A. W. "Pete" Smith

President and CEO

Private Sector Council

1101 16th Street, N.W.

Suite 300

Washington, D.C. 20036-4813

Dear Pete:

The U.S. Chief Financial Officers Council recently established a new committee structure to mirror the five government-wide initiatives of the President’s Management Agenda.  I chair the Financial Statement Acceleration Committee whose goal is to improve the quality and usefulness of the financial information produced by the agencies by accelerating the issuance of their financial statements.  The committee’s charge is to identify and share best practices for statement preparation, identify barriers or “roadblocks,” and explore the expanded use of techniques such as estimation.  

Last June, my staff attended the JFMIP/Private Sector Council Forum and found the presentations extremely informative.  The accelerated closing and inter-company eliminations issues faced by large corporations are quite similar to those encountered in the preparation of the financial statements of the United States Government.  

We would now like to request the Private Sector Council’s assistance to develop a private sector advisory team to address the issue of preparing actuarial estimates for future pension, workers compensation and related expenses.  A statement of work is attached.  We are interested in learning how private sector companies are handling these requirements. 

If you have any questions or need additional information about this request, please contact Tynia Gorham at (202) 622-1796 or tynia.gorham@do.treas.gov.   

Sincerely,

Donald V. Hammond


Fiscal Assistant Secretary 

Attachment

Private Sector Council

Statement of Work

PROJECT:  Actuarial Estimates

ORGANIZATION:  Chief Financial Officer (CFO) Council Financial 

Statement Acceleration Committee.  Don Hammond, Chair

LOCATION:  Washington, DC

PROJECT:  The primary objective of the CFO Council Committee on Financial Statement Acceleration is to facilitate the more rapid reporting of agency and government-wide financial results.  The acceleration of financial reporting supports the President> '> s Management Agenda and is needed to provide the Executive Branch, the Congress and the public with useful and timely financial information about the operations and condition of the Federal Government.

For FY 2004, agencies will be required to produce audited financial statements by November 15 and the government wide audited financial statement is due December 15.  The CFO Council Committee on Financial Statement Acceleration identified timeliness of receiving estimates of actuarial liabilities as one of the impediments to accelerated reporting.

OBJECTIVE:  To convene a small group of private sector experts and federal policy makers to discuss "best practices "employed by private sector companies that have accelerated reporting and rely on timely actuarial estimates as part of their financial reporting.  These  " best practices "should address, among other things, how organizations have produced actuarial information to support critical decision making in financial reporting in a timely manner in efforts to produce financial reports.

BENEFITS EXPECTED:  Information on actuarial estimation practices and recommended ways to ensure timeliness of federal actuarial estimation.  The audience will be made up of actuaries from The Department of Treasury, The Department of Labor, The Department of Veterans Affairs, Social Security Administration, The Department of Defense, The Department of Health and Human Service and Office of Personnel Management. 

EXPERTISE NEEDED:  Knowledgeable individuals familiar with actuarial estimation and financial reporting requirements.  Information is also required on the steps that have been taken in the private sector use actuarial estimates to speed financial reporting and to the degree to which actuarial estimates impact the audit statement.

EXPECTED OUTCOMES:  A forum (with possible follow up meetings,  conference calls, etc.) where representatives of the private sector could assist in identifying improved practices in producing actuarial estimates in a timely manner to meet audit requirements.

TIME ESTIMATE:  A half-day meeting in Washington, DC, possible follow-up phone calls and review of any materials or notes from the meeting.


Desired Starting Date:  As soon as possible 


Desired Completion Date:  December 15, 2002

WORK LOCATION:  The forum would be held at a location in the  metropolitan Washington DC area. The private sector participants would be provided a list of specific issues to be addressed at the forum.

POTENTIAL AREAS OF EMPHASIS:

1.
Development of actuarial estimation on a periodic (monthly/quarterly) vs. annualized basis.  (This request for information applies to all liabilities that are established using actuarial estimates such as pensions, disabilities, claims, health and welfare, claims, etc.)

2.
The degree to which the actuarial estimates are reported on the entity's audited financial statements or disclosed in the footnotes.  In addition, the timeliness in developing the estimates compared to publication of the audited financial statements.

3.
The level of audit testing performed; e.g., analytical procedures vs. GAAP-level audit.

4.
Types of audit findings or management letter-level findings and how entities resolved or satisfied the findings.  Measuring the degree to which an audit finding changed the development of actuarial estimates?

5.
The degree to which audit findings impact the audit opinion; e.g., unqualified, qualified, adverse, disclaimer?

6.
How are long-range actuarial estimates and projections; e.g., cash-flow estimates; actuarial present value of future benefits; and contributions and income from or on behalf of current and future program participants recognized on entity's audited financial reports and what level of audit scrutiny received?  This information is currently presented as Requirement Supplementary Stewardship Information for the Federal Government (not subject to audit).  However, Federal Social Insurance Programs may be required to present this data as basic information (subject to audit).  This issue is currently pending with the Federal Accounting Standards Advisory Board.

7.
How requirements of timely reporting affect changes in actuarial models.

