Keynote Address by The Honorable Joshua B. Bolten 

Director, Office of Management and Budget
The Honorable Joshua B. Bolten noted that he is in his second year as Chair of the Principals of the JFMIP and that the JFMIP is committed to efforts that lead to strong financial management.  Director Bolten applauded the accomplishments of agencies in the financial management area and explained that he looked forward to building on that momentum.  

Mr. Bolten discussed that the Federal government is accustomed to focusing on the amount of money we are spending as a validation for how much the Federal government is committed to an objective. But the better measure of this commitment is not how much we’re spending, or even how hard we’re working. The better measure is what results we achieve on behalf of the American people.

In August 2001, this Administration unveiled the President’s Management Agenda (PMA), a strategy for government reform that is results-oriented, citizen-centered, and accountable.  In two years, the Federal government is seeing significant improvement.  Specifically, about half of the 130 scores assigned in five areas have improved as we see that what began as the President’s Management Agenda is now becoming the agencies’ management agenda.  Mr. Bolten explained that the PMA is creating a results-oriented government where each agency and program is managed professionally and efficiently, and achieves the results expected by the Congress and the American people.

The PMA, launched with the broad goal of making the Government more results-oriented, focuses on achievement and accountability.  Areas of emphasis, or subcomponents, were identified for the Agenda, as well as expected levels of achievement, or Standards for Success.  The five main challenges of the PMA represent the most apparent deficiencies where the opportunity to improve is greatest. These areas include:

· Strategic Management of Human Capital

· Competitive Sourcing

· Improved Financial Performance

· Expanded Electronic Government

· Budget and Performance Integration
Mr. Bolten explained that implementation of the PMA has brought focus and attention to how the Government operates, and identified ways that it can be more effective. After all, what gets measured gets changed.  

Director Bolten discussed the area of “Improved Financial Performance,” which includes Accelerated Reporting for agencies.  Although 18 of 24 of the Government’s major agencies received clean opinions on their audited financial reports when the PMA was introduced, they still took five months to prepare these statements.  Today, most major agencies are getting clean audit opinions and issuing them in a condensed period of time.  The requirement for accelerating the deadlines was to ensure that agency managers receive timely and accurate financial information on a regular basis, so that this information can be used for decision making.  OMB worked with all Federal agencies to prepare their financial reports more promptly.  Through detailed planning, effective management, and excellent execution, 75% of the major federal agencies issued their 2003 Performance and Accountability Reports (PARs) by the end of December compared to only two agencies in fiscal 2002.  Eight of these agencies (one-third of the major departments) issued PARs by mid-November, meeting the accelerated date a year ahead of schedule.

Mr. Bolten highlighted the achievement of one agency -- the U.S. Agency for International Development, which received a clean opinion on its financial statements for the first time in its history and issued its PAR by mid-November.  Additionally, for the first time in FY 2003, agencies are preparing financial statements quarterly rather than waiting until the end of the year.  OMB officials are again meeting with Chief Financial Officers and Inspectors General of all major agencies to review plans for achieving the mid-November reporting date for FY 2004.
The Director then discussed agency progress in reducing internal control weaknesses.   In attempt to meet the goals of this initiative, many agencies have had to improve their accounting controls and institute more disciplined financial management and reporting processes.  Auditor-reported material weaknesses were reduced 13% in FY 2003 and Federal Managers Financial Improvement Act (FMFIA) material weaknesses were reduced 41% in 2003.
Director Bolten focused the discussion about the ultimate goal of the process of accelerating reporting deadlines--management decision-making.  While the acceleration targets are critical and they will be achieved by all agencies, they are not the ultimate objective. The discipline and improved internal controls needed to accelerate financial reports are only the foundation for ensuring the availability of useful financial information. The incorporation of timely and accurate financial information into management decision-making and operational assessment continues to be the main goal.  Progress toward this goal was made during FY 2003.  For example, the Social Security

Administration and the Environmental Protection Agency achieved green status under the PMA scorecard for the Improved Financial Performance initiative.  They were joined by the Department of Education in the first quarter of 2004, bringing the total number of agencies with green status in this initiative to four. (The National Science Foundation has maintained a green status since OMB implemented the scorecards.)
The OMB Director then highlighted the “Erroneous Payments Initiative.”  He explained that eliminating erroneous payments continues to be a major focus of the

PMA.  When the Improper Payments Information Act (IPIA) of 2002 was passed, OMB endorsed Congress’ efforts to create a review process that would identify and eliminate erroneous payments throughout all major Federal programs and activities.  The Office of Federal Financial Management (OFFM) issued guidance implementing the Act in May 2003 and subsequently met with the Offices of the CFO and IG at each major agency to ensure that plans to meet the requirements of the IPIA were being developed.  OMB directed all agencies to submit  their plan for complying with the Act.  OMB is now in the process of meeting with each agency CFO office to ensure that progress is being made according to its plans.  Agency reports will be included in the 2004 PAR.
Mr. Bolten described the Administration’s Real Property Initiative, to better manage the government’s hundreds of billions of dollars in real property assets.  Mr. Bolten explained that while much of the federally owned real and personal property assets are used to support agency missions, it is not clear how many of these properties are actually being used in an efficient manner.  Much of the Government’s real property no longer serves the needs for which it was originally intended.  As a result, there is a great deal of underused and unneeded real property within the Federal Government. He explained that the Administration recently launched a new initiative that will take us on the important path to more effective and efficient stewardship of Federal real property assets.  On February 4, 2004, the President signed Executive Order 13327, Federal Real Property Asset Management.  This order promotes the efficient and economical use of the Nation’s real property assets.  It assures that executive branch departments and agencies recognize the importance of these resources through increased management attention, planning, and accountability.  Under the Executive Order, a Senior Real Property Officer, designated among the senior management officials within each agency, will develop and implement the agency asset management plan.  In addition, a Federal Real Property Council will serve as a working group to facilitate the success of the agency’s plans, develop appropriate performance measurements, establish a comprehensive property inventory data base, and serve as clearinghouse for best practices.  Mr. Bolten stated, “OMB will continue to work to provide agencies with the appropriate asset management tools and financial incentives to manage their real property more effectively.”  The Administration supports “Freedom to Manage” legislation that would provide agencies the authority to: sublease underutilized properties, sell or exchange unneeded property, enter into public-private partnerships to construct or renovate facilities, and retain sale proceeds of surplus properties.

Mr. Bolten also discussed the Budget and Performance Integration Initiative within the PMA.  He commented that many agencies are now using meaningful program information in their budget and management decision making. In particular, a third of the government’s major agencies meet regularly to use performance information to make program management decisions.  He explained that agencies are using the information gleaned from OMB’s Program Assessment Rating Tool (PART) to identify program strengths and weaknesses and take appropriate action.  These ratings are causing us to ask whether programs are working and, if not, how we can make them work.  And program results have improved.  He added that agencies have now assessed the performance of approximately 400 Federal programs, representing more than one trillion dollars in Federal spending.  In 2004, agencies will complete PART ratings for an additional 20 percent of Government spending.  Mr. Bolten explained that PART assessments show that 152 of the more than 400 rated programs cannot demonstrate whether they are achieving results. To first demonstrate and then improve results, agencies are working to adopt clear measures of performance for those programs and implementing recommendations. 

Director Bolten closed by stating that with the PMA initiatives, the Federal Government is better managed and achieving better results. It is managing its finances and investments more professionally and efficiently.  Most important, it is evaluating its performance; asking what works, what does not, and what to do about it.  He then thanked the conference attendees for their part in achieving these accomplishments.   
