEMIP re-
- quirements documents are not carved in
. stone. Some of the steps in the model we've
described may occur in a different category
from whereit is listed. Some of the steps may
occur in a different sequence, or they may not
~occur at all. Additional steps may also be
. needed. Itis critical to identify a knowledge-
. able, professional project manager from the
functional area involved, such as direct loans,
property, or benefits, to lead the effort and
determine whether any deviations are
- - needed.
" As you might expect, the JEMIP takes an
dctive role in carrying out many of these tasks;
 eg., establishing the project, working with

- the functional area involved to identify a

leader, ensuring integrity thorough vetting
draft documents, and handling administra-

tive matters rclated to publishing Exposure |

Drafts and collecting comments.

~ For more information, contact Dennis
- Mitchell at (202) 219-0529 or email at: den-
nis.mitchell@gsa.gov. o

agcncy representatives, to implement thc
strategies outlined in the paper. The Federal
govcmmcnt’s willingness to change both hir-
ing practices and business approaches is key to
successful resolution of the problems we are
facing. The JEMIP will post the document
that details the model and strategies in the

near future. For more information, contact -

Doris Chew at doris.chew@gsa.gov. o

OMB Issues Guidance,

continued from page 11 .

Effective Date

The revised guidance is effective immedi-
ately and appli€s to all Executive departments
and agencies that are required to be audited
and listed in Appendix A of OMB Bulletin
No. 01-02, Audit Requirements for Federal Fi-
nancial Statements. The guidance should be
used for financial reports and audits for fiscal
year 2000 (unless an agency’s report and audit
has already been completed) and thereafter.

For more information, contact Jerry Wil-
liains at OMB, (202) 395-5021. o

TREASURY TRAINING EVENTS

TwO SPECIAL TRAINING EVENTS WILL BE PRESENTED BY
THE CENTER FOR APPLIED FINANCIAL MANAGEMENT:

200 1 YEAR-END CLOSING SEMINAR ON AucusT 6, 2001.
TUITION 1S $280; CPE 1S 8 HOURS.

11™ ANNUAL GOVERNMENT FINANCIAL MANAGEMENT CONFER-

ENCE ON AUGUST 7-9, 2001.

THE TUITION IS5 $575.

CPE CREDIT: UP TD 24 HOURS

THE LOCATION IS THE HYATT REGENCY BETHESDA, BETHESDA,
MARYLAND. THE YEAR-END CLOSING SEMINAR PRESENTS THE

LATEST INFORMATION AND TIPS ON YEAR-END REPORTING
REQUIREMENTS, SUCH AS FACTS |.

purchase is made on line, but the transaction is
also automatically posted to the accounting
system. He estimates that the successful im-
plementation of the system could save as
much as $60-75 per transaction and ulti-
mately save the DOT millions of dollars.
Although he notes great progress in-gov-
ernment . financial  management, - Mr.
Kleinberg believes continuous improvement
is necessary. Not surprisingly, he wants to see
greater integration of information technology
and financial management skills. Moreover,
he envisions government methods changing
to take advantage of technological advances
and contemporary business practices. For ex-
ample, Mr. Kleinberg views some existing
legislation as binding, often requiring unnec-
essary and costly processes that have little or
no value. Such legislation thwarts agency ef-
forts to move to more efficient procedures
that better mirror the private sector. To adopt
proven systems and overcome the three-year
delay associated with the current budgeting
cycle, he believes agencies should be able to
use modest amounts of money as a “Venture
Innovation Fund.” Such a fund would allow
for the immediate application of resources in
the area of information technology with
post-reporting for accountability. Although
some failures are expected, Mr. Kleinberg
points out the payoff is greater than the risk if
an agency “gains three years of use for those
ventures that pay off.”  Additionally, he

" would like to see “information utilities” cre-
ated to reduce inter-agency replication and
support greater efficiencies. David Kleinberg
is truly a change agent. o
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current financial fianagement information, ac-

The]FJlﬂP News is published quartérly .
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tivities and practices..
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or by email to: doris.chew@ggsa.gov. For more
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