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ACTION ITEMS

CFOC Members – 

1. Prepare your staff to participate in upcoming difficult FY 2004 budget discussions.

2. Encourage focus on acceleration of performance information along with financial information. 

3. Keep abreast of your agency’s audit process to quickly identify potential issues.

4. Are encouraged to attend a review of the Year-End Closing Package on November 1, 2002 at the Bureau of Engraving and Printing Auditorium. Pre-registration is required to receive security clearance. 

5. Encourage your financial staff to respond to the Human Capital Committee’s survey regarding training and career development opportunities. The survey will be distributed in November. 

Angela Antonelli –

1. Draft your observations of how the PMI program could increase the number of potential candidates with skills needed by the Federal financial management community. Send to Mark Everson.

OPEN MEETING

Mr. Mark Everson, Deputy Director for Management, Office of Management and Budget (OMB), and CFOC Acting Chair, opened the meeting at 2 p.m.

Mr. Everson provided the following announcements:

· We are pleased that Linda Springer is with us and her nomination is expected to be confirmed in January or February of 2003.

· There was a JFMIP principles meeting on September 20, 2002. Discussion focused on populating the Governmentwide Financial Management Advisory Committee, and the commitment to a non-Governmental majority on the FASAB board.

· Kay James provided a briefing on the status of the Payroll initiative. It should be finalized in the next three to four weeks, and the solution will likely be a model for future programs.

· There was a news story in The Times regarding the financial management scorecard, titled the “Auditors’ Holy War.”

· The financial management scorecard, as of September 30, 2002, was shown. The chart provided current status and progress for various Federal agencies. The CFOC is pleased to see improvements generally.

UPDATE ON FY 2003 APPROPRIATIONS/FY 2004 BUDGET PROCESS

Dick Emery provided an update on the status of the FY 2003 Continuing Resolution (CR) and the FY 2004 budget process.  The CR is slated to continue through Friday, October 18, 2002. The CR continues existing programs at current rates, without incurring additional spending, programs, or extraneous provisions. Congress is concerned that the CR not provide funding above the 2003 request. If the monies spent on 9/11 relief are subtracted, then the funding level is significantly below the President’s budget. The next CR will be voted on October 16 or 17, 2002, with likely a change in dates only and no additional provisions added. The next new date for extension of the CR is November 22, 2002. If the CR continues past November 22, then Congress will add provisions for Federal pay flexibility to the Executive Branch agencies. Delay also will affect automatic pay raise (automatically 3.1%, if no action) and locality pay (on top of the 3.1%; 18%, if not turned off by the President).  There will be no sequester. 

Under the current CR, there are three burdensome reporting requirements for agencies that OMB is working to have simplified:

1. For Executive Agencies, the impact of a full year of CR on each element of the President’s Management Agenda (PMA)

2. Monthly report on obligations compared to the same period I the prior year

3. Identification of any portions of funds that varied from the CR.

These reports will be used to build the case for enacting regular appropriations bills.

The Defense Bill and Military Construction Bill have passed. It is likely that Congress will wrap up appropriations in mid December or later. The 2003 request will be printed in the FY 2004 budget if the CR goes further than the end of December.

Revenues are dramatically below projections by as much as $200B in technical estimates, so now a deficit is projected. Requests are 10% greater than FY2004 budget guidance. The FY 2004 budget will be produced the first Monday in February, as legally required.

The Director’s Review will conduct performance reviews with RMOs using PARTS, and recommendations will be provided for the effect on the PMA, Federal programs and agency budgets. 

There will be a review for proposed Department of Homeland Security that covers all agencies proposed to be included in the new Department. There also will be a review of cross-cutting issues. Governor Ridge will participate in both reviews.

SUMMARY OF CFO/IG MEETINGS

Joe Kull thanked everyone for attending and complimented participants for working cooperatively, resulting in effective and fruitful sessions. There also was participation from RMOs, senior level management, and even some Branch Chiefs.

The agencies are making progress attacking material weaknesses.  Some agencies are piloting audit committees. NASA and FEMA lost their clean opinions last year and both had changed auditors. There were 18 clean opinions last year, and this year the CFOC hopes to have 21, for a total of $1.8 trillion in clean opinions. This is great progress considering that 8 years ago the government was not audited.

YEAR-END CLOSING PACKAGE FOR GOVERNMENTWIDE FINANCIAL REPORT

Larry Stout  of Treasury’s Financial Management Service provided a status report on the Year-End Closing Package. Members should have received an electronic copy of the Year-End Closing Package, and will have a chance to discuss it in November. The Closing Package presents a new consolidation process for the Governmentwide financial report, aimed at curing the current material weaknesses in financial reporting.

The current process will be modified because the GAO has determined the Account Groupings Worksheet (AGW) process to be unauditable. In addition, the Financial Report (FR) consolidation process has been plagued by three material weaknesses:

1. Proving data consistency between the consolidated financial statements and individual agency statements

2. Intra-governmental balances are not eliminated through balanced accounting entries

3. Unreconciled transactions may exist because the Government does not have controls over reconciling net position.

The Closing Package will address three material weaknesses as follows:

· Consistency -

· Restate agency Financial Statements to single, uniform format.

· Standardized footnote information

· Other information needed to produce the FR will be collected directly from agencies

· Eliminations-

· All intra-governmental transactions will be grouped into reciprocal categories

· Reciprocal categories would be eliminated via a Journal Voucher

· New business rules will encourage intra-governmental transactions be recorded by both parties

· Net position-

· A new note is being considered that will require explanation of the yearly change in each component of net position

Key points include:

· The Year-End Closing Package will reformat agency data to match the consolidated statements. The AGW will be eliminated.

· The new process will be electronic and web-based.

· For agencies that do not submit closing packages, ATBs, and Notes information will be used in the consolidation process.

The benefits of the new process are:

· Ease of consolidation and verification with agency statements

· Improved auditability

· Better linkage to agency audit options

· Improved leverage on existing work performed at the agency level.

The proposed timeline is:

· CFO Council Forum, November 2002

· Concept test with selected agencies, December 2002

· Revised draft to agencies for comment, January 2003

· Issue final closing package requirements, June 2003

· Test system with agencies, April – August, 2003

· Implementation, November 2004

In response to a question about risks, Mr. Stout and Mr. Hammond replied that fundamental data weaknesses still exist in intra-governmental data, and will be highlighted.  But this spotlight may make agencies more aware of the problem in order to attack it. There is another risk with regards to net position in that it is not yet fully defined. Mr. Stout provided assurance that agencies with sound SGL reporting will not experience problems transitioning to the new consolidation process.  There was a suggestion that agencies should reconcile on a quarterly basis.

U.S. FEDERAL FINANCIAL SYSTEMS – THE CHALLENGE AHEAD

Mark Forman presented a briefing on improving Federal financial performance. In FY 04, the business cases for IT investments were greater than $7 billion. The key question is, “are agency financial management system investments taking the most cost effective path to achieving the President’s Management Agenda?” 

An initial assessment of Federal financial systems investments indicates that there are lengthy and delayed deployment schedules, costly systems, and an overlap in software sourcing. The average implementation schedule exceeds Federal Acquisition Streaming Act (FASA V) requirements, and delays of three or more years are common. System implementation costs have exceeded original budgets by 50 to 300%, due to increased or changed project scopes, inadequate requirements definition, and extended implementation dates. Many investments are redundant; efficiencies could be gained through the use of a common software solution.  It will take a significant amount of time for the Government to “get to green” on the financial management scorecard.

To leverage investments:

· Define a standard process

· Integrate financial management components

· Provide information access for informed decision-making and support timely analysis.

Given budgetary constraints, planned financial management systems investments will be re-evaluated. Consideration will be given to where each implementation is in its lifecycle, and opportunities for joint investments and consolidations will be explored.

The proposed approach for OFFM/e-Gov is to study further opportunities for efficiencies and consolidation. A cross-agency team will be assembled to define financial management, scope areas of opportunity, and develop mini-business cases. The project is still in the early stages of information gathering and next week CFOC support will be sought.

Homeland Security (HS) provides a good example of why a review of system investments is necessary. A team of CIOs from agencies that would be brought together under HS must agree on the infrastructure, and evaluate three or four new infrastructures existing among them. No further development will be permitted until this is resolved. Further, there are 22 bureaus with 22 different HR systems. 

COMMITTEE REPORTS

Angela Antonelli provided an update on the activity of the Human Capital Committee. They have been meeting once a month for six months, and would like to thank those CFOs that participated. They have three target areas for the upcoming year:

1. Gain an understanding of the current training and career development opportunities for financial staff across the Federal Government through a survey.

2. Leverage the PMI program as a tool for drawing talent into Federal financial management. The Committee hopes to tap this pool in the next PMI cycle that occurs in Spring 2003.

3. Focus on a new development program for mid-level and senior level managers. The Committee is currently working with the FEI and USDA to create a menu of options. 

Mark Carney reported on the activity of the Erroneous Payments Committee. They have completed 10 of their 16 Charter deliverables and are delighted to be working with the PCIE. Jack Martin, CFO(Education) and Angela Antonelli, CFO(HUD) gave testimony before the House Government Reform Committee, Subcommittee on Government Efficiency, Financial Management, and Intergovernmental Relations on October 4, 2002 regarding their efforts to correct erroneous payments at their respective agencies. The Erroneous Payments Committee will be featured in an article in the Fall JFMIP newsletter, which should be available electronically via their web site.

ADJOURNMENT

Mr. Everson closed the meeting at 3:45 p.m.

HANDOUTS

· CFO Council Meeting Agenda

· Briefing: U.S. Federal Financial Systems – The Challenge Ahead

· Briefing: 2001 Financial Report of the United States Government

· Status Update: Erroneous Payments Committee, 10/15/2002
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