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Congressional Hearing on Agency Compliance with FFMIA


A recent General Accounting Office (GAO) report, Financial Management: Sustained Efforts Needed to Achieve FFMIA Accountability, indicated that 19 of the 24 CFO Act agencies received unqualified opinions on their FY 2002 financial statements.  However auditors found that 19 CFO Act agencies did not substantially comply with all Federal Financial Management Improvement Act (FFMIA) standards.  FFMIA requires the major departments and agencies covered by the CFO Act to implement and maintain financial management systems that comply substantially with the (1) federal financial management systems requirements, (2) applicable federal accounting standards, and (3) U. S. Government Standard General Ledger (USSGL) at the transaction level.  

On October 29, 2003, Todd R. Platts, Chair of the House Government Reform Subcommittee on Government Efficiency and Financial Management, held an oversight hearing to examine the reasons agencies are not in substantial compliance with FFMIA.  Committee members participating in the hearing included Tom Davis, Chair of the full committee; and Representatives Marsha Blackburn and Edolphus Towns.  The committee asked for input on long-standing federal financial management system challenges, improving FFMIA compliance, alternatives for managing agency financial systems, the testing and certification process, and challenges faced in the federal marketplace.  Witnesses included Sally Thompson, Director, Financial Management and Assurance, GAO, Karen Cleary Alderman, JFMIP Executive Director, and representatives from the four vendors whose current software products were certified in 2003 by the JFMIP Program Management Office.  

On compliance with FFMIA, Ms. Thompson noted that while agencies are achieving clean opinions on financial statements, the same types of underlying problems continue to plague the financial management systems.  In many agencies, auditor assessments found that systems are not integrated.  There are inadequate reconciliation procedures.  Systems lack accurate and timely recording of information.  Many do not adhere to federal accounting standards or comply with the USSGL at the transaction level.  The most commonly reported problem is weak security over information systems.  Federal agencies have recognized the seriousness of the financial systems weakness and have many efforts underway to implement or upgrade systems to address long-standing problems.  Ms. Thompson noted that Congressional oversight, the JFMIP Principals, and the President’s Management Agenda are driving forces behind the governmentwide efforts to improve federal financial management.  Regarding financial management systems, she stated that strong Congressional oversight is needed along with increasing the availability of qualified financial system project managers.  A structured incentive program “carrot and stick approach” to retain experienced program managers, as well as senior management commitment are important factors to implement and maintain financial management systems that substantially comply with FFMIA.  

Ms. Alderman testified on the federal testing and qualification process for vendor core financial system software that is conducted by the JFMIP Program Management Office (PMO).  Over time, JFMIP expanded and clarified core financial system requirements.  In  2003 JFMIP PMO tested vendor core financial management system software for their ability to meet requirements that were substantially clarified and expanded in 2001.  The most recent round of testing is much more comprehensive and incorporates “lessons learned” from the initial JFMIP PMO qualification process that tested for compliance with requirements issued in 1999.  Thus the requirements definition and testing has become more robust over time and continues to address identified areas of weakness.  As the result of the requirements issuance and testing and qualification processes, the core financial system requirements are clear, testing protocols are transparent, and agencies increasingly implement core financial system vendor software without having to customize source code to meet federal requirements.  However, while agency cost and risk of acquiring and implementing software that meets common federal needs are significantly reduced, the testing and qualification process only addresses part of the system implementation challenges that include senior management commitment, project management expertise, and change management.

The vendors all agreed that the current JFMIP certification process is valuable and expressed appreciation for the process that consolidates and communicates financial system requirements and the improved tools, especially, government Treasury test sites, available for system testing.  There are remaining system implementation challenges, including project management expertise, continuous change in requirements, complexity, and change management. 

One vendor raised the possibility of the formation of an ongoing pool of experienced financial system project managers tasked with assisting federal agencies with financial system implementation projects.  It was noted that several federal agencies offer cross servicing for financial systems and some small federal agencies have outsourced their financial system management to private sector companies, as an alternative to developing managing their systems in-house.

The overall hearing underscored the challenges and long-term commitment necessary to meet the standards established under the FFMIA.  While positive and highly complementary of the JFMIP PMO testing and qualification process for helping to improve the vendor software functionality available to support federal agencies, this is only part of the solution.  System management and implementation challenges continue, particularly in an environment of changing technology and changing requirements. 
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