Chief Financial Officers Council (CFOC)

Full Council Meeting Minutes

April 16, 2002

Open Meeting

Mr. Mark Everson, Controller, Office of Federal Financial Management, Office of Management and Budget (OMB), and CFOC Acting Chair opened the meeting at 2:00p.m. 

Mr. Everson welcomed new members of the CFO community:

	· Jim Daniel, EOP
	· Debbie Shilling, GSA 

	· Linda Combs, EPA
	· Ed Murray, VA (Acting Deputy Assistant Secretary for Finance)


2001 Audit Results for CFO Act Agencies

Mr. Everson discussed the President’s Management Council (PMC) 2002 Retreat, held March 10-11th at the Wye River Conference Center.  The PMC identified specific focus areas, and established three working sub-committees and an Executive Committee to address them. The three committees are: Human Capital and Workforce Management, E-government, and Budget and Performance Integration. 

Mr. Everson discussed the results of agency financial audits for fiscal year 2001. Eighteen of the 24 agencies audited received clean opinions, the same number as last year.  Five agencies showed noticeable improvement over last year, and two deteriorated.  

Mr. Everson then presented the topic of Material Weaknesses in Federal Agencies. Sixty-four Material Weaknesses were noted in 17 Federal agencies. Most of the Material Weaknesses were in a handful of agencies. The number of Material Weaknesses by type includes:

	· 11 - Financial Systems
	· 7 – Financial Statement Reporting

	· 11 – Computer Security
	· 4 – Fund Balance w/ Treasury

	· 10 – Accounting Issues
	· 13 – Other

	· 8 – Property
	


New and resolved Material Weaknesses under FMFIA, Section 2: each numbered 70.   Material Weaknesses under FMFIA, Section 4 improved: 191 weaknesses were identified in FY 2000, as compared with 188 in FY 2001.  

Council members discussed the importance of identifying interim steps for improvement, as well as making investments to limit risk.  Additional challenges exist when resolutions involve multiple agencies or legislative changes.  

Additional detail can be found in Mr. Everson’s presentation.         

DoD Benchmark Study Presentation 
The DoD Enterprise Architecture Best Practice Analysis included private or other federal, state or foreign defense departments that have developed and implemented enterprise architectures (EA) to support business and financial operations.  Best Practice Partners included: Cisco Systems, Northrup Grumman, the United Kingdom Ministry of Defence, Hershey Food Corporation, Canada’s National Defence, Department of Commerce, NASA, the Commonwealth of Kentucky, and Gillette.  Five key assessment areas were studied: 

1) Enterprise architecture methodologies and alternatives;

2) Functional areas supported by architectures;

3) Leadership and management structures of architecture teams;

4) Enterprise architecture implementation strategies; and

5) Evaluation criteria for architecture implementations.  

The analysis showed that few organizations have developed and implemented complete EAs.  Few enterprise architectures were developed using a single framework.  In addition, EAs are not solely system initiatives; consideration must be given to business processes, policies and people.  Organizations that initially limited their scope came to regret the decision.  Further, high-level sponsorship within the organization is critical for success. 

Critical success factors that should be considered when planning and implementing an EA include: 

· Manage the project as a continual process and leverage quick-wins to gain momentum. 

· Enforce compliance through the use of a governance structure. 

· Incorporate, plan and manage change management efforts throughout the implementation. 

· Staff the project with top talent and ensure commitment to the project for the long term.  Once the EA project is in maintenance mode, consider how the talent will be re-integrated into the organization.

· Plan and execute business process reengineering activities prior to selecting a technology solution.

· Leverage COTS software and minimize customization.     

The timeframe involved in the CISCO implementation of the enterprise architecture was three years total.  The three-year effort included a 15-month effort for business process reengineering, a nine -month effort dedicated to EA design, and the effort to build and deploy the system took another year.  The planned timeframe established for the DoD effort is one-year for EA design and development of a transition plan, followed by validation, and a prototype in 6 functional areas.  An aggressive rollout is planned for 2005, with completion in 2007.  Currently, the industry average for EA implementations average is 5years.  

Ms. Harrison, CFOC Program Manager, noted that the inter-agency Information Technology Resources Board (ITRB) could provide valuable, confidential peer assessments for agencies undertaking similar endeavors. Information may be found at http://www.itrb.gov/
2001 Financial Statements – Acceleration Effort

Mr. Hammond, Treasury, announced that the “2001 Financial Report of the United States Government” was available for distribution on March 29, 2002.  He cited good news throughout the report this year, including decreased statement of net cost, and a surplus of  $127 billion. The debt held by the public, now the second largest Federal Government liability, is  $400 billion, down over the last 4-years. Unfunded pension liabilities are now the largest liability, at $3.4 trillion.  This aggregated number is in no other publication; rather, components are reported annually from several sources.   

GAO is reporting that the numbers are still unreliable and there are significant quantities of Material Weaknesses.  However, Mr. Hammond asserted that the analysis was “pretty good” for planning purposes. The fundamental problem with government financial statements is that the Government is one entity that behaves like 33 individual entities.  This challenge is exacerbated further because agency reporting is done in November and government-wide reporting is done in December and there is no requirement for interim reporting.  

SGL- based interim reporting is a fundamental question that requires SGL-based systems. There are major weaknesses in the preparation process. Data cannot be in different forms and still solve the problem.  The Financial Statement Acceleration Committee is identifying potential challenges such as these. There will be a government-wide “fix” next year as financial assumptions will be uniform and based on common actuarial data. 

Budget & Performance Integration Status Report:  A Path to Green

Donna McClean, DOT, and Chair of the CFOC Budget and Performance Committee announced that the Committee is working closely with Marcus Peacock at OMB to develop criteria by which to evaluate budget and performance integration among agencies and departments.  The EPA, SBA, SSA, DoE, JFMIP, DoT, DoD, DoI and NSF have all made contributions to the draft document, currently under review by OMB.  The draft document will be available for comment in the coming weeks.  Feedback from the CFOC when the document is available for circulation among CFOC members is critical to ensure an appropriate framework. The Committee is also working with OMB on a training packet and presentation to assist in briefing agency executives and budget officers.   

General Discussion

The topic of JFMIP financial systems re-certification was discussed.  The issue of immediate concern is the lapse in certification for an existing system, and the need for extension, when moving to a new, certified system.  The JFMIP Steering Committee has this on the agenda for their upcoming meeting. 

A recommendation was made to change the term “Material Weaknesses” under FMFIA, Section 2. The term is used differently here than in the CFO Act, and causes confusion.  The topic will be added to the JFMIP Principal’s agenda for discussion. 

OMB is streamlining procedures related to financial management and grants management.  Over the next three-months, Circulars and Bulletins will be consolidated. 

OPM is refining the business case for consolidating 14 Civilian payroll providers.  A presentation to JFMIP Principals is planned for the mid-May meeting.    

Adjournment

The meeting adjourned at 3:55p.m.

Decisions

· The JFMIP Steering Committee will address the issue of financial systems’ lapse in certification at the next meeting

· The JFMIP Principals’ meeting will include a discussion on the consistent definition of the term “Material Weaknesses”

Actions

Mark Everson, OMB:

· Coordinate with Mark Forman’s group to assure the right resources are applied to Financial Management Architecture and Material Weaknesses issues. 

· Review the topic of SGL-based systems for reporting financial information, and the frequency of reporting information for the FY 2003 reporting cycle.  

Joe Kull, OMB:

· Include the topic of Material Weaknesses definition - FMFIA, Section 2- on the JFMIP Principals agenda for discussion.  

Tina Jonas/De Ritchie:

· Provide the following DOD Enterprise Architecture project materials, when available, to Von Harrison to email to the CFOC:

· Statement of work (SOW); send also to CIO Council for distribution. 

· Benchmark Study executive summary and full report 

· Best Practices presentation  

· Overarching project plan  

Don Hammond, Treasury:

· E-mail Von Harrison with the request for CFOs’ input on barriers to accelerating financial statements. Include a request for type of resources required for analysis.

CFOC Committee Chairs: 

· Provide 5-Year Plan Committee section drafts to Joe Kull as soon as possible.   

CFOC members: 

· Provide comments to the Executive Steering Committee on the Draft Charter of the 
Government-wide Financial Management Committee by COB April 16th.  The draft Charter will be distributed to CFOC members for review in the near future and then distributed to the PCIE, JFMIP and GAO.  

· Review the “2001 Financial Report of the United States Government” and provide Don Hammond with recommendations for enhancing the Annual Government Financial Statement. 

· Contact Tynia Gorham (202-622-1796; tynia.smith-gorham@do.treas.gov) or Pamela Carr (202-622-0560; Pamela.carr@do.treas.gov) if you are interested in attending presentations on accelerated preparation of financial statements by April 26th for the USPS presentation, and by May 10th for the SSA presentation.  

Von Harrison, CFOC Program Manager:

· Transmit Don Hammond’s request for CFO input regarding barriers to accelerating financial statements to all CFOC members.

· Email today’s presentation “2001 Audit Results for CFO Act Agencies” to CFOC.

· Distribute copies of the DOD Enterprise Architecture materials when available.

Attendees

	· Karen Alderman, JFMIP
	· Deidre Lee, PEC 

	· Terry Bowie, Education
	· R. Schuyler Lesher, DoI 

	· Christopher Burnham, DoS
	· Lee Lofthus, DoJ

	· Ron Brooks, DoD
	· James Martin, HUD

	· James Campbell, DoE
	· Donald McCrory, NSF

	· William Campbell, VA
	· Kathleen McGettigan, OPM

	· Mark Carney, Education
	· Samuel Mok, DoL

	· Linda Combs, EPA
	· Edward McPherson, USDA

	· Wendy Comes, FASAB Liaison
	· Ed Murray, VA

	· James Daniel, EOP
	· Elmer Owens, USAID

	· Thomas Dumaresq, SBA
	· Ken Papaj, Treasury

	· Larry Eisenhart, DoS
	· A. Thomas Park, DoT

	· Mark Everson, OMB
	· Peter Rabideau, NRC

	· Phyllis Fong, SBA
	· De Ritchie, DoD

	· Barbara Gales, SBA-OHR
	· Michael Ryan, EPA

	· Jesse Funches, NRC
	· Catherine Santana, DoD

	· Tynia Gorham, Treasury

· Elizabeth Gustafson, GSA
	· Karen Shaffer, OMB

· Jerry Shea, DoD

	· Janet Hale, HHS
	· Peter Sperry, HUD

	· Donald Hammond, Treasury
	· Thomas Staples, SSA

	· Patricia Healy, USDA
	· Tom Stein, DoL

	· Matt Jadacki, FEMA
	· George Strader, HHS

	· Gloria Jarmon, GAO
	· Sally Thompson, GAO

	· Janilyn Johnston, DoD
	· James Taylor, DoC

	· Tina Jonas, DoD
	· Stephen Varholy, NASA

	· Adam Knapp, OMB
	· Bruce Ward, Treasury

	· Edward Kingman, Treasury
	· Jerry Williams, OMB

	· Janet Krell, GAO
	· Karen Wolff, DoD

	· Joe Kull, OMB
	· Otto Wolff, DoC

	· Robert Lamb, DoI
	


Handouts

· Meeting Agenda

· Enterprise Architecture:  Best Practice Analysis

· Department of Treasury Memorandum; Subject:  Postal Service and Social Security Administration Open Houses

· 2001 Financial Report of the United States Government

Prepared for the CFOC by EDS E.government Consulting
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