A Joint Perspective

My initial thoughts for Spring 2004 are to thank the JFMIP Principals, Steering Committee members, speakers, and the many volunteers who made the 33rd annual

JFMIP Conference--“Improving Performance with Useful Financial Information” --a major success.  I would like to recognize and thank Doris Chew, of the JFMIP staff, for her masterful orchestration of this annual event.  I would also like to thank the over one thousand attendees who shared this memorable day with us.  

The conference included major addresses from key government leaders and panels addressing critical issues in financial reporting, auditing, and using financial information for decision making. This JFMIP News includes the highlights.  From my perspective, the conference surfaced cross cutting themes including:

· Leadership Counts. Federal agencies have made remarkable progress in producing timely and accurate financial reports under accelerated time frames.  This progress reflects the impact of Executive direction through the President’s Management Agenda and leadership and commitment from both the CFO and the IG communities to plan, coordinate, and reengineer both reporting and auditing processes to meet accelerated reporting goals.

· Professional Integrity and Competence Counts.  Transparent reporting and public confidence in information occurs when the accounting and auditing professionals focus on substance rather than form.  Highly visible corporate governance scandals including Enron, World Com, among others, surfaced accounting and auditing practices that used form to hide substance.  The consequences included destroyed businesses, harmed employees and stockholders, undermined investor confidence, and damage to the accounting profession.  One outcome was passage of the Sarbanes Oxley Act that stripped the accounting profession of self-governance and imposed new oversight on public company reporting through the establishment of the Public Company Accounting Oversight Board.  Mandates enforced audit independence standards and imposed internal control audit requirements.  Public accounting firms were restructured to separate consulting from auditing services.  Demand for qualified independent audit services will increase.  This will place greater focus on availability of professional competence to record complete, reliable and auditable financial information, to attest to its reliability and to use that information in decision-making.  Government and private sectors are competing for a shrinking pool of accountants and auditors while demand is increasing.  The Government will have to do a better job of recruiting, developing, and utilizing these competencies.

· Useful Financial Information Counts When Leaders Are Held Accountable For Its Use.  Accountability for decisions is possible only when complete and timely information about the financial condition of the entity resulting from decisions are presented in a way that is unambiguous to stakeholders and where decision makers are held accountable.  This is true in corporations and in government.  However both entities are challenged to make financial reporting more transparent and useful.  Public corporations face immediate adverse consequences in the stock market if they fail a financial statement audit.  Corporate officers that misrepresent corporate financial reporting face criminal penalties.  Public accounting firms that do not identify accounting discrepancies can face extinction.  However, clean audits notwithstanding, the challenge remains to present information that is relevant to stakeholders.    

· The consequences to Federal agencies that do not produce audited financial statements with clean opinions are not as drastic as those facing public companies.  Nevertheless, the majority of Federal agencies now produce Performance and Accountability Reports (PAR) under accelerated timelines, and the remaining entities are working hard to meet that goal.  However, meeting the PAR reporting goal is not synonymous with producing reports that effectively “tell the story” that influences management decisions including budget formulation.  There is uneven experience in making PAR reports relevant to the President’s Budget formulation process and the Congressional Appropriations and Oversight Committees.  The unit of analysis used in linking budget to performance in the Office of Management and Budget’s Program Assessment Rating Tool (PART) reviews generally do not align with entity definition used in agency PARs.  Thus, the accelerated reporting is only part of the equation in aligning financial reporting with budget formulation in a way that meaningfully influences budget decisions.
The JFMIP conference results summarize the broad conversations by government and private sector leaders on the issues of getting the data right, getting the right data, and ensuring that decision makers have and use the right data.  The conference demonstrated significant progress has been made particularly in assuring data integrity.  The conference illustrated that many issues continue to challenge both the private and public sectors in assuring that useful financial management is available to decision makers and holding decisions makers accountable for its use.   

In reference to the above challenges, I would like to commend the work of the Chief Financial Officers (CFO) Council’s Financial Acceleration Committee in identifying and addressing barriers to accelerated financial reporting.  On February 27, 2004, this committee held a forum at the Department of Commerce to share insights and lessons learned gained in FY 2003 accelerated reporting process.  More than 200 people from 36 departments, agencies, and organizations attended the forum, with 19 representatives from 12 agencies sharing their experiences.  This issue of the JFMIP News includes a summary of what went right, what did not go right, and identifies strategies that will help agencies meet the FY 2004 reporting deadline of November 15th.  Another forum is planned for late spring to address accelerated reporting issues associated with cash reconciliation and budget formulation.  

Also, I would like to highlight JFMIP activities during the last quarter that support the availability of business systems that meet the needs of Federal agencies. Accomplishments include the finalization of the updated Framework for Federal Financial Management Systems.  This product reflects the joint effort of the Chief Information Officer (CIO) and CFO communities.  This project was co-led by John Gilligan, CIO, Department of the Air Force, and Kathleen Turco, CFO, General Services Administration.   The framework document presents financial management systems from an enterprise architecture perspective.  

Two additional core financial management system software packages were certified under the 2003 JFMIP qualification test.  These are PeopleSoft Financial Management Solutions version 8.8, and Savantage Solutions, Inc. Altimate version 3.0.  

On March 31st, JFMIP issued the addendum to core requirements revising several core financial system requirements that pertain to payee information and external system requirement interface capabilities in order to support government-wide use of Central Contract Registration information and interface of Intergovernmental Transaction Exchange (IGTE).  

New initiatives that are being launched this Spring include the update of the Core System Requirements document that will kick off on April 30th under the leadership of Mark Carney, Chair of the CFO Systems/e-government Committee.  On April 28th, the development of an insurance system requirements document will commence under the leadership of Fred Carns, Deputy Director of the Division of Insurance and Research at the Federal Deposit Insurance Corporation.   On May 25th, the property requirements team, GSA’s Office of Governmentwide Policy and the Interagency Committee for Property Management are teaming up with JFMIP to host a joint industry day at the GSA auditorium.  Panel discussions will address proposed changes to the JFMIP Property Management System Requirements document.  

JFMIP will begin to use a database tool when developing and presenting financial system requirements.  JFMIP plans to establish a fully integrated Federal Financial System requirements database that will leverage the current system-by-system requirements document presentation into an integrated display that will emphasize system interfaces and provide a mechanism to help identify how changes to requirements affect related or dependent requirements. 
Finally, I would like to close with adding one more congratulations to this year’s Scantlebury award winners for distinguished leadership in financial management: 

Mark Carney, Deputy CFO at the U.S. Department of Education, Jesse L. Funches, CFO at the U.S. Nuclear Regulatory Commission, and Barbara Hafer, Pennsylvania’s State Treasurer.  The privilege of telling my colleagues that they have won the Scantlebury award is, by far, the best part of my job!
