BULLET BACKGROUND PAPER

ON

FINANCIAL MANAGEMENT MODERNIZATION PROGRAM (FMMP)

FINANCIAL STATEMENTS DOCUMENTED RECOMMENDATIONS,

DESIGN AND RATIONALE - IMMEDIATE

The FMMP Financial Statements Documented Recommendations, Design and Rationale - Immediate (DRAFT) is intended 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.  This is in response to the Office of Management and Budget (OMB) requirement for submittal of quarterly interim financial statements within 60 days after the end of the period in FY2002 and within 45 days after the end of the period in FY2003.

- Recommendations fall into five leading practice categories:


-- Technology

--- Accelerate implementation of the Defense Departmental Reporting System (DDRS)-Budgetary module to improve the accuracy and efficiency of financial statement reporting

--- Mandate the use of the Data Collection Module (DCM) to collect financial information maintained in non-financial systems

--- Enhance DDRS to provide a notification capability when trading partner data and footnote information is changed in the system


-- Performance Measurement

--- Implement selected metrics to measure progress in the financial statement compilation process



--- Develop a comprehensive performance management capability


-- Standardization

--- Standardize core accounting data and information, including Standard General Ledger (SGL) requirements


-- Process Redesign

--- Accelerate cash reporting by deferring selected cash reconciliation and related data clean up and correction efforts



--- Improve and streamline the trading partner accounting process



--- Implement the use of estimation techniques for interim reporting

--- Expand the use of DDRS as the source for footnote analysis at the activity levels of the financial management process

--- Limit the financial statement report preparation to an agency-wide financial statement including consolidating and combining statements for each reporting entity

--- Require electronic transmission of data and reports used in the financial statement compilation and reporting process

--- Develop and adopt Risk Based Materiality Limits as standard practice in compiling DoD reporting entity unaudited quarterly financial statements

--- Assess roles and responsibilities by pushing accountability to the lowest level to improve data accuracy and reporting efficiencies


-- Communication

--- Centralize management of the monthly financial reporting schedule at all levels within DoD and prioritize information requests based on their impacts to the financial statement compilation process

--- Control changes to financial management guidance and stabilize the reporting environment throughout the entire fiscal year



--- Share DoD leading practices across the enterprise

- CONCLUSION:  By improving the financial compilation environment in the five areas, technology, performance measurement, standardization, process design, 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.  These initiatives will also help in positioning DoD for the future financial management enterprise architecture by addressing processes that impact the compilation and production of the financial statements.  Many of the recommendations require taking a new look at how certain processes are performed, i.e., cash, trading partners, footnotes, using materiality thresholds, using estimates, maximizing use of electronic transmission of files and implementing the USSGL.  
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