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SESSION SUMMARY

Attendees of the Financial Acceleration Committee’s Accelerated Reporting Issues and Best Practices Roundtable worked through an ambitious schedule and a myriad of issues and included agency representatives from the program, finance, and audit disciplines.  

Suggested Use of This Document:

This document provides both a general overview and detailed account of those discussions.   In addition, this document provides additional reference sources, a list of attending organizations (Appendix A), speaker biographies (Appendix B), and results of the session survey (Appendix C).  Finally, the session facilitators sent a memorandum to OMB and Treasury addressing a series of cross-cutting issues that were generated by the meeting.  These issues are summarized in the summary section and referenced in the detail section by the term (MEMO)  

Readers should refer to this document as a record of the issues and best practices discussed at the meeting.  In addition, readers should refer to the additional web-link and document references contained in the detail section of this document for further information.  Readers may also choose to follow-up with OMB and/or Treasury on any of the MEMO issues raised, or with agency contacts to follow-up on best practices.  Additional information and discussion is always encouraged at the monthly Financial Acceleration Committee meetings.  If your agency is not represented on the committee, and you would like to have your agency represented, please contact Ann Davis at the Department of the Treasury at ann.davis@do.treas.gov .   

Questions or comments regarding the following should be directed to Scott Bell of the Department of Health and Human Services at scott.bell@hhs.gov 

Overview of Don Hammond’s Comments:

The Chief Financial Officers’ (CFO) Council established the Financial Acceleration Committee about a year and half ago to address accelerated reporting issues, problems, requirements, and timelines.  This is the first of three meetings.  The second will cover audit issues, and the third will focus on using and refining estimation techniques.  

Overview of Joe Kull’s Comments:

Agency CFO’s and IG’s met recently to address FY 03 financial statement preparation and audit processes.  Unlike previous years, all parties seemed willing to work cooperatively.  November 15th was established as the accelerated due date to enable completion by the Thanksgiving holiday, and to hopefully serve as a motivator and a morale booster. Several agencies plan to prepare their statements by 11/15; and all except one or two agencies plan to prepare their statements by 12/31.   In a few years, 23 out of 24 or 25 agencies will have clean opinions.   Acceleration involves major process changes, including within OMB, to overcome resistance and coordinate a variety of activities and requirements.

An OMB review group is reviewing 300 pages of agency comments on the draft Supercircular.  There were many suggested changes, but overall, there is strong support for the concept.  A revised draft should be circulated for comment by June/July, and portions of the Circular will be effective in 04 and 05.

Overview of Morning Session Discussions:

Estimation is one of the keys to meeting accelerated reporting timeline, but it’s not just a matter of shortening audit and reporting cycle time, - - it must involve process changes.  Some agencies, e.g., Interior have developed and documented policies on estimating what accounts get estimated and how estimates are done, and coordinated the policies with the auditors.  It is important to communicate estimates, accruals, and other policies and processes throughout all components of the organization.  More than one cycle of data is necessary to perform even simple trend analysis for estimation.  Some agencies may need to populate a database with prior period data.  However, time is short, and some agencies may already lack sufficient time to perform estimation analysis.  Several agencies intend to use this year as practice for future years.  Interim closing, interim statement preparation, and interim audit, (e.g., semiannually, quarterly, or monthly) could result in better processes, better results, and better management.    

Many contractors/subcontractors “hold” data of the Government.  To enable estimation, it may be necessary to change contracts to require interim reporting from contractors. Agencies may have to modify contracts to collect data to perform estimations or to obtain estimations from the contractors.  This issue is further complicated by the need to deal with even larger numbers of subcontractors.  

Third party data comes from two sources: (1) non-federal sources, e.g. financial institutions and actuaries, and 

(2) Federal sources, e.g. OMB, DoL, OPM, and Treasury.  OPM is accelerating the distribution of imputed cost factor (e.g., CSRS, FERS, and other employee benefit programs) data to the agencies.  OPM has provided quarterly factors, usually by the end of the quarter, and expects to make year-end factors available by 9/15.  DOL plans to provide preliminary unaudited FECA actuarial data during the first week in September, and final audited numbers by the end of September.  Differences between preliminary and final year-end numbers are generally negligible.  For Current Liabilities – expect actual data from DOL by 10/10.  Agencies should perform their own estimates.

Agencies need to submit SF 224 Statement of Transactions by the third workday of the month so that FMS can provide timely 6653’s to agencies.  FMS cannot generate 6653’s until all agencies have submitted their SF 224 data.  Thus, the process is driven by the organization that submits its SF 224’s to FMS the latest, and hampers the ability of other agencies to perform timely cash reconciliation processes.  There was significant discussion concerning FMS “accepting” minor/non-material differences in the cash reconciliation and other processes.  The IRS indicated some success in working with the auditors to accept minor cash differences between the 224 and 6653 information, and have been using information the FMS STARS system to assist in the reconciliation process.  

Regarding IPAC transactions, some agencies have established early monthly cut-offs, and interagency agreements for IPAC transactions to facilitate reconciliation and avoid late-month adjustments.  However, early cut-off should not be a substitute for sound business practices.  Is there a need for improved business rules across government?  Should Treasury implement better procedures for issuing/receiving?  OMB, Treasury, auditors and others should accept minor differences between financial statements and FACTS II information, as “editing/reconciling FACTS II to the penny,” is not practical.  As a result agencies are “forced” to enter data that may not be valid to “pass the edit tests”, and information reported to OMB and Treasury does not agree, and “it never will.”  

Some agencies have had trouble receiving information when Treasury makes payments, on agencies’ behalf, from the Judgment Fund.   DOJ sends data to Treasury, but not automatically to other agencies.  USDA has made special arrangements with Treasury to receive Judgment Fund payment notifications, and will provide contact information to Acceleration Committee to be shared with agencies.  Concern was also raised regarding the accuracy and timeliness of Judgment Fund settlement listings posted on Treasury’s website - -more need for improved business rules?

Overview of Afternoon Session Discussions:

There is not just a need for improved performance reporting, but also for enhancing the link among performance, financial, and budget information. OMB needs to clarify/agencies need to ensure that they understand the A-11 requirements on using estimated data in performance reports.  Issue may be interpretation of the term ‘preliminary’ data vs. ‘estimates’.  Some agencies are reporting performance data as of 6/30 to facilitate acceleration, but using this preliminary data means that an agency cannot truly compare against targets for the current reporting year.  Third party data is as much an issue for performance reporting as it is for financial reporting.  For example – to accelerate availability of data from state/local governments, agencies may have to change regulations, and contractual changes may also be necessary.  Performance data time lags can cause mismatches with costs - - costs incurred in FY 2003 may not yield results until 2004, or later.  To streamline reporting, many agencies develop “corporate” goals, or a subset of their total program performance goals to report in the PAR, and  ‘Use performance reporting to drive program management’.  OMB needs to focus attention and provide more guidance on reporting performance information in the PAR – not just financial information. 
Some agencies are relying on audit findings to feed FMFIA reporting.  FMFIA was intended to be agency review-driven process.  What is IG role in determining what goes into FMFIA report (management’s report)?  Some best practices include frequent communication with the OIG, and establishing a management control oversight council including agency and IG representatives.  Council members determine reporting issues (material weakness / reportable condition).  Agencies are also meeting with OMB/GAO early to discuss key challenges and implementing quarterly program reporting.  OMB will monitor FMFIA findings/resolutions through the FIPS database and rate agencies based on results, with likely emphasis being placed on resolving older, persistent issues and weaknesses.

Several agencies use issue workgroups to address the multitude of issues impacted by accelerated reporting.  The groups have helped agencies monitor progress and create ‘peer pressure’ within the organization to incentivize the initiative.  Using one, large timeline can be unwieldy.  It is more manageable to have multiple coordinated, focused timelines.  Agencies have also benefited from creating a series of lower-lever deliverables to keep initiative on track, frequently discussing issues with program offices, and coordinating timelines with bureaus/agencies within the organization.   It is important to take a pro-active approach with OMB’s required ’10-day review’ period.  Agencies should share early drafts with both RMO and OFFM.  It is important to note that the budget group is in the middle of the budget cycle during this period.  Agencies should then be able to negotiate shorter official review period.

Agencies must have frequent, routine communications with OIG throughout the year, and must ensure early approval of audit contracts.  Contracts should include accelerated timelines, with a back-up funding plan in place to ensure auditor commitment.   Continuing Resolutions (CRs) can impact audit contract funding in that they might preclude an agency from issuing an audit contract early enough to accommodate accelerated reporting.    Agencies should have a backup plan and resources (staff) available.  How do you compensate for unforeseen events? No one resource should be THE key to the reporting process.  Finally, Agencies indicated that they would choose an unqualified opinion over meeting accelerated deadlines.  It is important to employ quality assurance throughout the process.  

MEMO Items for OMB/Treasury

On behalf of the meeting attendees, Hal Steinberg, one of the meeting facilitators, sent a memo to OMB and Treasury outlining several key issues for OMB’s/Treasury’s consideration that were discussed at the meeting.  These issues are summarized below:

· Possible need for business rules concerning FECA current liability information and transmittal of that information to/from the Department of Labor.

· Need for consistent/clarified policy concerning cut-off dates for quarterly/year-end IPAC transactions.

· Need for policy concerning an allowance for immaterial differences between agency Fund Balance with Treasury balances and Treasury records.

· Need for business rules ensuring prompt and comprehensive communication of Treasury payments to the Judgment Fund on behalf of agencies.

· Need for consistent recordkeeping and prompt posting of Judgment Fund information on Treasury’s website.

· Need for OMB to address credit agency concerns over data required from OMB in order to complete all steps necessary (e.g., economic assumptions for reestimation) to prepare financial statements.

· Need for more guidance and clarified policy from OMB on accelerated performance reporting

· Need to identify practical funding alternatives when Continuing Resolutions hamper an agency’s ability to issue audit contracts to accommodate accelerated reporting and audit.

SESSION DETAILS

This section contains detailed notes from the discussion sessions.  While the sessions are presented chronologically, as they occurred, the detailed notes are arranged more by issue than by chronological discussion.

MORNING SESSIONS

Thanks to Dennis Mitchell and Elvon Lloyd of JFMIP for recording notes for the morning sessions.

Introductory Remarks (Scott Bell, HHS)

Scott recognized Karen Cavanaugh (HHS), Pat Wensel (USDA), John Lynskey (NSF), and especially Marge White (HUD) for their help in setting up the meeting.  Scott also thanked the Department of Education for the use of the auditorium.

Appendix A to this document contains a list of agencies attending the program.

Welcome From the Financial Acceleration Committee (Don Hammond, Treasury)

· The purpose of the Roundtable is to get at the details of how to meet accelerated reporting requirements.

· The Chief Financial Officers’ (CFO) Council established the Financial Acceleration Committee about a year and half ago, with Don as Chair, to address accelerated reporting issues, problems, requirements, and timelines.

· This is the first of three meetings.  The second will cover audit issues, and the third, using and refining estimation techniques.

· Some agencies plan to submit reports for this fiscal year by November 15th, the due date for this fiscal year’s financial statements

· There are challenges, but reporting by 11/15 can be achieved because agencies have already done it.  There are no challenges that can’t be met.

· The Roundtable will facilitate the exchange of information among agency representatives in attendance from finance and audit organizations.

· Audit issues are a major challenge, but financial statement preparation challenges are primary at the moment.

· Estimation of financial information is a primary challenge; 

· accelerated reporting timeframes and information requirements cannot be met without estimating certain financial data - - annually or more frequently; 

· estimation methodologies must be incorporated into business processes, financial statement preparation, and financial statement audits.

· There must be close coordination between financial statement preparation and audit staffs.

· In view of the extensive number of attendees at the Roundtable (over 120 registered), everyone should benefit from each other’s perceptions and share information and solutions.

OMB Perspective and Remarks (Joe Kull, OMB)

· An extensive number of attendees turned out for the Roundtable.

· Paul O’Neil established the accelerated reporting timeline.

· Treasury established a high bar for accelerated reporting in fiscal year 2002.

· Treasury has many components, including two inspectors general, two IPA’s, and collects the largest amount of revenue for the Federal government.

· Agency CFO’s and IG’s met recently to address this year’s financial statement preparation and audit processes, and unlike previous years, demonstrated a cooperative environment for this year’s activities.

· Don and Joe established 11/15, as the due date for reporting for fiscal year 2003 in order to enable completion by the Thanksgiving holiday.  This was seen as a motivator and a morale booster.

· The way we present financial information should not be judgmental or political; 

· November 15th, 2004 is perfect for certain aspects of accelerated reporting, for either an outgoing or new administration, regardless of whether the current administration continued or a new one took office; 

· this keeps accelerated reporting out of the world of budget and politics.

· Thanks to Treasury for taking the lead to overcome accelerated reporting challenges, and along with the Social Security Administration has established a high bar for others to achieve.

· With the extensive turnout for the Roundtable, there is a clear focus on addressing the issues, and shifting the focus from the processes of preparing and auditing financial statements to analysis of the information and providing timely and useful information to program managers to make decisions and run their agencies.

· A recent spring meeting with CFO’s and IG”s focused on accelerated reporting and addressing material weaknesses.

· Several agencies plan to prepare their statements by 11/15; and all except one or two agencies plan to have their statements prepared by 12/31.

· Agencies are also in the process of accelerating the preparation of performance information, i.e., to include non-financial information so that analysts work from real time current information to run their organizations; 

· agencies must learn estimation techniques for performance information to facilitate a paradigm shift in performance management.

· In a few years 23 out of 24 or 25 agencies will have clean opinions and will then be in a position to determine what to do with the data.

· In addition to meeting with CFO’s, OMB Budget formulation staff have been working with OMB management staff to integrate accounting with budget processes and information that goes beyond just numbers.

· Objective - to mold the annual performance report after corporate annual reports.  Make them usable, not just timely, M

· Enable reporting to drive program management;

· Much work remains.

· Problems and issues that exist are human process problems that can be addressed and solved.

· In a few years it will be possible to give people information to run organizations real time, i.e., to evaluate performance, but also to make decisions and changes in directions.

· All CFO’s and IG’s submitted plans for this fiscal year on time, to prepare and have audited statements for fiscal year 2003, 

· 10 – 12 agencies have targeted 11/15 for FY 03, several agencies have targeted early to mid December, few agencies  - - 12/19, and all except two 12/31, which have special problems.  The new Department of Homeland Security (DHS) also has established 12/31 as their target deadline.

Status of Draft Super Circular 

· 20-page document/300 pages of comments.  An OMB review group is reviewing all comments.  Comments contain recommendations for changes, but overall, there is strong support for the concept, i.e., consolidate circulars, streamline, and integrate requirements.  

· Some change needed to define internal controls, clarify audit requirements – implementation considerations.  

· The OMB Budget Review Division wants to work with OMB Management staff to include budget and performance integration into the MD&A guidance.   

· A revised draft should be circulated for comment by June/July, and portions of the Circular will be effective in 04 and 05. 

· There has been a major misunderstanding with regard to the SGL requirements in the Circular, 

· OMB does not intend to establish SGL requirements different from Treasury/FMS.  

· Intent is to set requirements necessary to establish compliance with FFMIA, i.e., summary level, rolled-up information, rather than detailed transactions for every SGL account.  

· The revised draft, and final will contain SGL accounts, titles, and descriptions that are consistent with those in the FMS SGL.

· The legal representation letter may be an issue for the current year, i.e., a transition problem that should get in sync for 04.  

· Quarterly reporting and auditing is catching on as a way to accommodate accelerated reporting, not just for interim preparation, but also extensive audit work, especially coordination of plans for estimates, i.e., calibrate the quality of the data; to significant amount of preparation work in March or June, then roll forward.

· Don’s Committee deserves credit for facilitating the acceleration process.

· Acceleration involves major process changes, including major changes within OMB, to overcome resistance and coordinate a variety of activities and requirements.

· Pulling actual financial data in November for financial statement purposes and then pulling actual financial data in February for budgetary purposes results in differences.  These differences should diminish over time, as emphasis is placed on determining the reasons for the differences.

Discussion Session Facilitators:

Hal Steinberg (AGA)

Diane Dudley (KPMG, LLP).

Appendix B to this document contains bio information for the session facilitators.

Morning Discussion Session I:  Estimation

General

· Estimation is one of the keys to meeting accelerated reporting timeline, but it’s not just a matter of reduction in cycle time, i.e., shorten the preparation and audit time - - it must involve process changes.

· For acceleration, changes should include estimating additional items not required in prior years.

· Systems may not contain necessary data and information from which to generate estimates and systems may not be capable of generating the estimates, i.e., analysis, extrapolation, trend analysis, etc. may be required.

· Some agencies, e.g., Interior have developed and documented policies on estimating what accounts get estimated and how estimates are done, and coordinated the policies with the auditors.

· USDA – importance of communicating estimates, accruals, and other processes throughout all components of the organization 

· ensure standardization, or identify needs for customization.

Grants

· HHS, NASA, and NSF have large numbers of grants that involve third parties. 

· requires complex, extensive estimation methodologies, 

· HHS uses a regression analysis model that includes 20 quarters of data, with such factors as simple cash flow trends.  Actual/estimate differences have been improving over time.

Estimation data needs and interim estimation processes

· More than one cycle of data is necessary to perform even simple trend analysis for estimation.  Some agencies may need to populate a database with prior period data.  However, given that this is already in May, some agencies may already lack sufficient time to perform estimation analysis.  

· If your interim reporting processes are sound, then you can book estimates, and it will give you better data at year-end.

· Attendees reported their commitment to meeting the accelerated reporting deadlines, but also indicated their intention to use this cycle as a “test run”.

· Many agencies are reporting more robust semiannual or quarterly estimation and analysis processes.   

· NSF, SBA, and others reported on the benefits of conducting interim estimate/actual analyses as a prelude to performing the 4th quarter analyses.

· NSF reported on their ability to estimate grant spend-outs within 1 or 2% during the first three quarters of the year, which establishes a basis early in the year that can be used during the 4th quarter to prepare the financial statement for the year.

· SBA noted, however, the difficulties in connecting estimation with performance.  Cannot assume that the 4th quarter will be like the 3rd quarter.  

· Several agencies – issue regarding program managers trying to “meet performance goals” at the end of the fiscal year, rather than during the earlier quarters.  This complicates the year-end process, even if quarterly processes are used.

· Several agencies intend to use this year as practice for future years.  Interim closing, interim statement preparation, and interim audit, (e.g., semiannually, quarterly, or monthly) could result in better processes, better results, and better management.

· USDA intends to prepare full scope statements for June 30, as a practice run for the year-end statements.

· Treasury – accelerated efforts revolve around monthly closings within three workdays after the end of the month.

· Several agencies – important to perform preliminary estimation, reconciliation, trend analysis, etc. processes early in the year, e.g. by August, so that the “bulk of the work” is already completed, and then perform the actual estimation, etc. activities for the remaining month(s) in the fiscal year.

· FDIC - performs estimates of losses and trends involving bank failures.  They also estimate litigation losses, recoveries, and expenses.  

· Recent bank failures are caused by different factors than in prior years, making it necessary to perform more extensive analysis, and perform estimation work on a continuous, monthly, basis rather than just annually.   Because of this, historic information and trends must be used cautiously and the organization has had to make adjustments when the underlying facts and data changed.  

· FDIC's estimation effort involves all interested parties, including outside regulators, the program and support offices, and the IG.  The estimation policies and procedures are well established, agreed upon by the auditors, and documented.  

· Russ Cherry of FDIC may be contacted at Jcherry@FDIC.gov , for additional information, including copies of their policy documents.

Contractor Data Implications:

· Many contractors/subcontractors “hold” data of the Government.  To enable estimation – may be necessary to change contracts to require interim reporting from contractors.

· NASA – extensive amount of equipment in the hands of contractors

· contracts will have to be modified to collect information and data to perform estimations or to obtain estimations from the contractors.  

· Issue is further complicated by the extensive number of prime NASA contractors that must deal with even larger numbers of subcontractors, from which data and information will have to be collected to prepare estimates. 

· Internal Revenue Service (IRS) – complexities associated with large automation contracts for which data and information will have to be obtained to prepare estimates.

IG/auditor involvement:

· IG/auditors must be involved early and throughout the process.

· SAS 57 – Audit of Estimates

· Treasury – uses AICPA document highlighting priority estimation issues for auditors.  Doc info:

https://www.cpa2biz.com/CS2000/Products/CPA2BIZ/Auditing+Estimates+and+Other+Soft+Accounting+Information.htm?cs_catalog=CPA2Biz

Auditing Estimates and Other Soft Accounting Information 

By Michael J. Ramos, CPA 

An increasing number of accounting pronouncements contain measurement and disclosure provisions largely based on subjective judgments.  Some examples of soft accounting information that are becoming more prevalent in accounting today are: management's ability and intent, estimates of future cash flows and fair value estimates. The purpose of this book is to provide practical guidance for handling the audit problems related to the audit of soft accounting information, illustrating how SAS No. 57, Auditing Accounting Estimates, may be applied by practicing auditors. 

 
Segmentation and Materiality:

· IRS – important to segment areas for estimation, e.g. non-payroll, rental costs that can be addressed on a periodic basis throughout the year, rather than at the end of the year.  

· Materiality is key issue to be addressed with auditors early in the year

· to ensure buy-in, by all parties

· inclusion/exclusion determinations.  

· Issue of what is “fair” vs. trying to get “to the penny”.

Other Issues:

· Continuing Resolutions – may impact trend analysis and cause estimation/projection problems, especially with regard to cash processes and cash accounts.

· Undelivered Orders

· Census Bureau – conducts semi-annual document review

· IRS – conducts quarterly review and has implemented an accelerated obligation process centered around a spending plan.  Attempt to get all obligations on books by 8/31.

· DoL – complications re: estimating trust funds

· impact, relevance, and significance of changing economic conditions that impact the funds, and consequently the quarterly, periodic or other estimation/accrual processes relative to them.

· Need to approach ‘one period to the next’

· Econometrics and econometric modeling – appears that little attention is being afforded these matters at the moment.

Morning Session II:  Third Party Data (Financial) 

General

· Third party data comes from two sources: 

· (1) non-federal sources, e.g. financial institutions and actuaries, and 

· (2) federal sources, e.g. OMB, DoL, OMB, and Treasury.

OPM Cost Factors, Intergovernmental Balances (Mike Finucan)

· OPM is accelerating the distribution of imputed cost factor (e.g., CSRS, FERS, and other employee benefit programs) data to the agencies.  

· OPM has provided quarterly factors to facilitate interim reporting – usually by the end of the quarter

· Request to OPM to provide factors earlier in quarter if possible.

· Expects to make year-end factors available by 9/15

· Some agencies noted the need for cost factors for additional categories not covered in OPM guidance, 

· e.g., HHS – commissioned corps, doctors.  Have obtained this information from other sources. 

· Payroll data exists within the agencies, not at OPM.  Information generated at the agency level.

· OPM accelerating reporting of intergovernmental balances – data expected to be available 10/10.

· OPM will provide estimated/trend data, and will post revenue and receivable balances quarterly and at year-end.

· Agencies should refer to Benefit Administration Letters on OPM websites. Both current and past letters are available at   www.opm.gov/asd/index.htm         

·  Issue – inability to reconcile payroll data from cross-servicing payroll provider (e.g., NFC) data with OPM data below the Dept/agency level.  Governmentwide accounting system expected to be able to provide agency/bureau-level detail. Movement of employees from one agency to another.  

· This is an area where it appears that OMB, OPM, and others need to consider the matter of intragovernmental transactions.  

Dept. of Labor (Robert Beckman): FECA

· Actuarial data is provided the first week in September - - represent preliminary audit numbers.  Actuaries provide final audited numbers are provided by the end of September.  Generally, difference between preliminary and final year-end numbers is negligible.  

· DoL is developing a formula for agencies that can be used to “split up” FECA for agency/bureau detail/ “other” category.  Model calculated based on 6/30 data.  Takes 3 weeks to obtain data; 3 weeks to conduct analysis.

· Current Liabilities – expect actual data from DOL by 10/10 (Treasury deadline). 

· While there has been a push for estimates, do not expect them from DOL – agencies should make their own estimates.  (MEMO)

· FECA chargebacks – agencies have quarterly chargeback information, the same as DoL, and should be able to make their own estimates.

· Agency payments to DOL – DOL does not have this information.

Non-Federal 3d Party Data

· Results of Non-Federal 3d Party Data Survey, as well as detailed submission from Dept. of Education, were distributed to attendees

· NASA, HHS, IRS, SBA, FDIC, and others raised the issue of contractual arrangements with private sector vendors 

· data required to make various estimates either comes from contractors or are based on information that contractors provide.  

· In view of the contractual arrangements, e.g. annual or quarterly data, it will be necessary to amend contracts, resulting in additional costs, and other complications

Morning Session III:  Treasury Reporting and Data Needs

SF 224/ Statement of Changes 6653, Karen Tekleberhan (FMS)
· Agencies need to submit SF 224 Statement of Transactions by the third workday of the month so that FMS can provide timely 6653’s to agencies for reconciliation purpose.

·  FMS cannot provide 6653’s until all agencies have submitted SF 224 information to them.  This means that the process is driven by the organization that submits SF 224’s to FMS latest, and hampers the ability of other agencies to perform timely cash reconciliation processes.

· Agencies need this information to reconcile cash 

· complicated by the fact other organizations, can make payments against agency accounts.  

· Some agencies are entering into agreements to exchange SF 224 information as they occur, to facilitate reconciliation.   

· Treasury/FMS also reported on the status of their on-going project to begin providing 6653 information on-line later this year or early in January 2004.

· Significant discussion occurred with regard to “accepting” minor/non-material differences in the cash reconciliation and other processes.  The IRS indicated some success in working with the auditors to accept minor cash differences between the 224 and 6653 information, and have been using information the FMS STARS system to assist in the reconciliation process.  (MEMO)
IPAC

· Some agencies have established early monthly cut-offs, and interagency agreements for IPAC transactions, e.g. 20th work, day to facilitate reconciliation and avoid late-month adjustments.  

· These agreements include coordinating the recording of transactions.

· At least one agency reported some success, or ability, to use estimation techniques in the area of IPAC.  

· The idea is not to limit good business processes, e.g., cease making payments, but to establish cut-off’s for recording IPAC transactions in central reporting systems (private sector model?).

· However, early cut-off should not be a substitute for sound business practices.

· Treasury – does not permit early cut-off as part of their monthly and annual three-day closing process (Alcoa model).

· This appears to be another area where OMB, OPM, Treasury, and others (i.e. all agencies and any other organizations that may payments against agency accounts through IPAC) need to focus attention on the matter of intragovernmental transactions, and the need to take action to work with agencies to come up with solutions to the problems.  (MEMO)

· Need for improved business rules across government?  Hard edits for IPAC?

· Should Treasury implement better procedures for issuing/receiving IPACs to allow for faster receipt of more accurate IPAC information and more efficient transaction recording? 

FACTS Reporting

· OMB, Treasury, auditors and others should accept minor differences between financial statements and FACTS II information, “editing/reconciling FACTS II to the penny,” is not practical.  

· Because of the timing differences for financial statements and 133’s/2108’s, there will be differences, some of which cannot be reconciled timely.  

· As a result agencies are “forced” to enter data that may not be valid to “pass the edit tests.”, and information reported to OMB and Treasury does not agree, and “it never will.”  

· “Immaterial FACTS II differences need to be allowed.”

Judgment Fund

· USDA  - had trouble receiving information when Treasury makes payments from the Judgment Fund on behalf of USDA.  DOJ sent information to Treasury, but not automatically to other agencies.   (MEMO)

· Has made special arrangements with Treasury to receive Judgment Fund payment notifications.

· Will provide contact information to Acceleration Committee to be shared with agencies.

· Concern related to the accuracy and timeliness of Judgment Fund settlement listings posted on Treasury’s website.  (MEMO)
· Agencies use this information to record settlement amounts and related imputed financing sources.

· Treasury should use consistent ID information so that agencies can easily recognize information relevant to them.

· This is something that agencies will need to do more frequently than at the end of the year to prepare interim statements, and will need to be proactive at the end of the year to obtain the information.

· Need for business rules?  Possible capacity issues.  (MEMO)
· “Parent/child” relationship and information issues also exist in obtaining accurate judgment fund information for sub-agencies/bureaus

Morning Session IV:  Credit Reform Acceleration Issues

· Credit agencies will have difficulty meeting accelerated due dates unless OMB provides information needed by the agencies (e.g., credit model reviews, economic assumption data) by August  31.   (MEMO)
· This is the date requested by credit agencies – not currently in policy.  Not having requested information by this date could be a “show stopper” for agencies – must be reiterated to OMB that there is “no room for error”.

· It is important to note that re-estimation models are very complex and very sensitive to interest rate moves, which are impacted by economic conditions.  This is the primary reason for the critical need for information from OMB to use in the re-estimation processes.

· The complexity of reestimation – particularly for agencies with multiple credit programs and cohorts, magnifies the difficulty of accelerating financial reporting.

· Is there a role for estimation or interim reporting?

· Is interim reporting even practical given the complexity of the reestimation process?

· Need to account for business cycles when conducting analysis and preparing reestimates.

· Some agencies have turned to more elaborate econometric analysis and modeling to attempt to enhance analysis precision (e.g., SBA collaborate with OCC on business loan credit modeling).  

AFTERNOON SESSIONS
Thanks to Monica Clarke of HUD for recording notes for the afternoon sessions.

Afternoon Session I: Performance Reporting

· There is not just a need for performance reporting, but also a drive to link performance with financial and budget information 

· Budget justifications should be linked to performance reports

· Several agencies indicated that they are able link spending to results achieved

· Need clarification on A-11 requirements on the reporting of estimated data in performance reports.  

· Reporting of ‘preliminary’ data vs. estimates.

· May result in differences between the financial information and the performance report, since the financial information may be based on estimates.

· Advise OMB that if estimates are used in the financial statements they will have to be used in performance reports

· Performance data availability

· For some programs – data available in October 

· Other programs – 3-5 years later 

· Federal Procurement Data System (FPDS) – performance data – 6 months in arrears.

· Some agencies reporting performance data as of 6/30 to facilitate acceleration

· Cannot truly compare against targets

· How can you manage your program without current information?

· Obtaining third party performance information

· HUD – performance data from state/local governments – need to change regulations in order to obtain information sooner.

· Contractual changes to obtain more frequent, current data

· Time lag in performance data availability – causes mismatch with costs.  Costs incurred in FY 2003 may not yield results until 2004, 2005, 2006 – How to effectively match costs with performance?

· Even agencies that are currently linking costs with performance – may be experiencing a ‘false sense of precision’ – this year’s results really not tied to this year’s costs.

· EPA – outcome oriented measures have the largest time lag

· Issues need to be evaluated on a case/case basis

· Reporting performance in the PAR

· Many agencies develop “corporate” goals, or a subset of their total program performance goals to report in the PAR.  

· ‘Use performance reporting to drive program management’

· How do you go beyond reporting to make performance information more ‘usable’?

· For some agencies, cross-cutting (across agencies) goals present a problem in how to report

· Supercircular requirements

· Quarterly MD&A - Will agencies be able to report on performance on a quarterly basis?

· OMB has been focusing on accelerating the financial statements in the PAR.  However, OMB also needs to focus attention and provide more guidance for the performance information reported in the PAR.  (MEMO)
· use of cut-offs (i.e., potentially reporting results as of 6/30 or 8/31, rather than 9/30), 
· what to do when 3rd party data is not available until after 11/15, 
· whether estimates may be used for performance measurement reporting – clarify/modify A-11? 

Afternoon Session II: FMFIA/FFMIA

Audit findings vs. program review findings

· There must be a distinction 

· Some agencies are relying on audit findings to feed FMFIA reporting.

· FMFIA intended to be agency review-driven process

· Accelerated timelines will make it more difficult for agencies to use audit findings for FMFIA reporting.

IG issues

· Must have frequent, significant communication with IG.

· What is IG role? – Who determines what goes into FMFIA report (management’s report)

· Comment from the IG community:  In some cases the IG community has agreed to disagree with agency officials on this point

Best practices 

· Management control oversight council – consists of three service heads and IG rep (non-voting).  Council members determine reporting issues (material weakness / reportable condition)

· meet with OMB/GAO in June to discuss key challenges

· Early and frequent agency leadership involvement –1/4ly bureau CFO/office lead meetings on control issues.

· IG conducts compliance work in summer months – mid-September cut-off.

· IG provide management challenges early (August)

Sarbannes/Oxley legislation

· Requires commercial CEOs to make assertion statements

· Potential impact on Federal sector?

FIPS database

· OMB will monitor FMFIA findings/resolutions through database/ rate agencies based on results.  

· Will OMB “penalize” agencies for an increase in FMFIA findings?

· More likely that emphasis is on resolving older, persistent issues and weaknesses.

· Need to clarify what the evaluation basis will be.

Afternoon Session III: Preparation Timetable and Approach

Issue Workgroups

· Several agencies use issue workgroups to address the multitude of issues impacted by accelerated reporting

· Commerce – breakout groups to ID challenges, lessons learned 

· HHS – workgroups address audit, estimation, performance, reporting

· Importance of groups – monitor progress.

· Create ‘peer pressure’ within organization to incentivize the initiative

Timeline 

· one, large timeline can be unwieldy – more manageable to have multiple coordinated, focused timelines.

· Create series of lower-lever deliverables to keep initiative on track

· Discuss issues with program offices and get them to buy into your processes

· Hold monthly meetings to discuss lessons learned

· Use comprehensive deadlines for year end and sub-categorize these deadlines into quarterly and monthly timelines and monitor the process

· Ensure that Department-level timelines correspond with agency/bureau-level timelines

· Use a website to update your timelines and use the site as a point of contact

OMB 10-day review   (MEMO)
· Take a pro-active approach

· USDA – share early drafts with both RMO and OFFM.  Giving to one “side” no guaranty that other side will see it.  

· Remember that the budget group is in the middle of the reporting cycle during the 10-day review period.

· Negotiate shorter official review period by providing early drafts.

· Conduct “political” scrub.  Revise language that you know OMB will have issues with ahead of time.

Afternoon Session IV: Working Relationship with auditors/OIG

Communication

· Must have frequent, routine communications with OIG throughout the year.

· USDA’s IG communicates issues to the agency on a monthly basis

· HHS – bi-weekly meetings with OIG

Audit contracts

· Must have early approval of audit contracts

· Include accelerated timelines in contracts in order to ensure auditor commitment.

· Have a back up funding plan in place for IPA contracts

· Issue – audit contract funding – impact of Continuing Resolutions (CRs). CRs might preclude an agency from issuing an audit contract early enough for the auditor to do continuous, year-round auditing, or, at a minimum, start the accelerated audit early enough.   (MEMO)
· Possible solutions: 
· start the process so the cost can be part of the agency's continuing operations and thus not adversely affected by a CR. 
· seek a forward funding solution.
· Auditors may not want to perform ‘year-round’ auditing - - prefer to have some time in-between to allow agencies to ‘clean up’ findings/material weaknesses from prior year audit.

Contingency Plan

· Leave time at end for contingencies 

· Example – USDA – NFC closed down for hurricane – had to make up lost time.

· Institute a 48 hour recovery process 

· Have backup plan, resources (staff) available.  How do you compensate? No one employee should THE key to the reporting process

· Example – Commerce – several key people out during final reporting stages for 02.

Opinion/Acceleration Tradeoff

· Agencies indicated that they would choose an unqualified opinion over meeting accelerated deadlines

· Quality Assurance (Q/A) – important to employ Q/A throughout the process.  In the past, some agencies tended to ‘dump’ a lot of information on the auditor.  With accelerated reporting, efficiency is key.  Best to provide auditor efficient deliverables that have been scrubbed for quality.

Appendix A – Meeting Attendees (agencies)

	Dept. of Agriculture

	Dept. of Commerce

	Dept. of Defense

	Dept. of Education

	Dept. of Energy

	Dept. of Health and Human Services

	Dept. of Housing and Urban Development

	Dept. of Interior

	Dept. of Justice

	Dept. of Labor

	Dept. of Transportation

	Dept. of Treasury

	Dept. of Veterans’ Affairs

	Environmental Protection Agency

	Executive Office of the President / Office of Administration

	Federal Accounting Standards Advisory Board

	Federal Deposit Insurance Corporation

	General Accounting Office

	General Services Administration

	National Aeronautics and Space Administration

	National Science Foundation

	Nuclear Regulatory Commission

	Office of Personnel Management

	Small Business Administration

	U.S. Agency for International Development
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He has also been directly involved in the establishment of accounting and financial report​ing standards for the Federal Government, state and local governments, the Catholic Church, voluntary health and welfare organizations, independent schools, and public ele​mentary and secondary schools.  He was a member of the Federal Accounting Standards Advisory Board and directed the task forces that prepared the two Statements of Federal Financial Accounting Concepts: Objectives of Federal Financial Reporting and Entity and Display.

Hal was a member of the Board of Directors of the ICMA Retirement Corporation—a multi-billion dollar deferred compensation program for state and local government employees—and chaired its Audit Committee.

Hal is a prolific writer.  He has written countless journal articles and such books as Reporting of Service Efforts and Accomplishments, a research report published by the Financial Accounting Standards Board; A Guide to Accounting, Financial Reporting, and Auditing in the Federal Government; Managing Public Resources; and Accountability Reporting Trends and Techniques, 1st and 2nd editions, all of which have been published by KPMG.  He is currently writing a Guidelines for Federal Agency Audit Advisory Committees.

Hal is a Certified Public Accountant; his performance on the May 1963 CPA examination was recognized with the Haskins and Sells medal.  He also is a Certified Government Financial Manager.  He is a member of the American Institute of Certified Public Accountants, served on its Governmental Accounting and Auditing Committee and Improving Federal Financial Management Task Force; and chaired its Task Force on Improving the Quality of Governmental Audits.  Hal is also a member of the Association of Government Accountants-Northern Virginia Chapter, chaired the AGA Task Force on How to Attract and Retain Financial Management Personnel for the Federal Government, served on the AGA Long Range Planning Committee, is a special advisor to the Certified Government Financial Manager Professional Certification Board (in which capacity he organized and directed the development of the certification examination), and organized and developed the Association's Certificate of Excellence in Accountability Reporting and Certificate of Excellence in Service Efforts and Accomplishments Reporting programs.  He was the 1991 winner of the Association's Andy Barr Award for outstanding contributions to governmental financial management by a private sector individual; the 1998 and 2002 Presidents Awards; and the Einhorn-Gary Service Award, presented to the thirty individuals that have done the most in the last fifty years to improve government accountability.  He is a member of the American Society of Military Comptrollers' Financial Management Certification Committee.  Finally, Hal is a member of the Governmental Accounting Standards Board Task Force on Service Efforts and Accomplishments Reporting and chaired a National Academy of Public Administration Work Group that defined how Federal agencies can align their budget structures with the programs and goals required by the Government Performance and Results Act.

DIANE DUDLEY

KPMG LLP

Washington, D.C.

Diane Dudley is the partner-in charge of KPMG’s Government Assurance Practice in Washington, D.C.  She leads the KPMG practice of over 200 professionals dedicated to providing auditing and advisory services to federal agencies.  She currently serves as the overall audit partner for the Department-wide audits of the U.S. Departments of Energy and Commerce.

Ms. Dudley is highly involved in contributing to the improvement of federal financial management as an auditor and by participating in work groups to comment on relevant FASAB, OMB, GAO and AICPA procurements.  She has presented testimony on federal accounting and financial management reform to Congressional subcommittees.  In addition, Ms. Dudley regularly serves as an instructor for KPMG national auditing courses.
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Appendix C – Survey Results

	
	Excellent

Score = 5
	Above Avg

Score = 4
	Average

Score = 3
	Below Average

Score = 2
	Poor

Score = 1
	Wtd Avg Score

	
	Number of Responses
	

	Overall
	15
	21
	5
	0
	0
	4.2

	OMB 
	6
	17
	6
	2
	2
	3.7

	Facilitators
	26
	11
	3
	0
	0
	4.6

	Morning

	   Estimation
	13
	20
	3
	0
	0
	4.3

	   3d Party Data
	11
	19
	4
	0
	0
	4.2

	   Treasury
	9
	16
	8
	0
	0
	4.0

	   Credit Reform
	6
	14
	9
	0
	0
	3.9

	Afternoon

	   Performance
	15
	14
	11
	3
	0
	4.0

	   FMFIA/FFMIA
	11
	14
	13
	1
	0
	3.9

	   Timeline
	15
	21
	4
	1
	0
	4.2

	   OIG
	14
	16
	8
	2
	0
	4.1


What other discussion topics would you like to have seen included in the program?

· Lock Box Jurisdiction

· Governmentwide eliminations, e.g., new systems and policies to support the process.

· Areas of disagreement between OIG/IPA/Auditee and how these issues were resolved.

· Question of estimates needs to be resolved.

Comments:

· Lessons learned were valuable.  Perhaps more detailed presentations on how agencies have overcome issues instead of off-the-cuff discussion.

· Great facility for this type of function.

· OMB should have attended – particularly regarding credit reform as OMB is on the critical path.

· Good ideas discussed.  Additional sessions would be helpful.

· Good, informal information sharing.

· Bring OMB, GAO, and Treasury to the table to resolve issues.
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