BACKGROUND PAPER

ON

FINANCIAL STATEMENTS INITIATIVE (FSI)

DOCUMENTED RECOMMENDATION RATIONALE V2.0 (FINAL)

CALL 0005 – TASK 4.3

The purpose of this document is to identify opportunities for improvement in the Department of Defense (DoD) current financial statement compilation and production process.  It provides recommendations, and their associated rationale and design for implementation, for “quick wins” and “interim recommendations”.

This document specifically addresses two objectives of the Financial Statement Initiative (FSI):

· Identify improvements to the current financial statement compilation process to make it more efficient.

· Provide recommendations to assist DoD in meeting the interim quarterly financial statement reporting requirement timelines prescribed by Office of Management and Budget (OMB) Bulletin No. 01-09.

The recommendations contained will assist DoD in meeting the new reporting requirements and in moving towards the desired Financial Management Enterprise Architecture (FMEA) “To Be” state.

FULL TITLE
  -  Financial Management Modernization Program (FMMP), Documented Recommendations, Design, and Rationale – Immediate; Documented Recommendations, Design, and Rationale – Systemic (FINAL), 4 March 2003 (Call 0005 – Task 4.3).

  -  Sent from the Office of the Under Secretary of Defense (Comptroller) (OUSD(C) to SAF/FMP on 25 March 2003, no response was required. Notification provided to AF POCs via BEMIS FM-043.

BACKGROUND
  -  DoD has been unable to provide timely, accurate, and reliable information for auditors to verify amounts on DoD financial statements.

  -  FMMP will not sufficiently mature in time to address the additional reporting requirement issued by OMB.

  -  OMB Bulletin No. 01-09, dated September 25, 2001, requires interim unaudited financial statements, without footnotes, be submitted on a quarterly basis, beginning with the year-to-date reporting period ending December 31, 2002. Statements are due to OMB 45 days after the end of the quarter.

  -  As a result of this new requirement, the FMMP Program Management Office created the FSI, under the FMEA, to provide recommendations for improvements to the speed, efficiency, and effectiveness of the financial reporting process for producing financial statements and to provide a roadmap for future transformation and improvements.

APPROACH
  -  FSI team conducted workshops and site visits with each of the Defense Finance and Accounting Service (DFAS) compiling locations (typically Central Sites) and selected DFAS processing locations (typically Field Sites).

  -  Reviewed the processes at each site for the Departmental and entity financial statement compilation processes.

  -  Identified potential opportunities for improvement to the compilation process.

  -  FSI team continued working with these organizations, after site visits, as well as with DFAS Arlington and the Defense Departmental Reporting System (DDRS) PMO, to further develop these opportunities, identifying benefits to be derived, stakeholders and processes impacted, and strategies for implementation.

  -  FSI team briefed the preliminary recommendations to OUSD(C) and DFAS leadership for informal comment and feedback.

OVERVIEW:

  -  This deliverable identifies quick wins and interim recommendations to assist DoD in meeting the new reporting requirements and in moving towards the desired Financial Management Enterprise Architecture (FMEA) “To Be” state.

  -  In a separate deliverable, the FSI team identified leading practices employed by the private industry in the rapid compilation of financial statements. These leading practices can be grouped into five categories, as follows:

  -  Technology.  To achieve their “fast close,”
 leading companies improved their technology processes. DoD has the opportunity to implement similar leading practices in the area of technology.
  -  Performance Measurement.  Leading companies implemented performance measurement initiatives to assist in achieving a fast close. DoD has already adopted this leading practice in its financial management and throughout the organization. 

  -  Standardization.  To achieve their fast close, leading companies standardize core information requirements. DoD can improve its financial statement compilation process through implementation of the United States Standard General Ledger (USSGL).

  -  Process Redesign.  Leading companies redesigned processes to accelerate their reporting cycles. DoD has several opportunities it should consider to redesign processes that would improve its financial statement compilation.

  -  Communication.  To achieve their fast close, leading companies improved their communication process. DoD has several opportunities to implement this leading practice and improve its communication.

IMPACT:

  -  Implementation of the recommendations will assist DoD in meeting accelerated deadlines, saving up to 10 days from the current compilation process.

  -  Additionally, by improving the financial compilation environment in these five areas – technology, performance measurement, standardization, process redesign, and communication – DoD will significantly streamline the compilation process and allow the accounting community to spend more time on financial analysis, data quality, and process improvements.

NEXT STEP
  -  The FSI team is developing a Transition Plan “roadmap” for implementing the FSI recommendations.

  -  Plan identifies the steps that DoD should take to implement these improvements to its financial statement compilation process and assist it in meeting accelerated reporting timelines.

  -  Additionally, the FSI Team has reviewed and coordinated with the FMMP Change Management, Communication, and Education and Training Teams to facilitate the inclusion of FSI recommendations in the overall FMMP plans.

CONCLUSION

The Transition Plan consists of the strategy used to develop the plan, and contains a high-level Implementation Plan for each recommendation that contain a summary of the approach, timeframe, and training requirements for each, plus a narrative description that addresses business process and/or tactical changes that may occur.  In addition, a high-level work breakdown structure and schedule accompanies each, plus an estimation of resources required.  An overview of the transition elements, common to each recommendation, such as change management, education and training, and communications is provided.  The FMEA Transition Planning Team will develop these aspects of the transition.
� The rapid compilation of financial statements is commonly referred to by industry as a “fast close.”
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