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ACTION REQUIRED:

Please review the attached Financial Management Modernization Program (FMMP) deliverable Financial Statements Documented Recommendations and provide comments in the attached comment matrix NLT 1200 Noon Wednesday, 19 February 2003.  There are 8 attachments located at the end of this document.  Request you give these documents the widest dissemination within your directorate, as we would like to submit as many comments as possible.  Please do not change the format of the comment matrix, as this will be the only format accepted by the OSD FMM PMO.  Please ensure that all comments have been properly coordinated through your chain of command prior to being sent back to this office.  If there are no comments, please state so in the comment matrix. Be advised negative replies must be coordinated as well.  

To assist you in review of the deliverable, the following is an excerpt from the OSD Performance Work Statement on this document:

“Documented Recommendations, Impact and Rationale - consists of descriptions of recommended changes to the "As Is" state to reach a "To Be" state that addresses both tactical changes to affect immediate changes to meet the OMB financial statement reporting requirements and long-term changes as outlined in sub-section 2.2.4.3. Additionally, training and educational materials to support the dissemination of the short-term recommendations may be developed in a format to be determined at a later date.  (Deliverable will be in Microsoft Word 97 or later and will be 4 to 6 pages.)”
If you have any questions, please contact me.  Thanks!

BB

William J. Barlow, Jr.

SAF/FMP AF/FMMP Office

703-697-2906 – DSN 227

NOTE: Be advised that this system is only set up to have one OPR and we have selected our office as the OPR; however, all of the OCRs listed have OPR responsibility for all of the inquiries coming from this office. It is your responsibility to disseminate this information to the appropriate individuals within your directorate. If you have approval authority for your organization, please state so in the attached coordination form.
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Methodologies

		Attachment 4 - Sample Balance Sheet Estimation Methodologies

		This spreadsheet describes sample estimatation methodologies by Balance Sheet Line Item.  These sample methodologies can be used by Component financial managers to develop estimation methodologies specific to their operating environments when actual data is not available for quarterly reporting.  The spreadsheet also includes columns for year-end actuals, quarterly estimates, quarterly actuals, and an assessment of estimates to actuals.

		Department of Defense

		BALANCE SHEET

		As of September 30, 200X

		($ in thousands)										Estimation
Methodologies

																200X+1 Quarterly				200X+1 Quarterly

		Spacer						200X Actual						Dollar Cd		Estimate				Actual				Estimate to Actual Assessment

				ASSETS (Note 2)

				Intragovernmental:

				Fund Balance with Treasury (Note 3)		$		60,000,000				- Fund Balance with Treasury is generally not estimated.		$		0		$		0

				Investments (Note 4)				9,000				- Estimate based on the operating plan for Investments.

 - Using year-end balances as a baseline, review transaction documentation and adjust for material transactions based on established thresholds.				0				0

				Accounts Receivable (Note5)				700,000				- If actual Accounts Receivable are reported on a different cycle than financial statements, report the most recent actual balance adjusted for an estimate of transaction activity after the reporting cycle.  The estimate should include material transactions based on established thresholds.				0				0

				Other Assets (Note 6)				60,000				- Contract Financing Payments can be estimated based on analysis of the contract operating plan.				0				0

				Total Intragovernmental Assets		$		60,769,000								0				0

				Cash and Other Monetary Assets (Note 7)				100,000				- Cash and Other Monetary Assets is generally not estimated.		$		0		$		0

				Accounts Receivable (Note 5)				2,500,000				- If actual Accounts Receivable are reported on a different cycle than financial statements, report the most recent actual balance adjusted for an estimate of transaction activity after the reporting cycle.  The estimate of activity would need to be based on historical data, i.e., average of prior reporting periods The estimate should include material transactions based on established thresholds.				0				0

				Loans Receivable (Note 8)				1,000,000				- Loans Receivable can be estimated by analysis of the loan amortization schedules, which are essentially an operating plan for loan repayments.				0				0

				Inventory and Related Property (Note 9)				49,000,000				- Estimate based on historical data and operating plans if plans are historically closely aligned to actual results.

 - If actual Inventory and Related Property is reported on a different cycle than financial statements, report the most recent actual balance adjusted for an estimate of transaction activity after the reporting cycle.  The estimate of transaction activity should include an average percentage based on trend analysis.  The estimate should include material transactions based on established thresholds. 

 - Using year-end balances as a baseline, review transaction documentation and adjust balances based on established thresholds.

- For all techniques, make adjustments in period following, and for physical inventories.				0				0

				General Property, Plant and Equipment (Note 10)								Capitalization 
- Estimate based on historical data and operating plans if plans are historically closely aligned to actual results.

- Using year-end balances as a baseline, review transaction documentation (e.g., contract documentation and delivery dates) and adjust balances based on established thresholds.

- Adjust quarterly only for material purchases.  Develop thresholds and a process to determine when material events occur.				0				0

												Depreciation - Perform quarterly adjustments based on total annual depreciation amount.  Adjust only for material purchases as determined by threshold and adjustments made to capital assets.

								25,000,000				Capital Leases - Establish materiality dollar threshold.  Set up new leases with mechanism for tracking throughout life of lease, and establish recurring entries for new and existing leases for life of lease for obligation and expense portion.  Adjustments for prior-year leases are incorporated into process.

				Other Assets (Note 6)				4,000,000				- Contract Financing Payments can be estimated based on analysis of the contract operating plan.  Materiality thresholds can be established for contract analysis.  Thresholds could be based on contract size.				0				0

				TOTAL ASSETS		$		142,369,000						$		0		$		0

				LIABILITIES (Note 11)

				Intragovernmental:

				Accounts Payable (Note 12)				740,000				- If actual Accounts Payable are reported on a different cycle than financial statements, report the most recent actual balance adjusted for an estimate of transaction activity after the reporting cycle.  The estimate should include material transactions based on established thresholds.		$		0		$		0

				Debt (Note 13)				100				- Debt can be estimated by analysis of the payment amortization schedules, which are essentially an operating plan for debt payments.				0				0

				Environmental Liabilities (Note 14)				7,000,000				- For categories of Environmental Liabilities that do not have a volume of transaction activity, update estimates based on an established process for capturing variances to the year-end estimates.  This process could be a series of questions to the functional community to determine if significant events have occurred that would require an update to the year-end update.  If no significant events have occurred, the year-end estimate is reported for quarterly reporting.

- For categories of Environmental Liabilities with a higher volume of transaction activity, e.g., DERP and BRAC, update year-end estimated based on the budget cycle for environmental liabilities.  The budget cycle does not align to the financial statement reporting cycle, however, budget outputs can be used as a source for updating estimates in the quarterly financial statements.				0				0

				Other Liabilities (Note 15 & Note 16)				3,500,000				FECA - Carry forward prior-year balances forward for quarterly balances.  Revise only at year end.				0				0

												Nonenvironmental Disposal Liabilities - Apply estimation techniques similar to those applicable to Environmental Liabilities.

												Accrued Funded Payroll and Benefits - Estimate by using the last payroll amount available as a baseline and allocating that over the accrual period.

												Accrued Unfunded Annual Leave - Estimate by reviewing the operating plan for annual leave deducting actual annual leave expended for the period.  The unexpended annual leave represents a basis for the accrual.

												Judgment Fund - Bring prior-year balances forward  and make quarterly allocations based on exception data.    Review for exceptions through distribution of questionnaire defining events that effect material change, i.e., material lawsuits, potential contingencies, settlement of booked amounts (per communication with OGC and/or other specific agencies) - post amounts related to significant material events affecting Judgment Fund balances.  Establish materiality threshold.  Adjust to actual in following period.

												Contingent Liabilities - Bring prior-year balances forward  and make quarterly allocations based on exception data.    Review for exceptions through distribution of questionnaire defining events that effect material change, i.e., material lawsuits, potential contingencies, settlement of booked amounts (per communication with OGC and/or other specific agencies) - post amounts related to significant material events affecting fund balances and contingencies during quarter.  Establish materiality threshold.  Adjust to actual in following period.

				Total Intragovernmental Liabilities		$		11,240,100						$		0		$		0

				Accounts Payable (Note 12)				2,000,000				- If actual Accounts Payable are reported on a different cycle than financial statements, report the most recent actual balance adjusted for an estimate of transaction activity after the reporting cycle.  The estimate should include material transactions based on established thresholds.				0				0

				Military Retirement Benefits and Other Employment-Related

				Actuarial Liabilities (Note 17)				1,500,000				Bring prior-year balances forward for reporting quarterly balances.  Revise only at year end.				0				0

				Environmental Liabilities (Note 14)				4,628,900				Apply same methodologies as Intragovernmental Liabilities.				0				0

				Loan Guarantee Liability (Note 8)				0				- The loan guaranty liability estimate - the present value of estimated net cash flows to be paid as a result of loan guarantees for the current year - can be updated be repeating the present value analysis.

- Alternatively, if there is low transaction volume with this program, the liability can be revised only at year end.				0				0

				Other Liabilities (Note 15 and Note 16)				3,000,000				Apply same methodologies as Intragovernmental Liabilities.				0				0

				TOTAL LIABILITIES		$		22,369,000						$		0		$		0

				NET POSITION

				Unexpended Appropriations (Note 18)		$		55,000,000						$		0		$		0

				Cumulative Results of Operations				65,000,000								0				0

				TOTAL NET POSITION		$		120,000,000						$		0		$		0

				TOTAL LIABILITIES AND NET POSITION		$		142,369,000						$		0		$		0
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Supporting Consolidating and Combining Statements

Department of Defense Agency-wide
CONSOLIDATING BALANCE SHEET
As of September 30, 2001

General Funds Working Capital Funds
Military
Retirement
($ in millions) Army Navy Air Force Army Navy Air Force Fund
ASSETS
Intragovernmental:
Fund Balance with Treasury $ 37,351.0 $ 66,339.0 $ 44,259.8 $ 325.7 $ 1,204.4 $ 556.6 $ 18.2
Investments 3.2 9.5 1.1 0.0 0.00 0.0 169,177.4
Accounts Receivable 727.6 1,042.8 394.5 276.4 894.5 461.2 0.0
Other Assets 61.6 47.2 351.7 27.0 29.5 57.3 0.0
Total Intragovernmental Assets $ 38,143.4 $ 67,438.5 $ 45,007.1 $ 629.1 $ 2,128.4 $ 1,075.1 $ 169,195.6
Cash and Other Monetary Assets $ 168.4 $ 160.6 $ 486.2 $ 0.0 $ 0.0 $ 0.0 $ 0.0
Accounts Receivable 362.7 1,682.2 561.8 22.6 109.7 105.3 19.6
Inventory and Related Property 34,543.5 61,061.6 57,610.4 10,791.3 17,885.9 11,056.4 0.0
General Property, Plant and Equipment 17,621.5 24,961.5 20,444 1 1,149.6 4,151.2 1,258.0 0.0
Other Assets 3,726.6 6,056.8 5,509.6 274.3 1,373.4 468.5 0.0
TOTAL ASSETS $ 94,566.1 $ 161,361.2 $ 129,619.2 $ 12,866.9 $ 25,648.6 $ 13,963.3 $ 169,215.2
LIABILITIES
Intragovernmental:
Accounts Payable $ 874.3 $ 1,002.2 $ 740.6 $ 67.1 $ 462.9 $ 143.9 $ 0.1
Debt 0.1 0.1 0.1 0.0 888.3 0.0 0.0
Other Liabilities 658.7 1,066.2 2,257.2 118.9 119.1 353.5 0.3
Total Intragovernmental Liabilities $ 1,533.1 $ 2,068.5 $ 2,997.9 $ 186.0 $ 1,470.3 $ 497 .4 $ 0.4
Accounts Payable $ 6,698.8 $ 2,075.0 $ 4,180.4 $ 355.5 $ 1,041.4 $ 1,328.0 $ 0.0
Military Retirement Benefits and Other
Employment-Related Actuarial Liabilities 1,646.5 1,595.9 1,269.8 308.7 1,372.7 2421 705,248.9
Environmental Liabilities 40,0711 15,584.5 7,312.9 0.0 0.0 0.0 0.0
Loan Guarantee Liability 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other Liabilities 6,944.4 3,610.9 4,119.0 209.9 4,045.6 3,111.8 3,006.9
TOTAL LIABILITIES $ 56,893.9 $ 24,934.8 $ 19,880.0 $ 1,060.1 $ 7,930.0 $ 5,179.3 $ 708,256.2
NET POSITION
Unexpended Appropriations $ 28,895.6 $ 61,982.5 $ 39,006.8 38.9 0.0 0.0 0.0
Cumulative Results of Operations 8,776.6 74,443.9 70,732.4 11,767.9 17,718.6 8,784.0 (539,041.0)
TOTAL NET POSITION $ 37,672.2 $ 136,426.4 $ 109,739.2 $ 11,806.8 $ 17,718.6 $ 8,784.0 $ (539,041.0)
TOTAL LIABILITIES AND NET POSITION $ 94,566.1 $ 161,361.2 $ 129,619.2 $ 12,866.9 $ 25,648.6 $ 13,963.3 $ 169,215.2
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Department of Defense Agency-wide
CONSOLIDATING BALANCE SHEET
As of September 30, 2001

USACE Other Defense Other Combined Intraentity FY 2001 FY 2000
. . GF Defense WCF Eliminations Consolidated Consolidated
($ in millions)
ASSETS
Intragovernmental:
Fund Balance with Treasury $ 25380 $ 36,2019 % 13345  $ 190,129.1 $ 00  §$ 190,129.1 $ 1775313
Investments 2,255.5 1,841.5 0.0 173,288.2 0.0 173,288.2 166,522.4
Accounts Receivable 476.5 216.0 1,601.1 6,090.6 5,026.4 1,064.2 8214
Other Assets 0.0 23.9 0.3 598.5 594.3 4.2 0
Total Intragovernmental Assets $ 5,270.0 $ 38,283.3 $ 2,935.9 $ 370,106.4 $ 5,620.7 $ 364,485.7 $ 344,875.1
Cash and Other Monetary Assets $ 40 3 529 $ 1420  $ 1,014.1 $ 00 $ 1,014.1 $ 420.9
Accounts Receivable 1,028.3 431.2 290.4 4613.8 0.0 4613.8 4,714.2
Inventory and Related Property 54.7 2,437.1 9,965.3 205,406.2 0.0 205,406.2 139,067.5
General Property, Plant and Equipment 34,818.3 5,439.1 3,983.5 113,826.8 0.0 113,826.8 112,520.4
Other Assets 16.2 141.4 267.6 17,834.4 0.0 17,834.4 15,136.7
TOTAL ASSETS $ 411915 § 46,7850 $ 17,5847 $ 712,801.7 $ 56207 $ 707,181.0 $ 616,734.8
LIABILITIES
Intragovernmental:
Accounts Payable $ 928 $ 1,037.0 $ 4937  $ 49146  $ 47902 $ 1244  $ 89.7
Debt 30.5 0.0 67.4 986.5 0.3 986.2 1,080.4
Other Liabilities 1,167.3 932.5 249.4 6,923.1 830.2 6,092.9 5,493.8
Total Intragovernmental Liabilities $ 1,290.6 $ 1,969.5 $ 810.5 $ 12,824.2 $ 5,620.7 $ 7,203.5 $ 6,663.9
Accounts Payable $ 5053 § 30060 § 3,517.1 $ 22,7075  $ 00  $ 227075 $ 19,5754
Military Retirement Benefits and Other 889,439.1
Employment-Related Actuarial Liabilities 0.0 583,998.6 527.5 1,296,210.7 0.0 1,296,210.7
Environmental Liabilities 0.0 325.3 0.0 63,293.8 0.0 63,293.8 63,213.6
Loan Guarantee Liability 0.0 33 0.0 33 0.0 33 2.1
Other Liabilities 576.5 2,333.6 662.6 28,621.2 0.0 28,621.2 23,858.3
TOTAL LIABILITIES $ 23724 $ 591,636.3  $ 55177  §$ 14236607  $ 56207  $ 1418,0400  $ 1,002,752.4
NET POSITION
Unexpended Appropriations $ 1,214.9 $ 32,1385 (86.6) 163,190.6 0.0 163,190.6 155,758.4
Cumulative Results of Operations 37,604.2 (576,989.8) 12,153.6 (874,049.6) 0.0 (874,049.6) (641,776.0)
TOTAL NET POSITION $ 38,819.1 $ (544,851.3) $ 12,067.0 $ (710,859.0)  $ 0.0 $ (710,859.0) $ (386,017.6
TOTAL LIABILITIES AND NET $ 616,734.8
POSITION $ 411915  § 46,7850 17,5847 $ 712,801.7 $ 56207 $ 707,181.0
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Department of Defense Agency-wide
CONSOLIDATING STATEMENT OF NET COST
Year Ended September 30, 2001

General Funds Working Capital Funds
Military
Retirement
($ in millions) Army Navy Air Force Army Navy Air Force Fund
Program Costs
Military Personnel
Intragovernmental $ 5,110.5 4,449.6 3,341.2 $ - $ - $ - $ -
With the Public 23,783.7 $ 22,539.2 $ 17,906.1 - - - -
Total Program Costs $ 28,894.2 26,988.8 21,2473 $ - $ - $ - $ -
(Less: Earned Revenue) (109.0) $ (255.8) $ (196.7) - - - -
Net Program Costs $ 28,785.2 26,733.0 21,050.6 $ - $ - $ - $ -
Operation and Maintenance
Intragovernmental $ 5,490.1 $ 16,544.5 $ 14,586.3 $ - $ - $ - $ -
With the Public 27,115.2 19,400.1 19,151.2 - - - -
Total Program Costs $ 32,605.3 $ 35,944.6 $ 33,7375 $ - $ - $ - $ -
(Less: Earned Revenue) (3,064.8) (2,179.5) (1,880.8) - - - -
Net Program Costs $ 29,540.5 $ 33,765.1 $ 31,856.7 $ - $ - $ - $ -
Procurement
Intragovernmental $ 221.3 $ 3,428.5 $ 487.1 $ - $ - $ - $ -
With the Public 11,428.0 22,538.3 16,508.2 - - - -
Total Program Costs $ 11,649.3 $ 25,966.8 $ 16,995.3 $ - $ - $ - $ -
(Less: Earned Revenue) (421.2) (803.4) (65.8) - - - -
Net Program Costs $ 11,228.1 $ 25,163.4 $ 16,929.5 $ - $ - $ - $ -
Research, Development, Test & Evaluation
Intragovernmental $ 91.2 $ 2,413.2 $ 247.0 $ - $ - $ - $ -
With the Public 7,367.2 7,160.5 14,889.6 - - - -
Total Program Costs $ 7,458.4 $ 9,573.7 $ 15,136.6 $ - $ - $ - $ -
(Less: Earned Revenue) (1,743.8) (104.0) (662.6) - - - -
Net Program Costs $ 5,714.6 $ 9,469.7 $ 14,474.0 $ - $ - $ - $ -
Military Construction/Family Housing
Intragovernmental $ 1,957.8 $ 68.7 $ 5.7 $ - $ - $ - $ -
With the Public 296.0 357.9 5,356.6 - - - -
Total Program Costs $ 2,253.8 $ 426.6 $ 5,362.3 $ - $ - $ - $ -
(Less: Earned Revenue) (930.9) (323.5) 0.0 - - - -
Net Program Costs $ 1,322.9 $ 103.1 $ 5,362.3 $ - $ - $ - $ -
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Department of Defense Agency-wide
CONSOLIDATING STATEMENT OF NET COST
Year Ended September 30, 2001

General Funds

Working Capital Funds

Military
Retirement
($ in millions) Army Navy Air Force Army Navy Air Force Fund
Program Costs
Military Retirement Fund
Intragovernmental - - - $ - $ - - 0.0
With the Public - - - - - - 51,872.1
Total Program Costs - - - $ - $ - - 51,872.1
(Less: Earned Revenue) - - - - - - (40,642.8)
Net Program Costs - - - $ - $ - - 11,229.3
Civil Works
Intragovernmental - - - $ - $ - -
With the Public - - - - - -
Total Program Costs - - - $ - $ - -
(Less: Earned Revenue) - - - - - -
Net Program Costs - - - $ - $ - -
Working Capital Funds
Intragovernmental - - - $ 1,921.9 $ 6,189.1 6,667.5
With the Public - - - 4,304.2 14,436.2 9,606.4
Total Program Costs - - - $ 6,226.1 $ 20,625.3 16,273.9
(Less: Earned Revenue) - - - (6,099.7) (18,977.0) (11,975.3)
Net Program Costs - - - $ 126.4 $ 1,648.3 4,298.6
Other
Intragovernmental 582.2 47.8 5.2 $ - $ - -
With the Public 321.9 48.6 (3.9) - - -
Total Program Costs 904.1 96.4 1.3 $ - $ - -
(Less: Earned Revenue) (69.2) (22.0) (0.1) - - -
Net Program Costs 834.9 744 1.2 $ - $ - -
Total Program Costs
Intragovernmental 13,4531 26,952.3 18,672.5 $ 1,921.9 $ 6,189.1 6,667.5 0.0
With the Public 70,312.0 72,044.6 73,807.8 4,304.2 14,436.2 9,606.4 51,872.1
Total Program Costs 83,765.1 98,996.9 92,480.3 $ 6,226.1 $ 20,625.3 16,273.9 51,872.1
(Less: Earned Revenue) (6,338.9) (3,688.2) (2,806.0) (6,099.7) (18,977.0) (11,975.3) (40,642.8)
Net Program Costs 77,426.2 95,308.7 89,674.3 $ 126.4 $ 1,648.3 4,298.6 11,229.3
Costs Not Assigned to Programs 0.0 0.0 0.0 0.0 0.0 0.0 0.0
(Less:Earned Revenue not attributable to Programs) 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net Costs of Operations 77,426.2 95,308.7 89,674.3 $ 126.4 $ 1,648.3 4,298.6 11,229.3
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Department of Defense Agency-wide
CONSOLIDATING STATEMENT OF NET COST
Year Ended September 30, 2001

Other Defense Other Defense Intra-entity FY 2001 FY 2000
($ in millions) USACE GF WCF Combined Eliminations Consolidated Consolidated
Program Costs
Military Personnel
Intragovernmental $ - $ - $ - $ 12,9013  § 12,8982 § 3.1 $ 0.1
With the Public - - - 64,229.0 0.0 64,229.0 61,551.7
Total Program Costs $ - $ - $ - $ 77,1303 $ 12,8982 $ 64,232.1 $ 61,551.8
(Less: Earned Revenue) - - - (561.5) (287.4) (274.1) (368.9)
Net Program Costs $ - $ - $ - $ 76,5688 § 12,610.8 $ 63,958.0 $ 61,182.9
Operation and Maintenance
Intragovernmental $ - $ 8,002.9 $ - $ 44,6238 $ 38,4643 $ 6,159.5 $ 6,382.4
With the Public - 410,439.2 - 476,105.7 0.0 476,105.7 102,421.9
Total Program Costs $ - $ 418,442.1 $ - $ 520,729.5 § 38,4643 $ 482,265.2 $ 108,804.3
(Less: Earned Revenue) - (980.1) - (8,105.2) (5,176.6) (2,928.6) (3,117.4)
Net Program Costs $ - $ 417,462.0 $ - $ 512,624.3 $ 33,2877 $ 479,336.6 $ 105,686.9
Procurement
Intragovernmental $ - $ 480.0 $ - $ 46169 $ 45706 @ $ 46.3 $ 771
With the Public - 1,866.2 - 52,340.7 0.0 52,340.7 42,174.3
Total Program Costs $ - $ 2,346.2 $ - $ 56,9576 @ $ 45706 $ 52,387.0 $ 42,251.4
(Less: Earned Revenue) - (6.2) - (1,296.6) (821.0) (475.6) (135.2)
Net Program Costs $ - $ 2,340.0 $ - $ 55,6610 $ 3,7496 $ 51,911.4 $ 42,116.2
Research, Development, Test & Evaluation
Intragovernmental $ - $ 587.1 $ - $ 3,3385 % 3,306.5 $ 32.0 $ 12.2
With the Public - 9,280.2 - 38,697.5 0.0 38,697.5 36,658.2
Total Program Costs $ - $ 9,867.3 $ - $ 42,0360 $ 3,306.5 $ 38,729.5 $ 36,670.4
(Less: Earned Revenue) - (239.6) - (2,750.0) (2,229.8) (520.2) (447.5)
Net Program Costs $ - $ 9,627.7 $ - $ 39,2860 $ 1,076.7 $ 38,209.3 $ 36,222.9
Military Construction/Family Housing
Intragovernmental $ - $ 92.1 $ - $ 21243  $ 2,120.8 $ 3.5 $ 0.0
With the Public - 217.3 - 6,227.8 0.0 6,227.8 4,594.0
Total Program Costs $ - $ 309.4 $ - $ 8,352.1 $ 21208 $ 6,231.3 $ 4,594.0
(Less: Earned Revenue) - 0.0 - (1,254.4) (1,006.1) (248.3) (195.4)
Net Program Costs $ - $ 309.4 $ - $ 70977 § 1,147  § 5,983.0 $ 4,398.6






Supporting Consolidating and Combining Statements

Department of Defense Agency-wide
CONSOLIDATING STATEMENT OF NET COST
Year Ended September 30, 2001

Other Defense Other Defense Intra-entity FY 2001 FY 2000
($ in millions) USACE GF WCF Combined Eliminations Consolidated Consolidated
Program Costs
Military Retirement Fund
Intragovernmental $ - $ - $ - $ 0.0 $ 0.0 $ 0.0 $ 0.0
With the Public - - - 51,872.1 0.0 51,872.1 58,759.6
Total Program Costs $ - $ - $ - $ 51,872.1 $ 0.0 $ 51,872.1 $ 58,759.6
(Less: Earned Revenue) - - - (40,642.8) (27,459.9) (13,182.9) (12,746.6)
Net Program Costs $ - $ - $ - $ 11,229.3 $ (27,459.9) $ 38,689.2 $ 46,013.0
Civil Works
Intragovernmental $ 10145 $ - $ - $ 1,014.5 $ 181.7 $ 832.8 $ 516.7
With the Public 3,768.7 - - 3,768.7 0.0 3,768.7 3,783.0
Total Program Costs $ 47832 $ - $ - $ 4,783.2 $ 181.7 $ 4,601.5 $ 4,299.7
(Less: Earned Revenue) (494.3) - - (494.3) (28.5) (465.8) (650.6)
Net Program Costs $ 42889 $ - $ - $ 4,288.9 $ 153.2 $ 4,135.7 $ 3,649.1
Working Capital Funds
Intragovernmental $ - $ - $ 3,302.5 $ 18,081.0 $ 15,235.2 $ 2,845.8 $ 2,457.9
With the Public - - 28,291.0 56,637.8 0.0 56,637.8 52,065.0
Total Program Costs $ - $ - $ 31,593.5 $ 74,718.8 $ 15,235.2 $ 59,483.6 $ 54,522.9
(Less: Earned Revenue) - - (30,096.7) (67,148.7) (56,708.3) (10,440.4) (8,607.5)
Net Program Costs $ - $ - $ 1,496.8 $ 7,570.1 $ (41,473.2) $ 49,043.3 $ 45,9154
Other
Intragovernmental $ - $ 16,911.2 $ - $ 17,546.4 $ 17,327.8 $ 218.6 $ 301.2
With the Public - 4,605.1 - 4,971.7 0.0 4,971.7 3,129.5
Total Program Costs $ - $ 21,516.3 $ - $ 22,518.1 $ 17,327.8 $ 5,190.3 $ 3,430.7
(Less: Earned Revenue) - (1,737.6) - (1,828.9) (387.3) (1,441.6) (1,142.2)
Net Program Costs $ - $ 19,778.7 $ - $ 20,689.2 $ 16,940.5 $ 3,748.7 $ 2,288.5
Total Program Costs
Intragovernmental $ 1,0145 $ 26,073.3 $ 3,302.5 $ 104,246.7 $ 94,105.0 $ 10,141.7 $ 9,747.7
With the Public 3,768.7 426,408.0 28,291.0 754,851.0 0.0 754,851.0 365,137.2
Total Program Costs $ 47832 $ 452,4813  § 31,593.5 $ 859,097.7 $ 94,105.0 $ 764,992.7 $ 374,884.9
(Less: Earned Revenue) (494.3) (2,963.5) (30,096.7) (124,082.4) (94,105.0) (29,977.4) (27,411.4)
Net Program Costs $ 42889 $ 449,517.8 $ 1,496.8 $ 735,015.3 $ (0.0) $ 735,015.3 $ 347,473.5
Costs Not Assigned to Programs 0.0 0.0 0.0 0.0 0.0 0.0 -
(Less:Earned Revenue not attributable to Programs) 0.0 0.0 0.0 0.0 0.0 0.0 -
Net Costs of Operations $ 42889 § 449,517.8 $ 14968 $ 735,015.3 $ (0.0) $ 735,015.3 $ 347,473.5






Supporting Consolidating and Combining Statements

Department of Defense Agency-wide
CONSOLIDATING STATEMENT OF CHANGES IN NET POSITION
Year Ended September 30, 2001

General Funds Working Capital Funds
Military
Retirement
($ in millions) Army Navy Air Force Army Navy Air Force Fund
Net Cost of Operations $ 77,426.2 $ 95,308.7 $ 89,674.3 $ 126.4 $ 1,648.3 4,298.6 $ 11,229.3
Financing Sources (other than exchange
revenues):
Appropriations Used 73,855.9 93,245.4 86,135.1 29.1 145.5 8.4 0.0
Taxes and Other Nonexchange Revenue 209.6 0.0 0.0 0.0 11.4 0.0 0.0
Donations — Nonexchange Revenue 0.0 0.0 5.9 0.0 0.0 0.0 0.0
Imputed Financing 741.6 490.5 586.9 105.0 473.4 124.4 0.0
Transfers — In 162.0 359.1 474.0 6.1 43.8 71.3 0.0
Transfers — Out 0.0 (0.3) 17.7) 0.0 (7.6) (41.0) 0.0
Other 17,161.8 0.0 2,236.4 (1,558.9) 771.3 (92.6) 0.0
Total Financing Sources (other than $
exchange revenues) $ 92,130.9 $ 94,094.7 $ 89,420.6 $ (1,418.7) $ 1,437.8 70.5 $ 0.0
$
Net Results of Operations $ 14,704.7 $ (1,214.0) $ (253.7) $ (1,545.1) $ (210.5) (4,228.1) $ (11,229.3)
$
Prior Period Adjustments $ (6,556.2) $ 31,841.7 $ 39,005.3 $ 1,463.8 $ (1,161.6) (3,462.5) $ 0.0
Net Change in Cumulative Results of $
Operations $ 8,148.5 $ 30,627.7 $ 38,751.6 $ (81.3) $ (1,372.1) (7,690.6) $ (11,229.3)
Increase (Decrease) in Unexpended
Appropriations 3,008.2 (2,920.2) 3,766.4 (17.2) 0.0 0.0 0.0
$
Change in Net Position $ 11,156.7 $ 27,707.5 $ 42,5181 $ (98.5) $ (1,372.1) (7,690.6) $ (11,229.3)
Net Position — Beginning of the Period 26,515.5 108,718.9 67,221.2 11,905.3 19,090.7 16,474.6 (527,811.7)
$
Net Position — End of the Period $ 37,672.2 $ 136,426.4 $ 109,739.2  §$ 11,806.8 $ 17,718.6 8,784.0 $ (539,041.0)






Supporting Consolidating and Combining Statements

Department of Defense Agency-wide
CONSOLIDATING STATEMENT OF CHANGES IN NET POSITION
Year Ended September 30, 2001

Other Defense Intraentity FY 2001 FY 2000
($ in millions) USACE Other Defense GF WCF Combined Eliminations Consolidated Consolidated
Net Cost of Operations $ 4,288.9 $ 449,517.8 $ 1,496.8 $ 735,015.3 $ 0.0 $ 735,015.3 $ 347,473.5
Financing Sources (other than exchange
revenues):
Appropriations Used 4,310.1 58,274 1 2,533.5 318,537.3 0.0 318,537.3 309,277.3
Taxes and Other Nonexchange Revenue 919.8 0.1 3.2 1,144 1 0.0 1,144 1 954.8
Donations — Nonexchange Revenue 0.3 0.0 0.0 6.2 0.0 6.2 3.8
Imputed Financing 211.6 401.0 2871 3,421.5 0.0 3,421.5 3,315.0
Transfers — In 1,084.6 16.9 73.7 2,291.5 1,206.8 1,084.7 19.9
Transfers — Out (777.7) (212.8) (927.1) (1,984.2) (1,206.8) (777.4) (139.0)
Other (9.0) (167.8) (104.4) 18,236.5 0.0 18,236.5 7,973.8
Total Financing Sources (other than exchange
Revenues) $ 5,739.7 $ 58,311.5 $ 1,866.0 $ 341,652.9 $ 0.0 $ 341,652.9 $ 321,405.6
Net Results of Operations $ 1,450.8 $ (391,206.3) $ 369.2 $ (393,3624) $ 0.0 $ (393,362.4) $ (26,067.9)
Prior Period Adjustments $ (846.1) $ 558.1 $ 91.9 $ 60,934.4 $ 0.0 $ 60,934.4 $ 41,282.0
Net Change in Cumulative Results of Operations $ 604.7 $ (390,648.2) $ 461.1 $ (332,428.0) $ 0.0 $ (332,428.0) $ 15,2141
Increase (Decrease) in Unexpended
Appropriations 210.3 5,384.9 (1,845.9) 7,586.6 0.0 7,586.6 (1,263.1)
Change in Net Position $ 815.0 $ (385,263.3) $ (1,384.8) $ (324,841.4) $ 0.0 $ (324,841.4) $ 13,951.0
Net Position — Beginning of the Period 38,004.1 (159,588.0) 13,451.8 (386,017.6) 0.0 (386,017.6) (399,968.6)
Net Position — End of the Period $ 38,819.1 $ (544,851.3) $ 12,067.0 $ (710,859.0) $ 0.0 $ (710,859.0) $ (386,017.6)






Supporting Consolidating and Combining Statements

Department of Defense Agency-wide
COMBINING STATEMENT OF BUDGETARY RESOURCES
Year Ended September 30, 2001

General Funds Working Capital Funds
($ in Millions) Army Navy Air Force Army Navy Air Force
BUDGETARY RESOURCES
Budget Authority $ 76,344.2 $ 95,235.8 $ 92,717.3 $ 821.8 $ 758.5 $ 511.4
Unobligated Balance - Beginning of the Period 5,970.0 13,624.0 7,105.1 1,352.7 2,089.1 55.6
Net Transfers Prior-Year Balance, Actual 869.6 365.7 (2,130.1) 6.1 43.7 65.5
Spending Authority from Offsetting Collections 11,216.2 5,597.0 5,211.2 5,134.4 21,608.3 15,269.4
Adjustments 9,667.2 1,503.7 (724.3) 196.1 (80.1) (8.7)
Total Budgetary Resources $ 104,067.2 $ 116,326.2 $ 102,179.2 $ 7,511.1 $ 24,4195  § 15,893.2
STATUS OF BUDGETARY RESOURCES
Obligations Incurred $ 98,364.8 $ 102,489.9 $ 94,975.9 $ 6,005.6 $ 21,312.9 $ 15,702.0
Unobligated Balances — Available 4,493.9 12,3914 6,370.4 1,505.5 3,106.6 191.2
Unobligated Balances — Not Available 1,208.5 1,444.9 832.9 0.0 0.0 0.0
Total Status of Budgetary Resources $ 104,067.2 $ 116,326.2 $ 102,179.2 $ 7,511.1 $ 24,419.5 $ 15,893.2
OUTLAYS
Obligations Incurred $ 98,364.8 $ 102,489.9 $ 94,975.9 $ 6,005.6 $ 21,312.9 $ 15,702.0
Less: Spending Authority From Offsetting Collections and
Obligation Adjustments (21,922.9) (8,874.6) (6,483.4) (5,330.5) (21,608.3) (15,270.7)
Obligated Balance, Net — Beginning of the Period 28,485.8 48,385.6 33,410.8 821.7 3,630.9 2,791.0
Obligated Balance Transferred, Net 0.0 0.0 0.0 0.0 0.0 0.0
Less: Obligated Balance, Net — End of the Period (31,626.6) (52,333.5) (37,049.2) (1,129.5) (2,421.1) (3,490.4)
Total Outlays $ 73,301.1 $ 89,667.4 $ 84,854.1 $ 367.3 $ 914.4 $ (268.1)






Supporting Consolidating and Combining Statements

Department of Defense Agency-wide

COMBINING STATEMENT OF BUDGETARY RESOURCES

Year Ended September 30, 2001

Military Other
Retirement Other Defense FY 2001 FY 2000
($ in Millions) Fund USACE Defense GF WCF Combined Combined
BUDGETARY RESOURCES
Budget Authority 40,662.3 5,518.3 64,255.3 3,006.8 379,831.7 353,856.0
Unobligated Balance - Beginning of the Period 154,952.3 1,639.0 11,909.2 3,269.6 201,966.6 192,551.9
Net Transfers Prior-Year Balance, Actual 0.0 (0.5) (1,150.9) (915.3) (2,846.2) 82.8
Spending Authority from Offsetting Collections 0.0 4,504.7 3,049.5 32,198.4 103,789.1 101,358.9
Adjustments 0.0 (17.5) 1,706.5 (1,461.2) 10,781.7 8,223.2
Total Budgetary Resources 195,614.6 11,644.0 79,769.6 36,098.3 693,522.9 656,072.8
STATUS OF BUDGETARY RESOURCES
Obligations Incurred 34,204.9 9,599.4 66,780.3 33,611.4 483,047.1 454,062.0
Unobligated Balances — Available 161,409.7 2,044.1 10,544 .4 2,486.9 204,544 1 195,730.4
Unobligated Balances — Not Available 0.0 0.5 2,444.9 0.0 5,931.7 6,280.4
Total Status of Budgetary Resources 195,614.6 11,644.0 79,769.6 36,098.3 693,522.9 656,072.8
OUTLAYS
Obligations Incurred 34,204.9 9,599.4 66,780.3 33,611.4 483,047.1 454,062.0
Less: Spending Authority From Offsetting Collections and
Obligation Adjustments 0.0 (4,504.7) (6,071.4) (32,245.0) (122,311.5) (116,761.1)
Obligated Balance, Net — Beginning of the Period 2,898.3 797.6 21,178.8 8,289.7 150,690.2 149,961.2
Obligated Balance Transferred, Net 0.0 0.0 0.0 0.0 0.0 0
Less: Obligated Balance, Net — End of the Period (3,006.8) (743.8) (22,379.8) (8,285.1) (162,465.8) (150,631.9)
Total Outlays 34,096.4 5,148.5 59,507.9 1,371.0 348,960.0 336,630.2






Supporting Consolidating and Combining Statements

Department of Defense Agency-wide
COMBINING STATEMENT OF FINANCING
Year Ended September 30, 2001

General Funds Working Capital Funds
($ in millions) Army Navy Air Force Army Navy Air Force
OBLIGATIONS AND NONBUDGETARY RESOURCES
Obligations Incurred $ 98,364.8 $ 102,489.9 $ 94,975.9 $ 6,005.6 $ 21,312.9 $ 15,702.0
Less: Spending Authority for Offsetting Collections and Obligation
Adjustments (21,922.9) (8,874.6) (6,483.4) (5,330.5) (21,608.3) (15,270.7)
Donations Not in the Entity’'s Budget 0.0 0.0 0.0 0.0 0.0 0.0
Financing Imputed for Cost Subsidies 741.6 490.5 586.9 105.0 473.4 124.4
Transfers — In (Out) — Financing 0.0 353.2 (17.4) 0.0 (7.5) (1.9)
Less: Exchange Revenue Not in the Entity’s Budget 0.0 (22.0) 2.7) 0.0 0.0 0.0
Nonexchange Revenue Not in the Entity’s Budget 0.0 0.0 0.0 0.0 0.0 0.0
Less: Trust or Special Fund Receipts Related to Exchange in the
Entity’s Budget 0.0 0.0 0.0 0.0 0.0 0.0
Other 0.0 0.0 0.0 0.0 0.0 0.0
Total Obligations as Adjusted and Nonbudgetary Resources $ 77,183.5 $ 94,437.0 $ 89,059.3 $ 780.1 $ 170.5 $ 553.8
RESOURCES THAT DO NOT FUND NET COST OF OPERATIONS
Change in Amount of Goods, Services, and Benefits Ordered but Not
Yet Received — (Increases)/Decrease $ (1,693.6) $ (142.0) $ (2,402.8) $ 365.5 $ 2,802.4 $ (173.5)
Change in Unfilled Customer Orders (289.5) (197.6) 23.3 (697.4) 214.6 455.7
Costs Capitalized on the Balance Sheet — (Increases)/Decreases (3,730.9) (656.4) (4,569.6) (2,660.7) (3,013.6) 3,141.1
Financing Sources that Fund Costs of Prior Periods (106.4) (65.4) 574.5 (74.9) (0.3) 126.0
Collections that Decrease Credit Program Receivables or Increase
Credit Program Liabilities 0.0 0.0 0.0 0.0 0.0 0.0
Adjustments for Trust Fund Outlays that Do Not Affect Net Cost 0.0 0.0 0.0 0.0 0.0 0.0
Other — (Increases)/Decreases 0.0 0.0 0.0 0.0 0.0 0.0
Total Resources that Do Not Fund Net Costs of Operations $ (5,820.4) $ (1,061.4) $ (6,374.6) $ (3,067.5) $ 3.1 $ 3,549.3
COMPONENTS OF COSTS OF OPERATIONS THAT DO NOT
REQUIRE OR GENERATE RESOURCES
Depreciation and Amortization $ 782.6 $ 714.6 $ 2,895.3 $ 85.5 $ 210.7 $ 145.8
Bad Debts Related to Uncollectable Noncredit Reform Receivables (2.3) 321 0.0 0.0 0.0 0.0
Revaluation of Assets and Liabilities — (Increases/(Decreases) 0.0 0.0 (15.8) 1,588.1 1,114.9 3.9
Loss on Disposition of Assets 0.4 0.0 3,291.0 484.7 0.0 24
Other — Increases/(Decreases) 0.0 0.0 351.8 0.0 0.0 0.0
Total Costs that Do Not Require Resources $ 780.7 $ 746.7 $ 6,522.3 $ 2,158.3 $ 1,325.6 $ 152.1
FINANCING SOURCES YET TO BE PROVIDED $ 5,282.4 $ 1,186.4 $ 467.1 $ 255.5 $ 149.0 $ 43.2
NET COST OF OPERATIONS $ 77,426.2 $ 95,308.7 $ 89,674.1 $ 126.4 $ 1,648.2 $ 4,298.4






Supporting Consolidating and Combining Statements

Department of Defense Agency-wide
COMBINING STATEMENT OF FINANCING
Year Ended September 30, 2001

Military Other Defense Other Defense FY 2001 FY 2000
($ in millions) Retirement Fund USACE GF WCF Combined Combined
OBLIGATIONS AND NONBUDGETARY RESOURCES
Obligations Incurred $ 34,204.9 $ 9,599.4 $ 66,780.3 $ 33,611.4 $ 483,047.1 $ 454,062.0
Less: Spending Authority for Offsetting Collections and Obligation (116,761.1)
Adjustments 0.0 (4,504.7) (6,071.4) (32,245.0) (122,311.5)
Donations Not in the Entity’s Budget 0.0 0.3 0.0 0.0 0.3 0
Financing Imputed for Cost Subsidies 0.0 211.6 401.0 287.1 3,421.5 3,315.0
Transfers — In (Out) — Financing 0.0 1.7 0.0 (1,274.5) (946.4) 1,541.1
Less: Exchange Revenue Not in the Entity’s Budget 0.0 (0.7) (645.7) 4.7) (675.8) (704.5)
Nonexchange Revenue Not in the Entity’s Budget 0.0 (26.0) 0.0 0.0 (26.0) 231
Less: Trust or Special Fund Receipts Related to Exchange in the (40,018.1)
Entity’s Budget (40,642.8) (43.8) (410.8) (1.0) (41,098.4)
Other 0.0 0.0 0.0 0.0 0.0 0
Total Obligations as Adjusted and Nonbudgetary Resources $ (6,437.9) $ 5,237.8 $ 60,053.4 $ 373.3 $ 321,410.8 $ 301,457.5
RESOURCES THAT DO NOT FUND NET COST OF OPERATIONS
Change in Amount of Goods, Services, and Benefits Ordered but Not $ 8,232.8
Yet Received — (Increases)/Decrease $ 0.0 $ (281.9) $ (1,240.9) $ 201.6 $ (2,565.2)
Change in Unfilled Customer Orders 0.0 231.3 (131.3) 43.7 (347.2) (525.9)
Costs Capitalized on the Balance Sheet — (Increases)/Decreases 0.0 (1,540.3) 2242 (825.3) (13,631.5) (16,345.8)
Financing Sources that Fund Costs of Prior Periods 0.0 (28.3) (538.5) (36.3) (149.6) (16,305.4)
Collections that Decrease Credit Program Receivables or Increase 0
Credit Program Liabilities 0.0 0.0 0.0 0.0 0.0
Adjustments for Trust Fund Outlays that Do Not Affect Net Cost 0.0 0.0 0.0 0.0 0.0 0
Other — (Increases)/Decreases 0.0 (390.9) 966.2 1,129.8 1,705.1 10,708.6
Total Resources that Do Not Fund Net Costs of Operations $ 0.0 $ (2,010.1) $ (720.3) $ 513.5 $ (14,988.4) $ (14,235.7)
COMPONENTS OF COSTS OF OPERATIONS THAT DO NOT
REQUIRE OR GENERATE RESOURCES
Depreciation and Amortization $ 0.0 $ 589.9 $ 490.4 $ 539.1 $ 6,453.9 $ 4,096.7
Bad Debts Related to Uncollectable Noncredit Reform Receivables 0.9 0.0 0.1 (0.3) 30.5 178.0
Revaluation of Assets and Liabilities — (Increases/(Decreases) 0.0 170.0 0.0 0.3 2,861.4 10,960.2
Loss on Disposition of Assets 0.0 28.1 6.7 (4.4) 3,808.9 85.5
Other — Increases/(Decreases) 0.9 0.0 0.2 0.0 352.9 (4,595.1)
Total Costs that Do Not Require Resources $ 1.8 $ 788.0 $ 497.4 $ 534.7 $ 13,507.6 $ 10,725.3
FINANCING SOURCES YET TO BE PROVIDED $ 17,665.4 $ 273.4 $ 389,687.4 $ 75.5 $ 415,085.3 $ 49,526.4
NET COST OF OPERATIONS $ 11,229.3 $ 4,289.1 $ 449,517.9 $ 1,497.0 $ 735,015.3 $ 347,473.5
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Executive Summary


On September 25, 2001, the Office of Management and Budget (OMB) issued OMB Bulletin No. 01-09, Form and Content of Agency Financial Statements.  This bulletin requires interim unaudited financial statements to be submitted on a quarterly basis, beginning with the year-to-date reporting period ending December 31, 2002.  OMB requires that the compilation and reporting cycle be accelerated so that interim statements are submitted within 60 days after the end of the period in FY2002, and within 45 days after the end of the period in FY2003.  


In response to this new requirement, the Financial Management Modernization Program (FMMP) Program Management Office created the Financial Statements Initiative (FSI), under the Financial Management Enterprise Architecture (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.


The FSI team reviewed the financial statement compilation processes at the Defense Finance and Accounting Service (DFAS) Central Sites and selected Field Sites and identified potential opportunities for improvement to the compilation process.  The FSI team developed these opportunities into recommendations for the FMMP, identifying benefits to be derived, stakeholders and processes impacted, and strategies for implementation.


The recommendations fall into five leading practice categories in the area of financial statement compilation:


· Technology.

· Accelerate implementation of the 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.


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


1.0 Introduction


1.1 Purpose


This document is intended 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,” as defined in section 1.3 below.  Team IBM was requested to provide two deliverables for “quick wins” and “systemic recommendations.”  Both deliverables contain similar discussion of purpose, background, methodology, and overview of recommendations so this document contains both deliverables.  Section 2.0 discusses the quick wins.  Section 3.0 discusses interim recommendations.  Also, please note that “systemic recommendations” has been re-termed to “interim recommendations” due to confusion during the project that “systemic” meant system-related.


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


1.2 Background


DoD has been unable to provide timely, accurate, and reliable information for auditors to verify amounts on DoD financial statements.  Although this issue is being addressed as part of the DoD Financial Management Modernization Program (FMMP), the FMMP will not sufficiently mature in time to address an 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.  Specifically, OMB Bulletin 01-09 requires the department or agency, and each major component, to submit a Balance Sheet, Statement of Net Cost, and Statement of Budgetary Resources.  These 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.


Since the start of the FSI, the Office of the Deputy Chief Financial Officer (ODCFO) developed and disseminated the DoD’s quarterly reporting requirements and schedule for FY 2003 quarterly reporting.  In addition to the statements required by OMB, DoD requires its reporting entities to submit the Statement of Changes in Net Position, Statement of Financing, and Statement of Custodial Activity.  It also requires footnote narratives, although the deadline for these was extended February 28, 2003 (60 days after quarter end).


1.3 Definition


The FSI team was tasked to develop a set of recommendations to assist DoD in meeting the OMB Bulletin No. 01-09 financial reporting requirements and to transition to the FMEA “To Be” state.  The recommendations are divided into two groupings:


· The first group identifies those recommendations that can be immediately implemented by the DoD.  The FSI team labeled these recommendations as “quick wins” and defined them as opportunities for improvement that, if implemented, could impact the first and/or second quarter FY 2003 reporting cycles.  These are addressed in Section 2.0 of this deliverable.  


· The second group will describe the recommendations that are of a more interim (systemic) nature and focus on the transition to the “To Be” state.  These are recommendations that could be implemented over the next 18 months to impact the interim period before the FMEA is operational.  These recommendations are addressed in Section 3.0 of this deliverable.


1.4 Methodology


To gain an understanding of DoD’s financial statement compilation process, the 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).  The processing locations were selected based on the type of information processed at each location and on input from the FMMP PMO.  The sites visited are identified in the following table:  


		Entity

		Compiling DFAS Location

		Processing DFAS Location



		Departmental

		Indianapolis

		N/A



		Air Force

		Denver

		San Bernardino



		Navy

		Cleveland

		Charleston


Kansas City



		Army

		Indianapolis

		St. Louis


Rome



		Departmental, Air Force, Navy, Army

		N/A

		Columbus





The FSI team reviewed the processes at each site for the Departmental and entity financial statement compilation processes.  From these reviews, the FSI team identified potential opportunities for improvement to the compilation process.  The 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.


1.5 Overview


The FSI team identified opportunities for improvement in the DoD financial statement compilation and production process.  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.

· Performance Measurement.


· Standardization.


· Process Redesign.


· Communication.


The recommendations set forth in this document directly relate to these private industry leading practices.  


Technology.  To achieve their “fast close,”
 leading companies improved their technology processes:

· Cisco developed Internet applications and other tools to consistently report operating and financial data.


· Henkel (German home-care products) implemented a groupwide database that streamlined the reporting process by 10 days.


· Office Depot installed broadband communications in all stores, enabling several core processes.


· A global chemicals company implemented a web-based reporting system, helping to shave 20 days from its close process.


DoD has the opportunity to implement similar leading practices in the area of technology.  Specifically, DoD should consider the following recommendations:


· Accelerate implementation of the DDRS-Budgetary module to improve the accuracy and efficiency of financial statement reporting.  (Section 2.1)


· Mandate the use of the Data Collection Module (DCM) to collect financial information maintained in non-financial systems.  (Section 2.2)


· Enhance DDRS to provide a notification capability when trading partner data and footnote information is changed in the system.  (Section 2.3)


In addition, the FSI team identified several specific systems enhancements that the FMMP should consider for improving the financial statement compilation process, prior to the FMEA “To Be” state.  These are discussed in Section 2.4.


Performance Measurement.  Leading companies implemented selected performance measurement initiatives to assist in achieving a fast close:

· Alcoa developed a balanced scorecard with key metrics to monitor the process and make improvements based on where problems are occurring.


· Motorola monitors closing by measuring the number of errors entered into the general ledger. 


· Cisco established quality standards and metrics for all data collection activities to facilitate improvement efforts.


· Federal Express implemented Service Quality Indicators – 12 metrics the company looks at daily.


· Raytheon negotiates performance goals at every level and supports each unit by providing specific technology resources. 


DoD has already adopted this leading practice in many areas, including financial management.  However, DoD can immediately implement selected metrics to measure progress in the financial statement compilation process.  In the longer term, DoD can develop a comprehensive performance management capability that will:


· Demonstrate the performance of financial statement compilation to the whole financial management community.


· Enable performance management and strategic planning.


Section 2.5 provides further discussion of the performance measurement opportunities for DoD.


Standardization.  To achieve their fast close, leading companies standardize core information requirements:

· IBM implemented a single worldwide chart of accounts to facilitate accurate corporate consolidated reporting.


· Veba Oel (German oil and petrol-retail) implemented a standard chart of accounts and reduced the reconciliation period from four (4) days to less than a day.


· Alcoa converted all financial information to a common standard general ledger.


· Ford Motor Company developed common rules for analysis worldwide, helping them capture the profit margin on every vehicle sold immediately, rather than several months later. 


DoD can improve its financial statement compilation process through implementation of the United States Standard General Ledger (USSGL).  This is an interim recommendation and is further discussed in Section 3.1.


Process Redesign.  Leading companies redesigned processes to accelerate their reporting cycles:

· Cisco streamlined its financial statement close process from 14 days to 1.  The approach consisted of consolidation of responsibilities for accounts payable and purchasing, which boosted productivity and reduced errors.  They also reduced cost allocations between cost centers, inter-company charges, and accruals.


· A top-20 bank reduced cycle time from 15 days to six (6) days by reducing manual processes, redundant checks, and reconciliation procedures.  This broke down the silo approach to closing and reporting, and added time for value-added financial analysis.

DoD has several opportunities it should consider to redesign processes that would improve its financial statement compilation.  


· Accelerate cash reporting by deferring selected cash reconciliation and related data clean up and correction efforts.  (Section 2.6)


· Implement three proposals to improve and streamline the trading partner accounting process.  (Section 2.7)


· Evaluate expanding the functionality of the DDRS to support the trading partner accounting process.


· Establish a trading partner accounting process team to provide a DoD-wide focus on trading partner accounting issues.


· Evaluate potential modifications to source accounting systems to capture the program code for intra-agency transactions and create data elements for intra-governmental transactions necessary for trading partner identification.  


· Implement the use of estimation techniques for interim reporting.  (Section 2.8)


· Expand the use of DDRS as the source for footnote analysis at the activity levels of the financial management process.  (Section 2.9)


· Limit the financial statement report preparation to an agency-wide financial statement including consolidating and combining statements for each reporting entity.  (Section 2.10)


· Require electronic transmission of data and reports used in the financial statement compilation and reporting process.  (Section 2.11)


In addition, DoD can pursue two interim opportunities:


· Develop and adopt Risk Based Materiality Limits (RBML) as standard practice in compiling Department of Defense (DoD) reporting entity unaudited quarterly financial statements. (Section 3.2)


· Assess roles and responsibilities by pushing accountability to the lowest level to improve data accuracy and reporting efficiencies.  (Section 3.3)


Communication.  To achieve their fast close, leading companies improved their communication process:

· Cisco provided significant leadership support from senior management and coordinated with divisions to give employees real-time access to crucial business metrics.


· Raytheon established direct reporting of financial managers to the CFO (versus local business managers) and moved to central financial control.


· A top-tier automotive supplier shortened its 11 day close to five (5) days by providing executive committee support, engaging key process owners, and making them accountable.


· In addition to these examples, standard industry practice is to stabilize accounting and reporting guidance throughout the year.


DoD has several opportunities to implement this leading practice and improve its 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.  (Section 2.12)


· Control changes to financial management guidance and stabilize the reporting environment throughout the entire fiscal year.  (Section 2.13)


· Share DoD leading practices across the enterprise.  (Section 2.14)


1.6 Conclusion


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.  These initiatives will also help in positioning DoD for the future financial management architecture.  The benefits of the FSI initiatives are summarized in Figure 1 below.


Figure 1.  FSI Initiatives Transition DoD Financial Management
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The recommended opportunities address processes that impact the compilation and production of the financial statements.  Many of these recommendations require taking a “new look” at how certain processes are performed – cash, trading partners, footnotes, using materiality thresholds, using estimates, maximizing use of electronic transmission of files, and implementing the USSGL.  New perspectives are required to meet the aggressive accelerated reporting requirements while improving processes and data quality.  


2.0 Quick Wins


2.1 Accelerate Implementation of DDRS Budgetary


2.1.1 Recommendation


The Defense Departmental Reporting System (DDRS) Program Management Office (PMO) should accelerate implementation of the DDRS-Budgetary module, which interfaces with installation level accounting systems, to improve the accuracy and efficiency of financial statement reporting.


2.1.2 Rationale


2.1.2.1 Current Condition


In the current environment, the information from accounting systems must be manually entered into the DDRS-Audited Financial Statements (AFS) module used for financial statement reporting.  This manual entry results in a labor-intensive compilation process at the DFAS Central Site level and would be virtually eliminated with the implementation of the DDRS-Budgetary module.


The DDRS PMO has begun implementation of DDRS-Budgetary, a web-based application that will interface with installation level accounting systems and feed the DDRS-AFS module.  DDRS-Budgetary will produce reports based on the United States Standard General Ledger (USSGL) and standard attributes.  The module will also allow DoD organizations (Army, Navy, etc.) to produce the required departmental budgetary reports in accordance with Department of Treasury and Department of Defense (DoD) guidance in a standard format.  


Implementing DDRS-Budgetary will allow DoD to expedite the production of the following standard reports and exports:


· Reports.


· DD 1002.


· SF 133.


· FMS 2108.


· AR(M) 1307.


· Schedule of Transfers and Reappropriations.


· Report on Receivables Due from the Public.


· Exports.


· FACTS II.


· DD 725 Supplemental.


· AFS Export.


· AFS Budgetary Reconciliation.


Some of the other high level standardized processes and procedures currently available in the DDRS-Budgetary system are verification and validation of incoming files, report reconciliation’s, month end and year end closing processes, and reporting available at multiple levels.


The DDRS PMO has implemented DDRS-Budgetary at DFAS Kansas City for the Marine Corps Working Capital Fund and at DFAS Cleveland for the Navy Working Capital Fund.  The current DDRS-Budgetary implementation schedule continues through July 2004 and covers 13 additional customer/fund types (e.g., Army General Fund).  See Appendix B for the current implementation schedule.


2.1.2.2 Leading Practice


This opportunity employs the private industry leading practice of applying leading technologies.  For example, Cisco developed Internet applications and other tools to consistently report operating and financial data.  


2.1.2.3 Application and Impact to DoD


DoD has begun implementation of this leading practice through the development and implementation of DDRS-Budgetary.  Accelerating the implementation schedule will further this leading practice to improve the accuracy of budgetary and financial information and make the financial statement reporting process more efficient.


The DDRS PMO identified the following benefits associated with the implementation of DDRS-Budgetary:


· Streamline the quarterly compilation process at all levels in subsequent reporting periods as the DDRS-Budgetary system improves the quality of data submitted to the DDRS-AFS.  For example, DDRS-Budgetary provides a monthly validation and contains key DDRS-AFS balancing and reconciliation formulas.


· Streamline the process of reconstructing beginning balances at the beginning of the reporting cycle.  For example, DFAS Columbus has to manually rollup feeder information to create the trial balances for the import sheet.  This current manual process will be eliminated because the DDRS-Budgetary system will summarize the Line of Accounting into the required entity codes used in DDRS-AFS. 


· Eliminate or minimize the labor-intensive crosswalks used to reformat field level financial data into the USSGL account structure.  DDRS has the USSGL embedded in the accounting (proprietary) information architecture with high functionality at the departmental (Central Site) level.  The complementary budgetary information architecture is being rolled out with a standard budgetary information architecture highly functional at the Field Site level.  


· Maintain the focus on the roll out of a standardized information architecture, which achieves the objective of enterprise-wide applicability.  DDRS-Budgetary eliminates the need to manually cross walk any data from source systems to DDRS.  This is the most “source to reporting” solution currently available given the current system architecture.  DDRS-Budgetary is designed around the USSGL and would eliminate the manual effort of creating and maintaining numerous import sheets.  It would allow accountants to do accounting and analysis versus technical translation. 


These improvements demonstrate tangible and measurable progress toward accelerating the reporting process and meeting the 45-day reporting requirement. 


2.1.3 Design


2.1.3.1 Assumptions


It is assumed that the DDRS-Budgetary module will be maintained in the interim until the Financial Management Enterprise Architecture (FMEA) is operational.


The DFAS Internal Review office is conducting a review of DDRS- Budgetary that is scheduled to be completed in mid-April 2003.  The objective is to review application controls for completeness, accuracy, authorization, and validity of all transactions processed by DDRS.  The DDRS PMO should consider any findings and recommendations from the review for implementation of DDRS-Budgetary.


2.1.3.2 Constraints


To date, the DDRS PMO has only performed a cursory review of the interfacing systems beyond the DFAS Columbus deployments.  Accelerating the deployment schedule for the DDRS-Budgetary involves various risks associated with the interfacing systems.  These systems fall into two major categories:  1) non-compliant legacy systems and 2) new systems development efforts.  


For the non-compliant legacy systems, the challenges involve converting non-USSGL trial balance information to the Department of Treasury and DoD prescribed USSGL accounts and attributes, generating budgetary accounts for Defense Working Capital Fund (DWCF) systems, generating proprietary accounts for General Fund systems, and the inability of the feeder system to generate a data file.  To mitigate these risks, the DDRS PMO’s strategy is to task the DDRS Central Design Activity (CDA) to develop programs that will process non-standard interface files into DDRS-Budgetary.


For new systems development efforts, the deployment date is contingent upon the new system’s deployment date.  To mitigate this risk, the DDRS PMO is providing those systems with the Department of Treasury and DoD prescribed USSGL accounts and attributes as well as the standard DDRS-Budgetary interfacing requirements.


2.1.3.3 Process Change Requirements


Process changes will be required at each site that implements DDRS-Budgetary.  While the specific process changes will vary by site, common process changes are:


· Field Sites will not manually convert accounting information for further processing at the Central Site level.  Rather, DDRS-Budgetary will electronically interface to field accounting systems and systematically crosswalk accounting information.  


· Central Sites will not convert Field Site accounting information to standard data in the DDRS import sheet.  This conversion process will be automated by DDRS-Budgetary.  


2.1.3.4 Technology Issues


Accelerating the implementation of DDRS-Budgetary presents several technology issues, described in the Constraints section above.  The DDRS-PMO estimated the cost of accelerating the schedule to be $350,000. 


2.1.3.5 Stakeholder Requirements


The stakeholders that would be affected by the accelerated implementation would be DFAS Arlington, the DDRS PMO, the DFAS Central Sites, and the DFAS Field Sites.  This opportunity would not involve any significant changes to the DFAS Central and Field Site roles and responsibilities.  However, the DDRS PMO would have increased responsibilities associated with deploying the site, training, and user support.


2.1.4 Implementation Strategy


2.1.4.1 Approach


DDRS PMO has developed an accelerated implementation schedule.  This approach will accelerate the implementation of DDRS-Budgetary for the following customers/fund types, as identified below.  Appendix B contains the complete current deployment schedule and the accelerated deployment schedule.


		Customer/Fund Type

		Month to be Deployed

		Number of Months Accelerated



		Marine Corps – General Fund

		June 2003

		2 Months



		Corps of Engineers – General Fund

		June 2003

		2 Months



		Navy – General Fund

		November 2003

		2 Months



		Security Assistance

		July 2003

		12 Months





2.1.4.2 Timeframe


The accelerated implementation occurs from June 2003 through November 2003.  See Appendix B for the accelerated implementation schedule.


2.1.4.3 Training Requirements


DDRS PMO will be responsible for providing user training on DDRS-Budgetary.


2.1.5 References


This opportunity was identified during the site visits and further developed through meetings with and Government Furnished Information (GFI) from the DDRS PMO.  The leading practice information was obtained from the FMMP FSI Leading Practices Deliverable, Version 4.0.


2.1.6 Appendix


Appendix B:  Accelerated DDRS Budgetary Deployment.  This information is GFI, provided by the DDRS PMO.


2.2 Accelerate and Standardize Data Call Management


2.2.1 Recommendation


The Office of the Under Secretary of Defense (Comptroller) (OUSD(C)) should mandate the use of the Data Collection Module (DCM) to collect financial information maintained in non-financial systems beginning with the second quarter FY 2003 reporting period.


2.2.2 Rationale


2.2.2.1 Current Condition


Many financial statement line items are based on information entered manually at the departmental level rather than from a transaction-based accounting system.  For example, over 50 percent of the Air Force, Army, Marine Corps and Navy General Fund total assets and liabilities could not be obtained from the DoD accounting systems, thus requiring manual data calls from the customer.  This data call information was not always reliable or received within the prescribed timeframes.  


The Department of the Navy (DON) has developed and implemented a web-based data collection tool, the Data Collection Instrument (DCI), for obtaining the financial data collected through a data call process (i.e., financial information maintained in non-financial systems).  DON has successfully used this automated tool to assist in its reporting process for the past two years.  The Defense Finance and Accounting Service (DFAS) has developed an automated, web-based data collection tool as part of the Defense Departmental Reporting System (DDRS) Audited Financial Statement (AFS) module.  This tool, the DCM, provides a standardized method to collect financial data from non-financial sources.  The DFAS tool is intended to be used DoD-wide.  For FY 2002, however, the use of this tool was optional due to the timing of its implementation.  As a result, data collected through the data call process is currently obtained by a variety of means and in a variety of formats, including paper transmissions. 


To meet the 45-day requirement, data call activities need to be standard, streamlined, and highly controlled.  Requiring the use of the DCM in all cases where non-financial information is not collected through the accounting system will automate and accelerate the entire data call process.  


2.2.2.2 Leading Practice


Private sector organizations that have accelerated their financial reporting have relied on application of leading technologies as a key component of their strategy.  For example, Cisco developed Internet applications and other tools to consistently report operating and financial data.  Also, a global chemicals company implemented a web-based reporting system, helping to save 20 days from its close process.


2.2.2.3 Application and Impact to DoD


DoD can implement this leading practice through the full implementation of the DCM, down to the installation level.


Automating the data collection process through use of the DCM tool has numerous benefits.  It will eliminate the use of paper transmissions, which reduces potential errors and increases data integrity.  It is also more efficient, and can limit information to only what users need, as well as establish a consistent format for data submissions.


The DON has successfully used its DCI for the past two years.  DON estimates it shortened the compilation process by five (5) days as a result of implementing the DCI.


2.2.3 Design


2.2.3.1 Assumptions


It is assumed that the DCM will be maintained in the interim until the Financial Management Enterprise Architecture (FMEA) is operational.


Several DoD Components are in various stages of implementing solutions for collecting non-financial feeder data, e.g., the Air Force GAFS initiative and the Navy DCI initiative.  Implementation of the DCM should be coordinated with each of these ongoing initiatives and tailored to Component requirements.  


The DFAS Internal Review office is conducting a review of the DCM, scheduled to be completed in mid-April 2003.  The objective is to determine whether procedures for collecting data for the financial statements through the DCM are adequate to facilitate standardization throughout DFAS and its related components.  The DDRS PMO should consider any findings and recommendations from the review prior to enterprise-wide implementation of the DCM.


2.2.3.2 Constraints


There are technology issues associated with web-based capabilities -- DCM implementation has been hindered by the inability of organizations to provide connectivity between their Local Area Network (LAN) and the DDRS database.  The majority of connectivity problems revolve around the availability of network ports.  The DDRS PMO is working to resolve these issues and estimates that all potential users will have access to the DCM by June 2003. 


Accelerated implementation would also require accelerated training.  The DDRS PMO estimated the cost of the additional travel and training to be $15,000.


2.2.3.3 Process Change Requirements


This opportunity will automate a process that is currently performed via a variety of means – email, paper and fax transmissions, web-based tools, etc.  The process of disseminating the data call can be accomplished through the DCM, as well as the process of submitting the required data.


The DCM is designed for hierarchical reporting (i.e., from the bottom up through the chain of command).  Organizations will need to identify their reporting structure to the DDRS PMO so that the PMO can load that structure into the DCM for each reporting entity.  This can be done on a quarterly basis.


2.2.3.4 Technology Issues


As described in the Constraints section above, there are currently access issues with DCM that the DDRS PMO plans to address by June 2003.  Otherwise, the tool is fully developed and functional.


2.2.3.5 Stakeholder Requirements


This opportunity would affect the DFAS Central Sites and Field Sites, as well as the Components, by modifying the way they report and collect the non-financial data needed for the financial statements.  It would also impact the DDRS PMO who would have the responsibility to train new users and provide support to all users.  In addition, high-level support by OUSD(C) is needed to engage the Components.


2.2.4 Implementation Strategy


2.2.4.1 Approach


Implementation of this opportunity should be accomplished through the following:  


· OUSD(C) issue guidance requiring use of the DCM for quarterly and year-end reporting periods, beginning with the second quarter FY 2003.  Implementation should begin at the Military Department level (i.e., the Assistant Secretaries for Financial Management and Comptroller).


· DFAS (DDRS PMO) continue to address any technical issues related to implementation of its data collection tool.


· DFAS (DDRS PMO) pursue opportunities to provide DCM demonstrations to user communities.


· DFAS (DDRS PMO) begin application training as soon as possible for the Central Sites, Field Sites, and customers.


· DFAS Central Sites use the DCM for third quarter FY 2003 reporting.


2.2.4.2 Timeframe


These recommendations should be implemented immediately to support use of the DCM for the second quarter FY 2003 reporting cycle.


2.2.4.3 Training Requirements


The DDRS PMO would need to provide user training on the DCM to the various user communities (DFAS Central Sites, Field Sites, and Components (down to the installation level)).  The DDRS PMO has estimated that travel and training costs would be $15,000.


2.2.5 References


Information for this opportunity was obtained from GFI, site visits, and meetings with the DDRS PMO and DFAS Arlington.  The leading practice information was obtained from the FMMP FSI Leading Practices Deliverable, Version 4.0.


2.2.6 Attachment


Attachment 1:  Data Collection Module Briefing.  This information is GFI, provided by the DDRS PMO.


2.3 Develop Selected Notifications within the Defense Departmental Reporting System


2.3.1 Recommendation


The Defense Departmental Reporting System (DDRS) Program Management Office (PMO) should enhance DDRS to provide a notification capability.  Specifically, DDRS should be modified for two notifications:  1) create an automatic notification to the trading partner buyer when changes are made to a trading partner line item, and 2) create an automatic notification to DFAS Arlington when the footnotes database is changed.  These recommendations should be implemented by March 31, 2003, to impact the second quarter reporting cycle.

2.3.2 Rationale


2.3.2.1 Current Condition


Notification of Changes to Trading Partner Data.  Currently, when the seller changes its general ledger account balance that affects trading partners, a pop-up message appears in DDRS.  The accountant must then remember to send the information to the buyer as to what account and the dollar amount of the change.  Creating an automated notification function within DDRS would facilitate the buyer taking the necessary action to adjust its records, and it would create a record of the change.  This feature would be activated after “lockdown” of trading activity, when late changes to trading partner balances have the most impact on the compilation process.  


To provide a “quick solution” to this situation, the DDRS PMO enhanced the DDRS Inventory Screen so that it indicates the date of the last trading partner change processed.  This allows all users to see when the last change was made to the trading partner data.

Notification of Changes to Footnote Information.  Agency-wide footnote narrative development is a highly manual process.  Notes are manually rolled up (copied) from Components to Agency-wide, and then re-written at an Agency-wide perspective.  However, in most notes, the variances or explanations are a combination of lower level data.  For example, after DFAS Arlington has explained a $100.0 billion increase in an account, another organization will either make a change (decrease by $20.0 billion) or provide additional information to support a number or a change to a number.  DFAS Arlington writes the narrative about the increase of $100.0 billion, using supporting tables, etc., but the number has changed to an increase of $80.0 billion.  The statements and/or notes no longer link.  Without some type of notification mechanism, DFAS Arlington needs to review every note for every Component. 

2.3.2.2 Leading Practice


Private sector organizations that have accelerated their financial reporting have relied on application of leading technologies as a key component of their strategy.  For example, Cisco developed Internet applications and other tools to consistently report operating and financial data.  

2.3.2.3 Application and Impact to DoD


DoD can employ this leading practice through the development of automatic notifications in DDRS.  This would standardize the process so that appropriate personnel receive the information they need.  In addition, it automates a process that currently takes place manually, improving timeliness and accuracy of information.  


Two of the DFAS Centers estimated that the automatic notification of changes in trading partner data would save an estimated 6-8 hours, and it would reduce the days required to compile the financial statements by one (1) day.


For the footnote notification, DFAS Arlington indicated that, currently, 10-12 individuals spend 1-2 days re-reviewing Component-level footnotes to verify that subsequent changes have not been made that would impact the Agency-wide statements.

2.3.3 Design


2.3.3.1 Assumptions


There are no assumptions related to this recommendation.


2.3.3.2 Constraints


Implementation of this recommendation requires the involvement of the Central Design Activity (CDA) at DFAS Cleveland who would develop the capabilities.  Therefore, creating these notifications is dependent on the CDA’s schedule and priorities.


2.3.3.3 Process Change Requirements


Creating automatic notifications within DDRS would simply automate two processes that are currently performed manually.  For trading partner data, DDRS will automatically send an email notification to the buyer when trading partner data is changed.  This feature would be activated after “lockdown” of trading partner activity, when late changes to trading partner balances have the most impact on the compilation process.  In addition, for footnotes, DDRS would send an automatic email notification when footnote information is changed.  This feature would be activated once the Agency-wide process has begun.

2.3.3.4 Technology Issues


The CDA performed an assessment of the work to develop the trading partner notification.  It estimated the development effort would take approximately 30 days and would cost $40,000.  It identified the following potential issues:


· Data manipulation transactions will be slower.


· Users may receive as many as 500 emails per day with an average of 120 per day. One solution is to “turn on” this email feature after “lockdown” when the volume of trading partner activity should be very low, and the need for communication of changes is high.


· The DDRS initiative to convert to Oracle Reports will be negatively impacted due to resource allocation.  


An estimate has not been developed for the footnote notification.


2.3.3.5 Stakeholder Requirements


This recommendation would affect the DFAS Central Sites, DFAS Arlington, and the DDRS PMO.  It would not require any significant changes to roles and responsibilities.  The DDRS PMO would need to notify appropriate users when development was complete.


2.3.4 Implementation Strategy


2.3.4.1 Approach


The DDRS PMO should immediately initiate development of both notifications with the CDA.


2.3.4.2 Timeframe


Development of the notifications should be completed by March 31, 2003, to be implemented for the second quarter FY 2003 reporting cycle.


2.3.4.3 Training Requirements


There are no training requirements associated with this recommendation.  The DDRS PMO will need to notify users of the system change once it is operational.


2.3.5 References


This opportunity was identified during the site visits and further developed through meetings with and GFI from the DDRS PMO and DFAS Arlington.  The leading practice information was obtained from the FMMP FSI Leading Practices Deliverable, Version 4.0.


2.4 Assess Selected System Functionality


2.4.1 Recommendation


The Financial Management Modernization Program (FMMP) Program Office should assess certain system functionality to make the financial statement compilation process more efficient in the interim period before the Financial Management Enterprise Architecture (FMEA) is operational.  The following identifies specific functionality to be assessed:


1. Modify the Defense Industrial Financial Management System (DIFMS) to automatically generate a detailed Seller Elimination Report (SER) of revenue, accounts receivable, and unearned revenue by trading partner.


2. Provide the function of transaction editing through queries of the Standard Finance System (STANFINS) to Field Sites that use STANFINS; leverage the queries established for STANFINS to develop similar queries for other systems.


3. Modify the payroll system software in the Defense Joint Military Pay System (DJMS) for each Service platform to allow for a report to accurately calculate the military leave accrual by basic symbol at month end.


4. Develop a database program to import electronic files from “off-line” sources (entitlement, debt management and field accounting systems) that will compile the data and allow accountants to extract the information needed to record public accounts receivable quickly and in a standardized format.


5. Re-deploy the functionality of an upfront edit environment at the Defense Finance and Accounting Service (DFAS) Denver Field Sites during monthly processing.


The approval process should begin immediately to maximize use of the enhanced capabilities.


2.4.2 Rationale


2.4.2.1 Current Condition


During the workshops and site visits conducted by the Financial Statement Initiative (FSI) team, opportunities were identified to improve the financial statement compilation and production process through enhancements to specific systems involved in the process.  The following describes each of the conditions identified by the FSI team:


1.  Detailed SER by Trading Partner in DIFMS.  The Defense Industrial Financial Management System DIFMS is the accounting information system used by the Depot Maintenance and the Research and Development business areas of the Navy Working Capital Fund (NWCF), as well as by several Air Force logistics centers.  This recommendation originated in the NWCF environment.  Field Sites in the DFAS Cleveland network (serving the Navy) are required to complete a SER.  The SER contains the following information, by appropriation symbol and subhead: accounts receivable, unearned revenue, revenue, debt, accrued interest, and principal payment.  Completed SER's are submitted to the DFAS Cleveland NWCF Audited Financial Statement (AFS) Team.  DIFMS has not been enhanced to produce the detailed information required to complete the SER.  Specifically, DIFMS cannot report revenue, accounts receivable, and unearned revenue by trading partner.


In response, the DFAS Charleston Field Site has developed a process to extract information from DIFMS and format that information for completion of the SER.  The process utilizes commercial desktop applications and internally developed macro routines.  The routine that is followed is: 


1. Extract an outstanding accounts receivable report from DIFMS that consists of: bill number, bill date, amount.


2. Extract a billing history report from DIFMS (sometimes from three separate regions of the DIFMS database) to associate customer with the outstanding accounts receivables derived from step 1.  This report contains: bill number, customer, and reimbursable sponsor.


3. Extract a report of revenue sources that contains: appropriation symbol and document number that links to the sponsor derived from step 2. This step links the accounts receivable to the appropriation, via the sponsor. 


4. Sort the consolidated information derived from steps 1-3 by customer code, department, fund, and appropriation symbol.


5. Populate the required SER accounts receivable information.


6. Extract a report from DIFMS of billed to date amounts in order to populate the required SER revenue information.


7. Classify the SER information by DDRS entity codes.


While this has taken substantial time out of the manual process, it is still, in all practical purposes, a manual process.  Likewise, other DFAS Field Sites in the Cleveland network have developed their own individual processes to retrieve this information.  Naturally, the level of manual effort that remains varies among the individual sites.


The enhancement to DIFMS will provide the SER information required for DDRS without manual manipulation, improving data quality while reducing the processing time from 2-3 days per customer to one (1) day.


DFAS Cleveland has a pending System Change Request for this enhancement.  This change would be limited to areas of the Navy Working Capital Fund (NWCF), as well as several Air Force logistics centers that utilize the DIFMS system.  


2.  Transaction Editing through Queries of STANFINS.  Currently, the DFAS Rome Field Site has developed local STANFINS queries to help capture “Electra-type” errors to edit its accounting transactions throughout the month.  Electra is the edit module of the departmental level Headquarters Accounting and Reporting System (HQARS) for DFAS Indianapolis.  Once the errors are identified, DFAS Rome performs the necessary adjustment in STANFINS within the month to mitigate recurring errors.  This continuous editing of transactions should reduce the number of edits at month end.  


DFAS Indianapolis Field Sites perform the Electra process at month end.  Initial edit checks are done after the 3rd business day by DFAS Indianapolis to check the field’s data for valid RDTs (Report Data Types), dates, basic symbols, RSC (reimbursable source code), appropriations, etc.  An error listing is produced and sent to the Field Sites through the Electra process and the Field Sites work their edits/errors.  DFAS St. Louis personnel noted, during a workshop conducted by the FSI team, that they do not edit their transactions throughout the month as DFAS Rome does, even though St. Louis uses the Standard Business Operation and Maintenance, Army Research and Development System (SOMARDS).


This opportunity for improvement could be relevant for all Field Sites in the DFAS Indianapolis network that do not edit their transactions throughout the month, regardless of accounting system used.  These same queries should also be applied to other accounting systems that currently are not edited throughout the month (e.g., SOMARDS, the Corps of Engineers Financial Management System (CEFMS) and the Standard Accounting, Budgeting and Reporting System (SABRES)).  This change could potentially save two (2) days and 192 man-hours from the compilation process.  


3.  Report to Calculate the Military Leave Accrual by Basic Symbol at Month End in DJMS.  Currently, DJMS sends a leave accrual report by basic symbol to DFAS Central Sites and DFAS Field Sites.  The report does not correctly calculate the military leave accrual.  The report shows the ending balance of the military leave accrual, amounts of leave accrued, leave taken and leave sold.  Each category of leave (accrued, taken, and sold) is downloaded in a separate report.  For example, at DFAS Indianapolis, the Departmental Accounting, Military Pay Branch must (1) develop a spreadsheet to properly calculate the ending military leave accrued balance, (2) take the accrued leave less leave sold and taken, and (3) add that to the ending balance of military leave accrual from prior period.  This calculation must be done for each basic symbol.  A similar manual process and calculation is done at DFAS San Bernardino, a DFAS Denver network Field Site.  


This functionality would be applicable for each Service and, depending on where this calculation is performed, each DFAS Field Site or DFAS Central Site.  Per DFAS Indianapolis, this change would save 64 hours for the year at its site.


4.  Database Program to Import Electronic Files from “Off-Line” Sources to Compile the Data Needed to Record Public Accounts Receivable.  The DFAS Indianapolis network budget execution accounting systems only recognize Military Interdepartmental Purchase Requests (MIPR) as valid receivables for customer orders and earnings.  However, there are many “off-line” sources that are necessary to capture debt and receivables transactions/data due from the public.  The various sources of information not captured by the field accounting systems are: 


· Defense Joint Military Pay System (DJMS).


· Defense Debt Management System (DDMS).


· Contractor debt system.


· Mechanization of Contract Administration Services (MOCAS).


· Bankruptcy Transportation.


· Defense Civilian Pay System (DCPS).  


Each of these systems/sources sends its data to DFAS Indianapolis in a variety of formats that are mostly text but could also consist of:  Microsoft (MS) Excel spreadsheets/workbooks, MS Word documents, electronic report format, and/or faxes.  DFAS Indianapolis uses many spreadsheets to capture the data necessary to record receivables and to reconcile the general ledger to the certified budgetary information.


A database program is needed to import electronic files from these “off-line” sources that will compile the data and allow accountants to extract the information needed to record public accounts receivable quickly and in a standardized format.  The files that arrive in the form of attachments via email will need to be saved in one central location prior to import.  The database would then import and compile the attachments for extraction and/or reporting.


DFAS Indianapolis accountants estimate it takes approximately half a day per off-line source to extract and input information to the accountant’s MS Excel worksheet.  Therefore, developing a database program could potentially save the person who normally performs this process approximately 32 hours or four (4) workdays.  However, per the DFAS Indianapolis Audited Financial Statements (AFS) Team, this change will not currently affect the financial statement compilation schedule as the current Schedule 9 (public receivables) process is completed before the AFS Team imports the trial balances into the Defense Departmental Reporting System (DDRS).  However, the interim financial statement compilation schedule may be affected during the accelerated FY 2004 reporting due dates.


Other Central Sites may consider similar changes to improve their process for recording public accounts receivable.


5.  Upfront Edit Environment at DFAS Denver.  Currently, accounting data edit errors are identified after month end by DFAS Denver and corrected in the accounting records by the Field Site the next month as unrelated exceptions.  By entirely shifting the edit process to the Field Site during the month, DFAS Denver can focus on the task of preparing the financial statements while Field Site personnel focus on improving data quality.  A preliminary upfront edit program was devised but was “turned off” after operational difficulties.  The edit program is currently being re-deployed to edit base level accounting data (e.g., General Accounting and Finance System – Base Level (GAFS-BQ)) for the Field Site to analyze and resolve throughout the current month.  


This initiative is currently in development by DFAS Denver systems personnel.  

2.4.2.2 Leading Practice


Private sector organizations that have accelerated their financial reporting have relied on leading practices in the area of technology: 


· Enterprise-wide systems embody business requirements.


· Single point of data entry with validation and correction of data at source.


· Real-time ability to research and query data.


· Application of leading technologies.


For example, Henkel (a German home-care products) implemented a group-wide database that streamlined the reporting process by 10 days.  


2.4.2.3 Application and Impact to DoD


DoD can apply the above leading practices through the system enhancements outlined in this section.  These initiatives will address current business requirements, automate processes that are currently manual, improve timeliness, mitigate/eliminate data manipulation while improving the quality of data, and reduce time needed for the close process.


2.4.3 Design


2.4.3.1 Assumptions


The following are inherent assumptions for the enhancements described above: 


· The time savings and efficiency gained will be channeled to reducing the overall time to produce the AFS, rather than additional AFS analysis.  


· These enhancements are interim solutions, which will be replaced by future permanent solutions developed through FMEA. 


· Existing expectations and plans (some sites are already working towards these enhancements) will remain consistent.


2.4.3.2 Constraints


While certain specific constraints will vary for each unique system enhancement described above, the following general constraints have the potential to significantly limit each of them:


· A preliminary cost benefit analysis may determine that it is more efficient to concentrate available resources on those system assets that have longer projected useful lives. 


· Funding for financial systems enhancements may be constrained by future DoD initiatives and commitments with higher priorities.   


· Shortages of human capital (technical and functional) may constrain the acquisition of required personnel resources. 


2.4.3.3 Process Change Requirements


Various process changes will results from the system enhancements described above.  The specific process detail will vary considerably based on the specific enhancement.  However, the general process changes that will result are:


· Current DFAS Central Site responsibilities for data collection will shift to DFAS Field Sites.  


· Reports, such as the SER, will be generated automatically, rather than manually.  


· Manual processes to collect and process data, such as accounts receivable aging, will be automated.  


· Processes to edit data in source system, such as STANFINS, will be performed earlier in the accounting period. 


· Manual calculations, such as military leave accruals, will be automated.


2.4.3.4 Technology Issues


The enhancements described above involve multiple systems, across several DFAS customer networks.  Each system environment has its own hardware and software platform issues, program office requirements, customer requirements, and technical resource issues.  Therefore, each enhancement presents its own unique technology issues.  However, the following general technology issues have a potential significant impact on the each:


· Each program office and effected DFAS Site will have to further analyze the technological feasibility of the initial configuration, and as specifications are modified.    


· Individual Program Managers will have to approve the technical requirements for enhancements, and allocate technical resources.


· New system configurations will require new data configurations and definitions (e.g., adding DDRS entity codes to an enhance DIFMS system). 


2.4.3.5 Stakeholder Requirements


The enhancements described above will have an impact on the following stakeholders: 


· The Military Department and Other Defense Organizations (ODOs) Financial Management offices, as owners of the system data, and as owners of their piece of the financial reporting schedule.


· The individual Military Departments and ODOs activities that process transactions through the systems described above.  


· DFAS Field Sites, where data collection takes place.


· DFAS Central Sites responsible for the systems and their piece of the financial reporting schedule.


· DFAS Arlington and the Office of the Under Secretary of Defense (Comptroller) (OUSD(C)), which have overall responsibility for the AFS schedule and production. 


2.4.4 Implementation Strategy


2.4.4.1 Approach


While the specific implementation strategy for each of the unique system enhancement described above will vary, the following general approach is applicable:

· Where applicable, individual system analysis should be completed to determine.


· If not previously completed, detailed system requirements should be defined and documented, and preliminary implementation schedules should be developed.  These plans may, or may not, require formal SCR documentation.  


· Submit requirements and implementation plans through the appropriate level of review.  The level of required review will vary by the nature and extent of the system enhancement.   


· Once approval is obtained, establish the funding and operational structure for the project (e.g., establish the appropriate funding codes to charge, the implementation team).    


· Implement and test the enhancement.


· Based on testing, modify the requirements and definitions as necessary.  


2.4.4.2 Timeframe


Each of these recommendations is in varying stages of the project acceptance process.  With proper approval however, each of these recommendations can be implemented as early as the second or third quarter of FY 2003.   


2.4.4.3 Training Requirements


The training requirements will vary based on the nature of the specific system enhancement described above.  In general, these enhancements will require significant training for DFAS Central and Field site personnel currently performing manual data collection and editing.  As a result of the above enhancement, all or most of these processes will become automated.  Specific training requirements and schedules will be defined by each DFAS site and system program office responsible for individual enhancements.   


2.4.5 References


These opportunities were identified during site visits conducted by the FSI team with the DFAS central and Field Sites.  The leading practice information was obtained from the FMMP FSI Leading Practices Deliverable, Version 4.0.


2.4.6 Appendix


Appendix C contains the SCR for DIFMS as well as information obtained by the FSI team about the system change.  The SCR is GFI, provided by DFAS Cleveland.


· C-1:  DIFMS SCR.


· C-2:  DIFMS System Information.


2.5 Implement Selected Metrics and Develop a Comprehensive Financial Statement Compilation Balanced Scorecard/Dashboard


2.5.1 Recommendation


The Office of the Under Secretary of Defense (Comptroller) (OUSD(C)) and the Defense Finance and Accounting Service (DFAS) should employ a two-phased approach to developing a balanced scorecard/dashboard:


Phase I (DFAS Arlington):  Implement selected metrics to show the progress of financial statement compilation to managers and employees


· Scheduled milestones met.


· Overtime as a percentage of total hours worked on financial statement compilation.


Phase II (OUSD(C)): Provide an approach to developing a comprehensive performance management capability that will


· Demonstrate the performance of financial statement compilation to the whole financial management community.


· Enable performance management and strategic planning.  


Phase I could be completed by the end of March 2003.


2.5.2 Rationale


2.5.2.1 Current Condition


OMB has issued Bulletin 01-09, which prescribes the new and accelerated timelines for producing financial statements.  This new requirement calls for an enterprise-wide capability for measuring progress against these timelines and overall performance.


Currently, performance measurement is not standard across the enterprise and process performance in compiling financial statements is not visible to the DFAS leadership and the Department of Defense (DoD) financial management community.  Balanced scorecards/dashboards
 (i.e., performance measures and metrics) are utilized across DFAS and DoD, but performance measurement activities are not well coordinated throughout the financial management community.  Key limitations are: orientation toward reports versus information, unclear governance of performance management, lack of common performance measures and visibility across DoD, and lack of a centrally developed schedule showing milestones at all levels.  These constraints inhibit the identification of key information dependencies needed to develop an enterprise performance perspective.  (OUSD(C)) is developing DoD-wide performance measures; however, standard performance management practices have not been institutionalized for financial statement compilation across the enterprise.  For example, while efficiency indicators (such as timeliness) are already being collected at each Central Site for its network, the metrics are not comparable across Central Sites).  


The Financial Management Modernization Program (FMMP) was launched to address the fundamental, long-term need to transform the enterprise financial management business environment.  In the interim, the Financial Statement Initiative (FSI) addresses the near-term goal of assisting DoD in meeting the interim financial statement reporting requirement deadline mentioned above.  The components of FSI consist of identifying improvements to the current financial statement compilation function to make it more efficient, while aligning FSI work products with the Financial Management Enterprise Architecture (FMEA).


The FSI-proposed metrics and underlying performance management capability should eventually be incorporated into the OUSD(C) performance metric program. The proposed metrics will fit under the Efficiency Indicators Type and into the Management Initiative Decisions category of the framework that OUSD(C) uses to organize its metrics. 

2.5.2.2 Leading Practice


The goal for this Quick Win combines two leading practices – performance measurement and continuous process improvement – into a single concept of performance management.  The first phase sets the short-term performance baseline for a performance management capability, and the second phase further develops the capability while supporting the longer-term FMEA objectives.  Use of a balanced scorecard/dashboard is an established commercial and government leading practice.  Moreover, the linkages between the strategic planning methodology as applied to DFAS and the financial statement compilation scorecard/dashboard ultimately supports DFAS’ and DoD’s scorecard, the Government Performance and Results Act (GPRA), and the President’s Management Agenda.  Some examples of these leading practices in private industry are:


· Alcoa developed a balanced scorecard with key metrics to monitor the process and make improvements based on where problems occur.


· Raytheon sets performance goals at every level and supports each unit with a process manager and specific technology resources.


· IBM and AMS, using performance metrics and through continuous process improvement, reduced days-to-close from 17 to seven (7) and 16 to six (6), respectively.


2.5.2.3 Application and Impact to DoD


DFAS Arlington and OUSD(C) can adopt this leading practice, using the measurements to better manage the progress and improve the performance of the organization and its people in meeting reporting goals.  Using measurements will provide a common understanding of a larger goal (e.g., timely compilation of financial statements) and how each participant in his/her assigned role and responsibilities relates to that goal.  Highlighting the intra- and inter-dependencies will create common expectations for all stakeholders, provide a basis for comparison, enforce accountability, and reinforce desired behaviors.  A balanced scorecard/dashboard helps managers answer questions like, “How do we know and show progress in realizing our objective(s)?”  Because it is equally important to demonstrate progress and show any cause-and-effect relationships between planned activities, behaviors, and performance a shared financial statement compilation balanced scorecard/dashboard is comprised of both performance and progress measurements.  Developing a performance management capability helps illustrate these cause-and-effect linkages requiring both interim metrics and visibility across the organizations involved in financial statement compilation.


The quantitative and qualitative information will be used to improve the timely delivery of interim financial statements. Because the major focus of this initiative is the accelerated compilation of interim financial statements, the proposed metrics are more process and organization focused as compared to the DFAS and DoD financial metrics presently being collected.  And, the proposed metrics can be used to measure interim and financial statement performance.  The two phases are described below.


1) Implement selected metrics to show the progress of financial statement compilation to managers and employees.


DFAS Arlington will be responsible for coordinating, collecting data, analyzing and consolidating, and reporting performance on scheduled milestones met and overtime as a percentage of total hours worked.  The two metrics provide almost immediate visibility to the financial statement compilation process.  Samples of the data collection templates are featured in Appendix D, section D-1.


Measuring performance is more than a set of metrics that must be collected – it is a critical component of the performance management function.  Metrics for a specific function, e.g., quarterly financial reporting, should be explicitly linked to DoD-wide functional and enterprise measures.  However, in the short-term, stand-alone metrics underscore the location and qualification of pain points.  Ultimately, the metrics above should be folded into the larger, and holistic, balanced scorecard.


2) Provide an approach to developing a comprehensive performance management capability.


Phase II builds on the results from Phase I which will have provided a DFAS-wide performance baseline.  Subsequently, bridge activities between Phase I and II need to be developed to build the comprehensive performance management capability (Appendix D, section D-2 outlines the methodology used to (and proposed for) developing the illustrative balanced scorecard/dashboard, including an illustrative Performance Management Concept of Operations).  Eventually, governance
 of performance management would be transitioned to OUSD(C); DFAS Arlington would continue to be responsible for measuring the performance of the financial statement compilation function while assuring strategic alignment of financial statement compilation progress and performance measures and related metrics to DoD’s financial management strategy.  Appendix D, section D-3 illustrates a balanced scorecard/dashboard in greater detail.


Phase I is the first step to developing a comprehensive performance management capability; some adjustments will have to be made for Phase II to support the evolution of performance measurement to performance management.  The benefits are described and categorized below by phase, using the four perspectives of a balanced scorecard – Customer, Internal/Process, Knowledge and Learning, and Financial:


		PHASE I:  BENEFITS


METRICS:  (1) Scheduled Milestones Met; (2) Overtime as a Percentage of Total Hours Worked Compiling Financial Statements



		Customer Perspective (Business Results)

		Internal/Process Perspective



		· (Not applicable for Phase I)

		· Process:  Establishes a performance baseline for Q2 & beyond; as well as for other FSI opportunities for improvement


· Process:  Provides quick feedback on the first period requiring financial statements in 45 days


· Process:  Serves as a manageable way to measure the process – gradual implementation is first part of a release plan which minimizes risk and allows for learning and adaptation



		Knowledge and Learning Perspective

		Financial Perspective



		· Process:  Gets employees thinking about performance measurement and process improvement from a functional perspective

		· (Not applicable for Phase I)





		PHASE II:  BENEFITS



		Customer Perspective (Business Results)

		Internal/Process Perspective



		· Supports Government Performance Results Act (GPRA)


· Supports President’s Management Agenda


· Communicates priorities and results clearly to employees
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		· Process/People:  Draws direct relationship between what is measured with the ability to find solutions


· Process:  Highlights processes that need improvement, realignment, etc.


· Process:  Highlights processes that work well or should be shared across other business areas


· Process/People:  Enhances visibility and accessibility of requirements and statistics


· Process/People:  Brings visibility and is part of establishing a performance baseline



		Knowledge and Learning Perspective

		Financial Perspective



		· Process/People:  Enables continuous improvement


· Process/People/Technology:  Highlights application of leading practices


· People:  Encourages desired behaviors in individuals, business units


· Process:  Enables comparison and benchmarking

		· Process/People:  Supports resource optimization








Phase I activities are described in the Implementation Strategy below, while Phase II activities are better developed with senior management because of their longer-term natures and need to jointly address ways to manage change.  Appendix D, section D-4 provides illustrative measures and metrics aligned to the four perspectives of a Financial Statement Compilation balanced scorecard.


2.5.3 Design


2.5.3.1 Assumptions


The following assumptions were made for this recommendation:


· Building performance management capability (i.e., Phase II) and measures will be derived from the enterprise strategy.


· Both Phases will be incorporated into the FMMP Transition Plan.


· Performance will be managed from a DoD-wide perspective.


· The performance management function (i.e., using scorecard/dashboard results to improve performance) is owned by OUSD(C) but executed by all members of the DoD financial management community.  More specifically, the coordination of the scorecard is centralized in OUSD(C) but a more decentralized approach is used to collect and report data throughout the DFAS and DoD organizations. 


· Central schedule for producing financial statements is established only once, i.e., not revised after initial communication and distribution, and is available to all members of the DoD financial management community.


2.5.3.2 Constraints


The following constraints were identified: 


· The financial statement compilation vision and strategy – the basis for the scorecard/dashboard – has not been developed jointly with OUSD(C) and DFAS.


· Many customers do not understand their role in the year-end/interim financial statement process because they are disconnected from the process.

· Governance of performance management is not institutionalized today, creating varied levels of commitment from leadership and stakeholders; and developing and implementing that capability will require cross-organization cultural change.


· The reliability of the data cannot be guaranteed due to the manual input of data at various locations.


· Systems fragmentation makes collection of data labor intensive and error-prone.


· Financial performance metrics are disparately collected by DFAS and OUSD(C) and do not seem to be centrally coordinated.


2.5.3.3 Process Change Requirements


Currently, performance metrics that measure scheduled milestones are collected at a Central Site level rather than a DFAS-wide level.  Metrics need to be comparable across Central Sites thus requiring process and role realignment in Phase I as described under “Stakeholder Requirements.”  Building the comprehensive performance management capability in OUSD(C) in Phase II will require process changes and requisite process and role realignment.  More specifically, OUSD(C) would be responsible for governing and reporting performance management across the financial management community.  However, throughout the process change the coordination at the Central Sites remains a part of the more centralized management at DFAS Arlington. 


2.5.3.4 Technology Issues


Five key processes of performance measurement – performance measure and metrics development, template distribution, data collection, data analysis and integration, and results reporting – can leverage different technology options.  For example:


· e-Mail of MS Excel data collection templates and PowerPoint files of results.  This option will be used during Phase I.


· Web-enabled data collection and reporting; options consist of (1) using the FMMP portal capabilities as a prototype for Phase II development and implementation, or (2) using the DFAS web-site.


Data query/mining, data warehousing, networking and collaborating capabilities, data analytics, and knowledge management are examples of systems capabilities that may be determined necessary in Phase II to collect data for more complex metrics and to further automate the metrics process.


2.5.3.5 Stakeholder Requirements


DFAS Arlington would be responsible for coordination performance measurement during Phase I.  While primary stakeholders and their roles are described in the table below, other stakeholders consist of DFAS employees who execute and support financial statement compilation processes, DFAS customers (components and ODOs), and OUSD(C).


		PROCESS

		STAKEHOLDER ROLE



		Develop performance measures 

		DFAS Arlington/FSI Team



		Develop corresponding performance metrics 

		Create metrics:  DFAS Arlington/FSI Team


Finalize: DFAS Arlington/FSI Team (to facilitate strategic alignment) 



		Develop data collection approach

		FSI Team



		Complete and transmit templates

		Assigned POCs representing financial statement compilation business units (respondents): four (4) Central Sites, DFAS Arlington, ODCFO, OUSD(C)



		Integrate and analyze data

		FSI Team



		Finalize and communicate results

		DFAS Arlington





OUSD(C) would govern performance management in Phase II; primary stakeholders and their roles are described in the table below.  Other stakeholders consist of those in Phase I as well as DFAS customers, the Department of Treasury, and other Federal agencies, e.g., Department of Labor, Department of State, and Office of Personnel Management.


		PROCESS

		STAKEHOLDER ROLE



		Develop performance measures 

		OUSD(C)



		Develop corresponding performance metrics 

		Create metrics:  Financial management business units, collaboratively with OUSD(C)


Finalize: OUSD(C) (to facilitate strategic alignment) 



		Develop data collection approach

		OUSD(C) and DFAS Arlington



		Complete and transmit templates

		Assigned POCs representing financial statement compilation business units (respondents)



		Integrate and analyze data

		DFAS Arlington



		Finalize and communicate results

		OUSD(C)





2.5.4 Implementation Strategy


The scope of the Financial Statement Compilation Dashboard is:


· The set of activities executed within the financial statement compilation function and the management activities governing this function


· Qualitative and quantitative performance information collected from (1) people involved in financial statement compilation; and/or (2) DoD financial systems


2.5.4.1 Approach


The overall approach to implementing performance measurements and management is to leverage existing data collection processes and to avoid micromanaging field personnel who are “closer” to the data and may more appropriately know how to collect it and from whom.  DFAS Arlington will be responsible for facilitating the data collection process.  A central point of contact will be established at DFAS Arlington who will manage the distribution and collection process, communicate guidelines about collecting data to the field, and answer any questions from the field about their responsibilities.  The data collection templates will be distributed to one point of contact at each Central Site.  These persons will be responsible for facilitating, in the manner they see fit, the data collection to accurately populate the templates from the necessary people at their location.  Tasks and related activities for Phase I – Implement Selected Metrics are as follows:


· Plan (DFAS Arlington).


· Finalize stakeholders and key POCs.


· Develop materials (completed by FSI team).


· Develop data collection vehicle (completed by FSI team).

· Prepare announcement (in progress by FSI team).


· Refine/validate processes and performance measures.


· Refine/validate all roles and responsibilities (see “Stakeholder Requirements” section above).

· Develop schedule.


· Validate scoring methodology and report format.


· Develop/Launch (DFAS Arlington).


· Formalize (make) announcement.


· Conduct VTC.


· Align schedules.


· Create scenarios and run simulation.


· Adjust as necessary.


· Distribute information packet and collection tool.


· Execute (joint process with respondents and FSI team, see below).


· Populate data collection templates (Respondents – Central Sites, DFAS Arlington, ODCFO, OUSD(C)).


· Collect templates (FSI team).


· Perform quality check (e.g., checking results and following up with non-respondents) (FSI team).


· Analyze Data/Communicate Results (DFAS Arlington).


· Validate data.


· Analyze data.


· Create management detail report.


· Communicate results.


· Evaluate (e.g., lessons learned, process review, etc).


· Make adjustments.


Tasks for Phase II would likely adopt similar activities as described above, but take on a more conventional project construct – e.g., planning, bridging, visioning and strategy, design, development, testing, and implementation.  Activities would also be more detailed within Phase II. 


2.5.4.2 Timeframe


Phase I could be completed in approximately four weeks.  The optimal timeline for Phase II is dependent on completion of Phase I and is better developed jointly with senior management.


2.5.4.3 Training Requirements


Essentially, Phase I and II will have the same elements of training (although the sub-components and requirements for Phase II will be more detailed).


· Audience(s).  This would consist of the points of contact at each Central Site and managers who will interpret the data.


· Training goal(s).  For each audience; for example, points of contact at each Central Site should understand what is necessary to collect the data for the metrics and how the metrics will be used by DFAS and DoD leadership.  


· Methodology/Processes.  General training should be conducted before the initial spreadsheet templates are sent out to the points of contact. The intent and corresponding content of the first training effort would impress upon them the importance of this effort and the details of their responsibility in collecting data. After collecting and publishing the first quarter metrics, DFAS leadership should communicate feedback to the key points of contact so they know how to better collect and represent the data.  A complete communication loop will enhance the quality of the metrics and the key points of contact role in collecting metrics.


· Training Materials.  This would consist of templates, information packet, contact list, and processes.

· Training Medium.  Conference calls, VTCs, e-mail, and other medium could be used to, for example, train points of contact on methods and responsibilities.  As a follow up, after the templates are distributed more detailed instructions should be given to the points of contact so there is a good understanding of the methodology used to collect the data to populate the template.


2.5.5 References


· “Sample Finance Performance Measures,” Working Council for Chief Financial Officers, Corporate Executive Board publication, September 2002.
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· IBM Intellectual Capital, including balanced scorecard/dashboard deliverables.


· Hubbard, Bryan.  “DFAS Works to Make the Grade – Balanced Scorecard Continues to Help DFAS People See Progress,” Corporate Communications, https://baa.dfas.mil/baa/article.jsp?id=100&pt=true.


· DoD Financial Indicators Program, OUSD(C) Presentation.  January 16, 2003.


·  “1st Quarter FY 2003 Draft Schedule,” Attachment 1, distributed on January 8, 2003.
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2.5.6 Appendix


Appendix D contains additional information and examples to develop a balanced scorecard/dashboard.


D-1: Sample Data Collection Templates, Phase I.


D-2:  Approach for Developing a Comprehensive Balanced Scorecard/Dashboard Phase II.


D-3:  Description of the Comprehensive Balanced Scorecard/Dashboard, Phase II.


D-4:  Illustrative Financial Statement Compilation Balanced Scorecard.


2.6 Cash Acceleration and Reconciliation


2.6.1 Recommendation


Accelerate Cash Reporting throughout the financial close process by Deferring Selected Cash Reconciliation and Related Data Clean up and Correction Efforts 


The following initiatives focus on activities beginning with transactions where cash is disbursed or collected through the time they are finally reported on department-wide financial statements.  The main components are:


6. Treasury Reporting and related requirements.


7. Cash consolidations and reconciliations at Field and Center Sites.


8. Data quality issues at various stages of financial processing.


Leading Practice examples will contribute in designing a roadmap to implement a standardized approach for reconciliation and data cleanup efforts.  


The Financial Management Modernization Program (“FMMP”) and Government Wide Accounting (“GWA”) efforts, and Department of Defense (“DoD”) innovative practices continue to improve the financial close process by addressing data quality issues at the source level.  Leveraging these important initiatives with a well-planned approach, based on corporate leading practice methodologies that have made considerable improvements in timeliness and data quality, will be the foundation of the plan.  


Problem Statement


Given the voluminous expenditure data that is processed, transactions containing erroneous or missing data at the time of posting, or when cash is expended, cause a bottleneck in the financial close process due to the inability to match cash activity with the related accounting record.  Resources are spent trying to clean up and correct irreconcilable data at a time-sensitive and critical juncture in the financial reporting cycle.  Reconciliations and data clean up efforts should have a streamlined, well-planned approach.


Quick Win #1:


A key component of this initiative is to make the post-close data cleanup and error correction efforts a coordinated and standardized approach.  In order to effectively implement this effort, it is recommended that DFAS-IN set up a Cash Management Department (the “group”) that will be focused on cash reconciliation and reporting processes.  The group will begin with identifying issues surfacing at the time of initial Treasury reporting and reconciliation, and develop a roadmap to investigate root causes of problems that have surfaced, working back to the source where posting errors or omissions have occurred and work to resolve those issues prior to the next close.  (See Leading Practice example: Cisco Systems, Inc.)  They will also investigate bottlenecks occurring at Field and Center Sites during cash posting, reconciling, consolidation and final reporting. Beginning with monthly balancing with Treasury, the accelerated reporting requirements will support this effort in that inherently there will be limited time to rework data prior to submission.  Accelerated financial statement timelines will be another impetus to streamline the cash reconciliation process at each subsequent reporting level.


DFAS-IN is recommended as the initial location due to the volume of expenditure transactions processed there, and the Treasury consolidation and reporting function located there.  It is also where consolidation, reconciliations, and related adjustments of cash take place for producing department-wide financial statements.  While the Cash Management Department would be headquartered at DFAS-IN, a main function of the group will be to develop a roadmap defining where concentrated efforts should be focused – at DFAS-IN and in other DoD entities.  The group will refine and modify the roadmap as root causes emerge at each reporting level.


Quick Win #2:


Use data management tools already in place at DFAS-IN to identify root causes and locations where problem transactions originate.  DFAS-IN has data management tools (CMR/FoxPro) already in use in reporting cash balances down to the appropriation limit.  Details making up the balances are stored in an FTP Repository that can be accessed and used in analyzing detail source data.  At each juncture of cash reporting, certain cash reconciliations will be deferred until after data is submitted for further processing, thereby allowing adequate time for analysis, using these tools, as they have drill-down capability that will aid in determining where problem transactions originate, and will aid in formation and modification of the roadmap.  This process is scalable in that these tools can eventually be made available for use by other sites to maintain their data efficiently on a real-time basis.


Quick Win #3:  


It is also recommended that cash transactions, i.e., expenditures, including cross-disbursements be cut off by the 3rd or 4th workday from the end of each month consistently across all of the DFAS and DoD offices.  This will mitigate numerous issues around mismatched transactions and delay of both cross reporting across sites, and Treasury posting.  Business rules will be established around cross reporting to make certain that activity is reported timely across agencies.  


The cumulative benefit of these quick wins is in gaining efficiencies by employing proven, standardized, and scalable improved processes that will improve both timeliness and quality of data. 


2.6.2 Rationale


2.6.2.1 Current Condition


Cash activity, specifically as it relates to expenditure activity – collections and disbursements, has a dual reporting purpose, both for the Department of Treasury (“Treasury”), and for reporting entities.  


Cash activity across entities, as in non-governmental transactions, flows through banks.   Treasury works in conjunction with banks to monitor and report banking activity.  Checks are deposited or cashed, and Treasury reports that activity back to entities by comparing the bank activity, e.g., checks cashed, with the activity that is reported separately to them by the entities themselves, and reporting the differences.  Treasury also keeps a running balance of each appropriation, as it is commissioned to maintain correct appropriation amounts.


DoD, and other Federal entities, is required to ‘reconcile’ all of its expenditure transactions with Treasury.  An entity does this by accessing Treasury data on-line via GOALS or CA$HLINK, and Treasury reports made available monthly, and comparing the data to their own expenditure records. (See Figure 1 below.)  The purpose on the entity side is to ‘balance’ the Treasury cash with cash as recorded in its accounting records.  The entity is concerned with agreement between its appropriated balance (FBWT) as recorded on its ‘budgetary books’, and the cash balance as reported on its proprietary financial statements.  Since an entity must agree with Treasury and maintain its FBWT, the proprietary books are adjusted to agree with the budgetary totals as reported to and from Treasury.  Adjustments affect an entity’s cash balances shown on its financial statements.  The Statement of Financing combines both proprietary and budgetary data in order to illustrate how the cash flows interrelate and reconcile. 


Accelerated Reporting Requirements


Each DFAS Central Site has submitted an Implementation Plan to achieve the Accelerated Reporting Requirements for the Statements of Transactions (SOT) and Statements of Accountability (SOA). 


These plans are in response to the new Treasury, Financial Management Service (FMS), and Government-Wide Accounting and Reporting Modernization Project (GWA) requirements to accelerate the due dates for the monthly SOT and SOA reports beginning with the accounting month of January 2003 (reports submitted in February).


As detailed in Treasury Financial Manual (TFM) Announcement 2002-04, (GWA) will accelerate the reporting due dates for the following forms:


· FMS 1219: Statement of Accountability.


· FMS 1220: Statement of Transactions (According to Appropriations, Funds and Receipt Accounts).


· SF 1218: Statement of Accountability (Foreign Service Account).


· SF 1221: Statement of Transactions (According to Appropriations, Funds and Receipt Accounts (Foreign Service Account)).


Beginning with the accounting month of January 2003 (reports submitted in February) and through the accounting month of March (reports submitted in April), the reporting requirements for the FMS 1219/1220, and SF 1218/1221 will be accelerated to the dates indicated below. Supplemental reporting for all Statements of Transactions/Accountability will be accepted until the 6th workday.


		Report

		Current Reporting Requirements

		New Reporting Requirements



		FMS 1219/1220

		7th workday

		5th workday



		SF 1218/1221

		7th workday

		5th workday





The reporting sites are meeting the 5th workday requirement.  The primary impact of the first accelerated date will be on the sites to change the order of some of their current business practices, and more aggressively pursue data clean up, or error correction, during the post-close period.  


Beginning with the accounting month of April 2003 (reports submitted in May), the FMS 1219/1220 and SF 1218/1221 will be further accelerated to the dates indicated below. Supplemental reporting for all Statements of Transactions/Accountability will be further accelerated to the 4th workday.


		Report

		Reporting Requirements
as of January 2003

		New Reporting Requirements



		FMS 1219/1220

		5th workday

		3rd workday



		SF 1218/1221

		5th workday

		3rd workday





Beginning with the accounting month of October 2003, (reports submitted in November), all reporting will be required on the 3rd workday, with no supplemental reporting.


Accelerating the schedule will help reduce the overall close time and aid in meeting the 45-day requirement for quarterly financial reporting, and will also contribute to collapsed timeframes for financial statement reporting that will ensue.  Meeting the 3rd workday requirement may mean that data clean up currently being conducted from Day +3 through Day +6 will need to be deferred until after submission, thereby creating an opportunity for improving the reconciliation process.  The most effective means of improving the process and having the greatest impact to overall data quality improvement is to develop a carefully planned, streamlined approach for data cleanup and error correction.   


Meeting the requirements of TFM 2002-04 may require that the Central and Field Sites perform a more aggressive approach to identifying the source of erroneous data, making necessary corrections, and making the necessary changes to the processes in order to prevent the reoccurrence of errors, or other causes of data inconsistencies.  


Expenditure Processing & Balancing to Treasury


Disbursing Officers collect and disburse funds daily, and reconcile cash daily by viewing internal records.  They can view deposits made to banks through CA$HLINK.  However, checks that are cashed, or cleared disbursement activity by appropriation, is only available once a month, usually not until the 16th day in the month following, and often several days beyond, making reconciliation efforts onerous during the close process.  FACTS II quarterly reporting is contingent upon receipt of final Treasury data.  GWA efforts are currently underway to facilitate Treasury reporting of entity disbursement activity in a more real-time manner.  


Treasury designed three major central reconciliation processes that compare monthly cash receipt and disbursement transactions reported by Federal agencies to data reported by other entities (financial institutions), specifically


· Deposits-in-transit reconciliation (SOD for Deposits).


· Undistributed reconciliation (SOD for Disbursements).


· Check issue reconciliation.


Agencies must reconcile differences monthly.  In order for interim quarterly reporting to be streamlined, it will be imperative that monthly data is reconciled in a consistent and effective way so that quarterly reporting will not be constrained with ‘fixing’ problems occurring each month.  Central Sites involved in reconciling support documents with cash balances are deferring certain reconciliations and error corrections until the following month when they cannot be performed timely to meet the current 5-day submission requirements. 


Currently, Treasury has two separate data streams disseminating Treasury information relating to agency activities, the Statement of Accountability (“SOA”) (deposits and disbursements), and the Statement of Transactions (“SOT”), respectively.  Only the SOT contains the appropriation data that has cleared.  The Sites require timely information from the SOTs on cleared data to reconcile and balance their corresponding or offsetting accounts to their FBWT.  GWA is recommending that appropriation data be populated on every check, thereby essentially combining data streams.  This will facilitate the reconciliation, and adjustment, of accounts during the initial three (3) days when Treasury data is finalized, consolidated, and submitted. Full implementation of GWA’s recommendations will not be realized in the short term.  In the meantime, to meet accelerated reporting requirements for quarterly interim statements and FACTS II reporting prior to when the GWA efforts are implemented, an alternative would be to allow preliminary data to be used, which is available much earlier, usually by the 9th workday following month end.
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Figure 2: DFAS-IN Financial Close Excerpt


Reconciling Cash and Related Accounts to Treasury Balances


For every ‘cash’ transaction, there are numerous corresponding accounts on both the budgetary and proprietary books that make balancing efforts often a continuous and arduous process of reconciliations at every reporting level.  With every ‘reconciliation’ comes related adjustments in order to ‘balance the books’.  The more layers, the more reconciliations and adjustments required. 


Reconciliations to determine fund status and cash balances, resulting from transactional activity, occur at various levels, times, and for multiple purposes.  Specific reconciliations occur daily, while others are limited to monthly, quarterly, or annually.  All of these reconciliations affect the time to close.  In addition, error correction occurs far down the processing chain by those who are not close enough to the events to verify data is being adjusted correctly.  Often adjustments must be posted to force account balances to ‘match’, without proper transactional support, often making the wrong change and masking the actual problem.     


Part 2 (Chapter 5100) of the Treasury Financial Manual, Reconciling Fund Balance with Treasury Accounts, states that, “…agencies must perform timely reconciliations and implement effective and efficient reconciliation processes.”  TFM also states that, “Agencies also must ensure that the balance in the SGL 1010 account for each fund symbol agrees with their internal supporting documents.”




Errors Affecting Cash Accountability


If an obligation, and related accrual, was not properly set up in advance of a payment, an error should occur, preventing the disbursement of funds.  DFAS Columbus (CO) processes high-dollar MOCAS payments.  Often, these are multi-service, multi-year contracts.  The automated prevalidation process allows rejects to be manually forced; therefore, improper funds may be disbursed.  The error is normally not detected until the disbursement has been made, and the accounting department must post the transaction.  The accounting database is document number driven; therefore, the obligation is tied to the disbursement by the document number.  Posting cannot occur if the obligation was not posted, or modified correctly to reflect adequate available funding.  GWA is addressing this issue by requiring the expense and related payable is posted prior to disbursement, in line with accepted accounting practices.   


This example typifies inefficiencies and resource drain tied to reworking data, unnecessary reconciliations to correct balances, and is not consistent with leading business practices.  Errors such as an incorrect line of accounting used at the time of disbursement require research to be conducted to determine where the error occurred, and corrections must be made at multiple levels: 


· The data submitted to Treasury (if basic symbol changed).


· Adjustments to the budgetary and accounting records at the accounting station(s).


· The component-level system data where the request for payment originated.


While not all resources concerned are directly involved with the close, time is spent waiting for information to pass back and forth across activity areas until it finally can be resubmitted for further processing.


Post-transactional adjustments related to expenditures will affect an entity’s fund balance.  Reconciling adjustments made to obligations set up for appropriation spending could have an adverse effect on the fund balance available, especially when funds are due to expire.  NULOs reduce authority at the departmental level.  Therefore, erroneous disbursements against an incorrect LOA may prohibit funds from being de-obligated and re-obligated timely.  However, during the time transactions are in ‘suspense’, some agencies do not reduce the authority properly and funds continue to be obligated.  NULOs or unmatched disbursements should reduce authority for allotment holders, thereby adding incentive to correct problem disbursements. 


Related adjustments to accrual accounts will ultimately affect an entity’s cash.  Routinely, receivables balances are associated to appropriation sub-levels that do not match those recorded by the buyers.  The buyers’ trial balances are already in DDRS; therefore either the payable or receivable subhead balances must be adjusted or reclassified to properly match the correct appropriation limit, and the obligation that is attached to it must also be adjusted.  Since eventually a collection and disbursement will occur, it is important to rectify appropriation issues and determine associated root causes to prevent bottlenecks and reconciliation issues throughout the process, including the related posting to cash.


Resources are used to track down funding to support the disbursements after-the-fact in order to avoid a NULO, or abnormal balance situation.  Obligation modules are updated manually, and contract modifications and the resulting changes to obligations are often not processed timely. Sites that perform contract reconciliations may discover out-of-balance contract modifications, or other problems prior to financial processing, however, a consistent, widespread approach would be required to make a significant impact on the number of errors generated every month by all processing sites. Enforced use of standardized document numbers would also reduce the number of errors, and the time needed to research and determine missing funding source information in order to process or correct transactions.  (Tie to standardized business rules)


Back-end corrections add to resource demands, as they are not a result of careful planning and coordination across the organization.  They tend to duplicate effort and are not an application of good business rules and practices.  Consistent and substantial reviews and reconciliations during off-close periods, determination of root causes of errors, combined with ongoing efforts to rectify and improve the processes at the source, would greatly reduce the number of reconciliations needed to prepare monthly Treasury reports and interim financial statements.


Central Sites, such as DFAS-IN and DFAS-CL, receive expenditure data from multiple sources, and ‘clear’ the data using system generated edit checks that reject certain transactions based on established criteria, such as invalid appropriations, invalid or missing TRC codes, duplicate or missing lines, dates included or not included when required, and invalid, incomplete or missing data. Depending on the type of error, the system will either change the record, and resubmit it, or will reject it entirely, and set the record aside for further rework, i.e., conducting research across sites to determine and correct the error.  Suspense accounts are not monitored consistently across sites, and often management is not aware of issues until a NULO, or abnormal balance is reported.  


The CAR team established by FMMP, will act as a clearinghouse for cash activity, and serve as a final checkpoint so that appropriations are both adequate and correct prior to releasing final cash transactions.  Also, in the Leading Practice section is an example of a good business practice being applied within DoD.


Consolidation


When adjustments are made at the activity level, source data is generally available to support the adjustment.  As data is consolidated and transferred at subsequent levels, source data has been combined, or rolled up, across disbursing or accounting centers.  As a result, obtaining complete transactional support for an adjustment becomes a more tedious and time-consuming effort.
  


Cash activity flows from the Disbursing Offices and is consolidated at Field Site level, then at certain Central Sites, and reconciliations occur at each of these levels.  Central Sites reconcile the budgetary data posted by Treasury with the data reported by the sites, and reports the differences to Treasury – and works to resolve the differences.  (See Attachment 2.)
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DFAS-IN issues a Cash Management Report (CMR) that shows each appropriation limit’s balance, which rolls up to the Treasury symbol.  The data each site consolidates and reports to DFAS-IN must agree with the Treasury summary data.  DFAS-IN then compares each limit’s balance with the trial balance data submitted for consolidation.  Adjustments are made, as needed to the proprietary, trial balance data, so that it agrees with the budgetary, limit, data.  The difference between the budgetary and proprietary data is referred to as ‘undistributed’.  Undistributed amounts may consist of differences due to timing, in-transit transactions, or unreconciled items resulting from erroneous or missing data at time of posting.  Examples of undistributed due to timing differences may be unprocessed, cross-disbursement information, or activity reporting from selected sites, e.g., Naval ships where transmission difficulties exist.  Other timing differences may be due to differing cut-off dates across agencies.


Central sites must reconcile to the CMR, however, they may not make adjustments to their books in all cases since there are in-transit transactions, or timing differences that will self-correct in the following period.  In addition, ‘on-top’ adjustments for undistributed amounts are reversed out in the following period, therefore, necessary adjustments for errors may not be made to an agency’s books due to the temporary nature of the undistributed adjustments.  Unreconciled items may remain in suspense, and funding reversed if the necessary and appropriate corrective actions are not taken.  This illustrates the importance of the activity level involvement in data cleanup and error corrections, so that obligations or de-obligations occur timely and with the correct lines of accounting to facilitate the proper flow of data throughout the financial reporting process. 


Figure 5: Cash Management Report Excerpt


		Col C, Current Month Disbursements

		Col C, Current Month Disbursements

		Col E, Disbursements CFYTD

		Col F, CFYTD Collections

		Prior Year

		Col H, Funds W/Treasury, Ending



		$162,952,360.39

		($121,693,059.43)

		$821,002,506.05

		($721,501,484.52)

		$0.00

		($99,501,021.53)



		$15,620,357.03

		$0.00

		$39,424,801.48

		$0.00

		$0.00

		($39,424,801.48)



		$680,883.35

		$0.00

		$10,712,365.72

		$0.00

		$0.00

		($10,712,365.72)



		$0.00

		$0.00

		($316,640.76)

		$0.00

		($321,882.80)

		$316,640.76



		$179,253,600.77

		($121,693,059.43)

		$870,823,032.49

		($721,501,484.52)

		($321,882.80)

		($149,321,547.97)



		

		

		

		

		

		



		$39,173,268.46

		($54,863,417.00)

		$211,898,703.91

		($219,617,415.30)

		$0.00

		$7,718,711.39



		$118.40

		$0.00

		$26,375.40

		$0.00

		$0.00

		($26,375.40)



		$203,446.31

		$0.00

		$3,803,735.40

		$0.00

		$0.00

		($3,803,735.40)



		$526.00

		$0.00

		$2,028.88

		$0.00

		$0.00

		($2,028.88)



		$132,001.52

		$0.00

		$1,427,022.36

		$0.00

		$0.00

		($727,022.36)



		$88,122.30

		$0.00

		$448,428.08

		$0.00

		$0.00

		($448,428.08)



		$39,597,482.99

		($54,863,417.00)

		$217,606,294.03

		($219,617,415.30)

		$0.00

		$2,711,121.27



		

		

		

		

		

		



		$189,376.27

		$0.00

		$3,941,561.52

		$0.00

		$0.00

		($3,941,561.52)



		$0.00

		$0.00

		$0.00

		$0.00

		$0.00

		$0.00



		$100,546.40

		$0.00

		$100,873.26

		$0.00

		$0.00

		($100,873.26)



		$0.00

		$0.00

		$127.65

		$0.00

		$0.00

		($127.65)



		$289,922.67

		$0.00

		$4,042,562.43

		$0.00

		$0.00

		($4,042,562.43)



		

		

		

		

		

		



		$0.00

		$0.00

		$381.50

		$0.00

		$0.00

		($381.50)



		$0.00

		$0.00

		$0.00

		$0.00

		$0.00

		$0.00



		$0.00

		$0.00

		$381.50

		$0.00

		$0.00

		($381.50)



		

		

		

		

		

		



		$219,141,006.43

		($176,556,476.43)

		$1,092,472,270.45

		($941,118,899.82)

		($321,882.80)

		($150,653,370.63)



		

		

		

		

		

		($150,653,370.63)



		

		

		

		

		

		$0.00





Since each site performs its own reconciliations, some important time elements at each stage by site are listed on the chart contained in Attachment 2.


Further analysis is needed to address the following areas:


· The impacts of incomplete cross-disbursement information on Center processes for posting departmental level general ledger data as required to meet interim financial reporting deadlines.


· The impacts of incomplete interfund information on Center processes for posting departmental level general ledger data as required to meet interim financial reporting deadlines.


2.6.2.2 Leading Practice


Post-close reconciliations (also termed, “post-mortems”) are widely used by corporations that have attained Fast/Rapid Close or Virtual Close status.  Cisco, who closes its books quarterly in less than a day, attributes much of its success to careful review of a set of metrics that analyzes, “every close to identify issues and commit to resolve them prior to the next close.” (Pawling, GP, Virtual Finance: Moving Toward the One-Day Close, E-Commerce, May, June 2001) (Emphasis added.)   Pawling continues to say that, “Automating inefficient or flawed processes will only result in flawed automated processes. It's imperative to examine transactions from beginning to end in order to find ways to improve them and increase their efficiency. The key actions related to this process are standardizing financial definitions and systems, streamlining processes, eliminating unnecessary steps, and maintaining strong control.” (Emphasis added.)


In an article by Jennifer Caplan, CFO.com, March 08, 2001, entitled “A Virtual Close: Easy as One, Two, Three?” the author identifies multiple reconciliations as bottlenecks in the close process:


This is not to say that most companies today don't have the capacity to monitor their financial information regularly. It simply means that at many firms, the financial staff spends too much time on transactional activities such as allocations, recurring journal entries, and reconciliation of accounts at different levels of the organization in a slow, non-automated fashion, says Kruger. Given that most companies today close their books on a monthly basis, a problem can persist for weeks before it is identified and properly addressed. (Emphasis added.)


DoD has already implemented some leading practices in cash accounting: DFAS ROME uses an Electra error program that downloads the monthly accounting data against edit tables that closely mirror the tables in the accounting system.  Errors go through an extensive correction process, requiring approximately 48 to 72 man-hours per month.  Errors are routinely posted to the common CORP2 server for access by Branch Chiefs, Division Chief, and Accountants.  Moving this type of error program to a post-close period would be an excellent tool that could be used to implement the recommendations described in this document.


A second example of a good business practice being applied within DoD is the Standard Accounting and Reporting System (STARS) payment process currently used at DFAS Charleston (CHS).  Charleston is the only Field Site that is using the STARS Headquarters Claimant Module (HCM).  In STARS HCM, if a scheduled payment cannot be matched to an established payable, it will create a reject file item.  It then becomes the customers’ responsibility to research the rejects so that payment can be made.  This places the responsibility for correcting errors closer to the source, and reduces the probability of bottlenecks in the future from mismatched disbursements.


2.6.2.3 Application and Impact to DoD


Applying Leading Practices in DoD by shifting focus from finding temporary solutions to addressing its core issues head on will extend beyond meeting reporting requirements.  By aligning its efforts and resources in a streamlined, well-planned, focused way, it will begin to unravel deep-rooted problems that have surfaced throughout the financial close process, and that repeatedly cause bottlenecks.  Without a dedicated resource, such as a department solely charged with identifying and aggressively pursuing issues occurring at every juncture, this effort risks being just another good attempt at resolving the issue-of-the-moment.  In order to have consistent, extensive, and long-lasting results, the following are essential ingredients:


9. Top-level management support and buy-in.


10. Dedicated resources with authority and accountability (Cash Management Department).


11. Stakeholder understanding and adequate skill development.


12. Performance metrics that can effectively measure results.


The group will be charged with identifying weaknesses throughout the cash accounting process, and will work toward making the necessary changes to strengthen the process.  


The Cash Management Department will also be charged with aligning cash management issues with FMR. Following are some examples:


13. Defining and monitoring the process for writing off aged or immaterial irreconcilable items.


14. Establishing and monitoring performance metrics related to defined processes.


This recommendation will facilitate required monthly Treasury reconciliations by improving the quality of data, and allow interim quarterly reporting to be a standardized, streamlined process, following leading practice examples and solid business practices.  Deferring reconciliations and data clean up efforts to post-close timeframes, will help in meeting the 3-day requirements, and reduce the overall time to close by improving the reconciliation process throughout the close.  When monthly data contains fewer errors, quarterly and annual financial reporting will have fewer bottlenecks related to data clean up and error corrections.  This will improve both timeliness and data quality.  Increased data quality caused by rectifying broken-down processes at the source will reduce issues at the point of consolidation.  Another benefit will be the resource savings by streamlining data clean up, and eliminating piecemeal processing and duplication of effort.  A well-planned proactive data clean up/error correction approach has several benefits:


1) People:  Although changes to process are known to be stressful at first, in the longer run, there will be less time-induced stress for those directly involved in the close process.  Deferring data cleanup efforts to post close, though aggressively pursued, will not have the added time pressures, and will be more strategically focused, and will continue to relieve the burdens as root causes of errors are corrected over time.  


Leading practice: Collaboration across the financial process; Ownership of administration and structural changes; Continuous improvement.


2) Processes:  A more strategic, well-planned approach will reduce disjointed efforts, and allow processes to become much more efficient over time.  In line with good business practices, and following leading practice examples, corrections to erroneous data need to be performed by those who are close to the source data that the proper, supportable adjustments are made.  Matching obligations and accrual accounts occur much too late in the process.  Cleanup efforts further down the processing chain can have multiple effects, including repercussions from changes made in order to make account balances ‘match’, without any transactional support, often making the wrong change, and masking the actual error.   


Matching should be performed prior to disbursing of funds.  Currently, posting against an existing obligation, and related accrual often occurs after disbursement of funds.  Prevalidations are performed prior to disbursement so that funding is available for payment.  However, indicators such as manual and automated edit checks later in the process prove prevalidations have not been completely effective in lining up the proper funding at the obligation and accrual level with the disbursements.  The following are contributing factors:


a. In order to meet prompt pay requirements, many times disbursements are made prior to posting accruals to the accounting systems.  


b. Metrics are set based on quantity of transactions processed (quotas) rather than on the level of quality of the data.


Leading practice: Continuous improvement; Elimination and streamlining of inefficient processes; Reduce the number of manual journal entries and reconciliations processed during the close cycle; Determining causes for erroneous data and defining resolutions; Soft close process for interim periods, hard closes on year-end activities. 


3) Technology:  The widespread use of available tools to accelerate data cleanup efforts will add value to each reporting level, and to the department-wide reporting.  The level of accuracy will continue to improve as root causes are determined and focused efforts employed to make the necessary changes to prevent reoccurrence.  For example, DFAS-IN has developed a cash management application that does two things: it produces the hardcopy Cash Management Report (CMR), and it contains Dbase tables, built by FoxPro for all CMR (cash) data collected from all DoD Field and Central Sites.  The FoxPro application is used to organize the data for management’s use, including reports that contain agency listings that mark accounts that contain abnormal balances amounts.  Appropriation limits can be expanded, or drilled-down to the transactional detail level.


The CMR application is used to make comparisons between the Treasury 1176 data and the field level data.  Differences become the basis for adjustments in DDRS, attributed to undistributed cash amounts.  The data is unconsolidated and contains interfund cash amounts.  It resides on a server, and is in file transport format; therefore, it can be extracted for management report development by any DFAS, or Defense Agency.  Other tool use and development should contain improved edit checks between systems, consistently used across sites.


Leading practice: Enterprise-wide systems embody business requirements; Real-time ability to research and query data; Application of leading technologies; Reports with the right information are aggregated. 


The most reasonable starting point is to begin with Treasury Reporting at DFAS-IN, where the most complete information is processed and maintained, to gain necessary information to completely develop the roadmap.  The effort will then continue to reach other Central Sites and Field Sites and to related activity levels per the plan, where critical path constraints and issues causing the most research and follow up time exist.  Metrics will be used to develop the roadmap and target sites with the greatest need.


2.6.3 Design


2.6.3.1 Assumptions


All elements of the recommendation and implementation will need to be consistently applied in order for this initiative to be successful.    The Cash Management Department needs to have the authority and ability to deploy the proper resources as needed to address and correct issues prior to the next close.


It is imperative that the Cash Management Department have top-level management personnel, be highly visible and connected with major efforts within DoD, be given adequate authority in order to effect change as needed in line with its established mission, goals and objectives, and have dedicated resources sufficient to perform its functions.


2.6.3.2 Process Change Requirements


All the reporting sites have plans to meet the 5th workday requirement.  The primary impact of the first accelerated date will be on the Field Sites to change the order of some of their current business practices, and more aggressively pursue data clean up and error corrections after submitting final cash balances for further processing. 


Suggested process changes follow: 


Close Activities (Day +1 until final release of financial statements):


15. Report expenditure data and close systems on or before Day +3.  


16. Report and reconcile to Treasury on Day +3, noting undistributed and unreconciled data, as required by FMS.  


Post-Close Activities:


(Note: Post-close activities related to cash reconciliation can include days during the close where other areas continue financial statement processing, but after the time when cash data is submitted as final.)


17. Run error reports highlighting unreconciled or undistributed differences from the Corp2 Server.  Use tools (e.g., the DFAS-IN FoxPro application) to drill down to source data and identify trends for various errors. 


18. Aggressively address source of data errors submitted by the field, and as identified in the trend analysis, and contain items reversed, or otherwise changed, during the HQARS edit checks at DFAS-IN.  These items are marked as follows, and can be grouped according to the type of error generated:


a. 4 = New input by the field


b. D = Reversal of original input by the field


c. M = Changes made by DFAS-IN, either manually or computer generated


d. T = 302 data received late at DFAS-IN 


e. U = Items to be reported to suspense history


These categories will be a part of the initial roadmap for follow-up efforts, in that they will help identify trends related to problem transactions.  The Cash Management Department would set up teams consisting of key personnel involved financial processes across selected sites, to identify trends and analyze results, establishing the types of errors occurring, and the related processing locations.  The teams will be charged with assessing the root causes of errors or other issues, as reported on the current error and suspense listings, and working to resolve issues prior to the next close.  As the team works through the causes and becomes familiar with how and why erroneous data is occurring, it will continue to refine its methodologies.  


19. Coordinate with the current cash reconciliation group at the consolidated reporting level to determine where other bottlenecks are occurring, and expand the roadmap to incorporate reconciliation issues occurring at consolidation points.


20. Set performance metrics that specifically measure and monitor post-close data clean up efforts.  Emphasis should be on fixing the problem at the source – the cause of the error, rather than a band-aid approach of fixing the transaction to move it out of suspense, and not fixing the root cause at the source location.


Tools, such as those used at DFAS-CO (CCAS) and DFAS-IN (FoxPro) should be leveraged as an aid in obtaining the necessary transactional detail to develop the roadmap and identify locations where errors occur and root causes to facilitate correction efforts, and process change requirements.   All Center and Field Sites should conduct training to facilitate the use of these tools. (See Training Section.)


Consistently applying the close schedule across all agencies, Field and Center Sites will be an essential element that will contribute to reducing reconciliation issues.  (See Centralized Schedule Management White Paper.)  Timing differences contribute to month-end close constraints; undistributed due to timing differences are dispersed among irreconcilable transactions and are often not easily distinguishable from problem transactions.   The CCAS application does have the capacity to distinguish problem transactions and isolates and reports them separately.  This report would also be useful in the root-cause analyses. 


Agency activity level and departmental balances are affected by untimely posting of cross-disbursements due to incomplete data contained in processed vouchers.  While Treasury reporting may not be affected, e.g., data at the basic symbol level is accurate, the complete line of accounting, and/or document number is not consistently included, so posting against the proper obligations cannot occur until backup data is provided, or until detail Treasury data is available.  This bottleneck will also be addressed by the Cash Management Department, as it becomes a reconciling item during cash consolidation.  Monitoring and established metrics should consist of monitoring this activity to determine where most issues are occurring, its effects, and whether efforts to realign the process and correct data are effective.


2.6.3.3 Constraints


The mindset of many organizations has typically been more focused on ‘fixing’ data, prior to submitting close data.  This type of approach hinders actual progress in improving data quality and time to close.  This is because it circumvents the root cause of inaccuracies that stem from inefficient, ‘broken’ processes, and does not focus on the long-term goals of the department.


The focus needs to shift from the short term, to the ‘longer’ short-term, in addressing and correcting root causes of erroneous data throughout all levels of the organization.  The sense of urgency needs to shift from correcting items transaction-by-transaction to addressing process and system-related constraints that are adversely affecting the data quality in the large view.


The risk in delaying data clean up and corrections of transactional data to after the close is that in the near short term, the amounts and related transactions associated with unreconciled or timing differences will actually increase.  Over time, this risk will be significantly reduced by highlighting those areas that need the most attention in line with the longer-term goals of the department, addressing the root causes of errors, and making the necessary changes in the areas of people, processes and technology changes or enhancements, to improve overall quality of data.  Materiality thresholds and performance metrics will help mitigate these risks in the short term.  Emphasis will be placed on correcting high-dollar transactions prior to data submission so that no material misstatements occur; however, follow-up will be conducted to determine root causes, and will be included with other problem transactions to determine changes needed to prevent further occurrences.


Long-term FMMP and related efforts will greatly reduce data quality issues.  Efforts include the full implementation of DDRS-Budgetary.  Also, GWA initiatives, such as the availability of complete Treasury feedback for disbursement data, complete with appropriation detail.  GWA is focused on availability of Treasury data, and is requesting a reduction from the current 13 days, down to 2.


Since corresponding accounts to FBWT include both proprietary and budgetary balances, certain budgetary accounts can be adversely affected during interim periods.  This includes balances in appropriations and related obligations.  Addressing these issues in advance will help mitigate these risks.  GWA is currently addressing the issue of posting disbursements to the accounting system(s) prior to disbursing funds rather than after funds are disbursed, which has previously added to the number of errors, such as invalid lines of accounting, incorrect fiscal years, missing obligations and other issues causing negative unliquidated obligations, abnormal balances, or other irreconcilable issues, all of which affect cash reconciliation. 


Cross-disbursement reconciliation issues will be limited by ability of legacy systems set up to process electronic funds transfers to accommodate a standard document number or lines of accounting needed for allocating disbursements by activities. 


2.6.3.4 Technology Issues


Technology issues will be determined as root causes are identified.  Also, replicating database programs, e.g., CCAS, FoxPro, to all Center Sites, and/or Field Sites will require additional resources.  Web access of the data may be a viable solution, however, additional programming would be required.  Related technology enhancements, as well as impact to system(s) and/or networks, given additional users, may further inhibit availability in the near short-term.  DFAS-IN currently places FBWT data, e.g., CMR detail data on the CORP2 server, which can be accessed by all DoD agencies, and DFAS.  Many agencies may not be aware this data is accessible, nor be adequately trained to use this data effectively.  (See Training.)


2.6.3.5 Stakeholder Requirements


Consistent and substantial reviews and reconciliations during off-close periods, determination of root causes of errors, combined with ongoing efforts to rectify and improve the processes at the source, will greatly reduce the number of reconciliations needed to prepare monthly Treasury reports and interim financial statements.  Post-close reviews will be coordinated by the Cash Management Department and will involve the following levels:


21. Treasury Reporting at Disbursing Offices, Field Sites, and Expenditure and Treasury Division level at DFAS-IN.


22. Departmental Cash Reporting and Reconciliation in preparation of trial balances for further consolidation.


23. Consolidated Cash Reporting and Reconciliation in conjunction with interim quarterly financial statement preparation.


The affected stakeholders are DFAS Central Sites, Field Sites and Commands that currently coordinate cash reconciliation issues and/or are responsible for source data elements.  Training will be key to having key stakeholders take ownership in the changed process and have the skill level required to use the prescribed tools efficiently.


DFAS-IN requirements will include funding, space, and resources for establishing the Cash Management Department.  


2.6.4 Implementation Strategy


2.6.4.1 Approach


The Cash Management Department will set up a task group that will move from site to site, as needed.  Since most of the cash reconciliation processes involve the Central Sites, DFAS-IN, DFAS-CL and DFAS-DE should be involved in setting up the task group and should consist of key individuals from Field and Central Sites that are tasked with identifying trends and root causes of erroneous entries.  A key component of this initiative is to make the post-close data cleanup and error correction efforts a coordinated and standardized approach.  Metrics will need to be established so that progress can be measured, and that by deferring certain reconciliations will not be an impetus to the field to put less emphasis on data quality prior to submission for further processing.  (This relates to Section 2.5, Implement Selected Metrics and Develop a Comprehensive Financial Statement Compilation Balanced Scorecard/Dashboard.)


2.6.4.2 Timeframe


 Prior to the next quarter close, the Cash Management Department should be established, its mission defined, and resources set in place so that activities can be fully implemented.  Since a Cash Management Department will consist of DFAS and DoD personnel currently involved in the close and cash reconciliation process, this should be implemented during the next quarter close.  


2.6.4.3 Training Requirements


The Change Management Department, consisting of those key personnel currently involved in the close process and cash reconciliation, and additional essential key personnel should be trained prior to implementation.  Training should include project management training elements, change management and team skill development, performance metrics development and analysis, and resource planning methods.  All of these skills will be needed in order to have a fully functional department with a clear understanding of what is expected of them.


2.6.5 References


DFAS Indianapolis Center for Sustaining Forces Directorate for Expenditures and Reporting Treasury Process Orientation, April 2002.   Interviews conducted at DFAS sites.  TFM Chapter 2.  Other Defense Organizations (ODO) Process Flow obtained from DFAS-IN.  Cash Management Report (CMR) excerpt.  The leading practice information was obtained from the FMMP FSI Leading Practices Deliverable, Version 4.0.


2.6.6 Attachment


Attachment 2:  Financial Close Process.


2.7 Streamline the Trading Partner Accounting Process


2.7.1 Recommendation


The Defense Finance and Accounting Service (DFAS) should implement three proposals to improve and streamline the trading partner accounting process.  


· Quick Win: DFAS Arlington should evaluate expanding the functionality of the Defense Departmental Reporting System (DDRS) to support the trading partner accounting process.  The DDRS suite of applications consists of the DDRS-Audited Financial Statements (AFS) module, the DDRS-Budgetary module, and the Data Collection Module (DCM).  


· Quick Win: DFAS should also establish a trading partner accounting process team to provide a DoD-wide focus on trading partner accounting issues.  This team does not need to be physically co-located.  Rather, they can provide valuable analysis and support to DFAS Arlington based from the Central Sites.


· Interim Win: DFAS should evaluate potential modifications to source accounting systems to capture the program code for intra-agency transactions and create data elements for intra-governmental transactions necessary for trading partner identification.  


These recommendations should improve the processes for trading partner accounting between Department of Defense (DoD) reporting entities and within DoD reporting entities.


2.7.2 Rationale


2.7.2.1 Current Condition


In the current environment, DFAS sites rely on specific information to adequately identify trading partner balances needed to populate the DDRS-AFS Trading Partner Import Worksheet.  This information should be captured at time of transaction entry.  When the transaction entry process does not capture this information, DFAS Central and Field Sites must conduct additional research to assign balances to the proper DDRS trading partner entity code.  In some cases, financial feeder systems do not have fields to capture this information or do not require that those fields be populated at the time of transaction posting.  


DFAS Central Sites enter the trading partner information referred to above into the DDRS-AFS module as part of the quarter-end and annual financial statement compilation process.  Central Site personnel receive information from the Field Sites from a variety of manual and automated inputs.  Central Site personnel then convert this information into a Microsoft Excel Trading Partner Import Sheet at the program code level.  The DDRS program represents the levels at which trial balances are collected for each reporting entity in DDRS.  Program codes generally relate to a department code, treasury account symbol, and appropriation limitation or subhead.  The conversion of information to the program code level is generally very time-consuming, taking up to ten days.  Once data are converted to the program code level, the accountants at each Central Site generally follow the steps below:


· Input the seller’s program code into the Trading Partner Import Sheet.


· Input the buyer’s program code into the Trading Partner Import Sheet.


· Input the Standard General Ledger (SGL) account numbers and amounts into the Trading Partner Import Sheet.


The Trading Partner Import Sheets are then loaded into DDRS-AFS.  After the import sheets are loaded, Central Site personnel communicate with each other to reconcile seller information to buyer information.  The default business rule applied by DoD is that the seller information takes precedence.  The reconciliation process among the Central Sites is also very time consuming and labor intensive.  


The problem with eliminating transactions among trading partners is not unique to the DoD; every Federal entity is dealing with the same challenge.  The Office of Management and Budget (OMB) has initiated a government-wide initiative to standardize business rules for intragovernmental transactions.  According to an October 4, 2002, OMB memo, beginning on October 1, 2003, certain purchases for goods and services that equal or exceed $100,000 per order or agreement must be transmitted via the intragovernmental electronic commerce portal (portal).  For orders that are not transmitted electronically via the Intra-Governmental Payment and Collection (IPAC) system, agencies may continue to use existing methods and systems as long as the required data elements are associated with the order.  DoD is taking steps to implement this government-wide, long-term initiative.  The recommendations in this paper should be closely aligned to the OMB initiative as it evolves.  Specifically, DoD should begin to capture the data elements required for intragovernmental transactions that OMB is defining.  A copy of the OMB memo and supporting documentation are included in Appendix E. 


2.7.2.2 Leading Practice


The leading practice for trading partner accounting is to align the responsibility for data to the source of the data.  A trading partner should be treated like any other vendor or customer, with the accounting information being captured in the accounting system from the source document at inception.  When information is captured at the source, adjusting the consolidated accounting records to reflect trading partner eliminations is streamlined significantly.  Two important benefits are:


· Information required to perform trading partner accounting resides in the system and does not need to be manually compiled.


· Any reconciliation that must be performed after initial entry is facilitated because the accountants at the source level know their data and can quickly assist in resolving reconciliation issues.


A second leading practice is to create process teams to provide focused attention on bottleneck processes.  For example, Cisco streamlined the close process from 14 days to 1; one of the techniques was to consolidate responsibilities for accounts payable and purchasing, which boosted productivity and reduced errors.  

This increased focus on the accounts payable and purchasing function helped improve a bottleneck process at Cisco. 


2.7.2.3 Application and Designs in DoD


Quick Win: DFAS Arlington should evaluate expanding the functionality of DDRS to support the trading partner accounting process.  Specifically, DFAS Arlington should consider employing a design concept similar to the DCM to support trading partner processes.  The DCM is an application that has been developed to collect information for financial statement reporting that is not captured in DoD accounting systems.  The advantages of this design concept as it relates to trading partner requirements are as follows:


· Web-based application that facilitates broad distribution and central maintenance.


· Flexible two-way communications and consolidations at multiple levels.


· User-friendly interface that can be easily tailored to the requirements of each activity and user.


· Technical design that facilitates linkages to central systems.


Expanding DDRS functionality (hereafter referred to as “DDRS Trading Partner Application or DDRS-TPA”) to support trading partner accounting processes, using the design concepts described above, can yield powerful benefits to the trading partner process.  The characteristics of this expansion in DDRS functionality include the following:


Initial Capture of Trading Partner Accounting Information


These design concepts excel at providing an efficient means of communicating with a broad range of users and consolidating information.  DDRS-TPA could include trading partner accounting information by DDRS program code, SGL account, and other important trading partner accounting attributes.  The technical approach would be similar to the current DCM approach for non-financial feeder data.  


DDRS-TPA could be provided to the DFAS Field Sites and Component activities that are the initial source of trading partner accounting information.  An initial step would be to identify the sources of trading partner information that would use this system.


DDRS-TPA could be pre-programmed with site-specific edits and default DDRS program codes, SGL accounts, and other attributes.  For example, if a Working Capital Fund (WCF) activity always trades with one other DDRS program, the system could be pre-programmed to default to that program.  This would streamline the process for users and limit their task to data that is meaningful and specific to their programs.  DDRS-TPA could also provide historical records to users that help streamline the process, e.g., the system could provide the most recent data set as a baseline.  Other benefits of a DDRS-TPA approach are:


· DDRS-TPA could include instructions and other guidance that facilitate the trading partner accounting process for users, similar to instructions and guidance already in the DDRS suite of applications.


· DDRS-TPA could use the roll up, consolidation, and approval functionality of the other DDRS applications and apply it to trading partner accounting information as appropriate.


· DDRS-TPA could include dashboard metrics that display the status of data captured at any point during the process.


· DDRS-TPA could interface with Component accounting systems that capture trading partner accounting information at the DDRS program code level.


Interface DDRS-TPA with the DDRS-AFS Trading Partner Import Sheet and DDRS-AFS


DDRS-TPA could interface with, and populate, the DDRS Trading Partner Import Sheet.  The benefits of this approach are that trading partner information is generated from the source level and automatically consolidated into the Trading Partner Import Sheet.  In the current environment, much of the Trading Partner Import Sheet is manually populated at the Central Site Level.


DDRS-TPA could display the results of trading partner activity that has been entered from other DoD trading partners (offsets to trading partner activity).  For example, a WCF user from one Component who entered information from the seller side would have visibility of buyer side information.  


Reconciliations Among Trading Partners


Providing users visibility of trading partner accounting information and any variances, will greatly facilitate the reconciliation process at the source level.  Using this approach, users at the source level who know their data best will be responsible for initially reconciling the data.  The Central Sites will change their role from the initiator of reconciliation actions to a central coordination role, and final reconciliation and adjustment role, for their Field Sites.


The DDRS program code is the level of summarization proposed for DDRS-TPA.  This is the same level of summarization used today with the DDRS Trading Partner Import Sheet.  Providing Field Site and Component activity users with summary totals at the DDRS program code level will facilitate reconciliations among trading partners.  


To better support reconciliation requirements, users have transaction-level detail to support the DDRS program code level summaries.  Transaction-level detail provides users the ability to identify reconciliation issues to the specific transaction(s) within the program that are causing variances.  Transaction-level reconciliations are clearly the desired end-state for trading partner accounting.  


Today, there are technical tools available that can assist in capturing transaction-level information from accounting systems.  DoD should evaluate these tools for their potential in improving the transaction-level reconciliation process and streamlining the process of entering DDRS program code-level summaries at the Field Site and Component activity levels.  The key technical challenges in the DoD environment are:


· There is no standardization of data elements that support trading partner accounting.


· Data elements are not consistently designed into accounting systems, i.e., standardization does not exist in all systems within a reporting entity.


· Some accounting systems do not include all the data elements required to capture all trading partner accounting information.


Technical tools can assist in converting non-standard information to a standard data set.  Some tools can also apply algorithms to data to fill in gaps in the systemic data collection process.  These tools can help accomplish transaction-level reconciliations by developing trading partner transaction data sets based on the same data architecture in DDRS-TPA.  Users would then have the ability to compare program code-level summaries to transaction-level detail, using the same data elements.


The broader the application of technical tools that standardize trading partner data elements from non-standard accounting systems, the greater the reconciliation capability across DoD.  If application of tools were widely distributed, the capability to reconcile trading partner transactions to the transaction level, and populate DDRS-TPA with accurate program-level summaries, would be greatly enhanced.  


Designs


A consolidation and reconciliation process that currently takes a minimum of two weeks could be streamlined to a five-day process.  The most important impact of DDRS-TPA is to realign the initial entry of trading partner data to the source level, which is generally the field level.  The approach is to give the providers of trading partner information a tool that is tailored to their specific requirements and that streamlines the approval process at each compilation level.  This approach could significantly streamline the reconciliation process by aligning the responsibility for trading partner eliminations to the users most familiar with the data.  


This enhancement would have an immediate impact on the quality of the trading partner accounting information.  As users become more familiar with the process, and gain a more detailed understanding of their data and the relationships of their data to other trading partners, the process could be streamlined considerably. 


Quick Win: DFAS should also establish a trading partner accounting process team to provide a DoD-wide focus on trading partner accounting issues.  This team does not need to be physically co-located.  Rather, they can provide valuable analysis and support to DFAS Arlington from the Central Sites.


Establishing a trading partner accounting process team directly supports the previous recommendation to develop a DDRS-TPA to support trading partner accounting.  A core process team could:


· Meet on a periodic basis to communicate lessons learned, share leading practices, and communicate issues between Field Site, Central Site, and DFAS Arlington levels.


· Participate in developing functional requirements for further enhancements to DDRS-TPA.  


In DoD, the trading partner accounting process is clearly a bottleneck.  Establishing this trading partner team in DoD is similar to Cisco establishing its accounts payable and purchasing team to resolve a bottleneck process.  Sharing the knowledge of this process among a dedicated team, and across sites and organizational levels, will help improve the process more effectively than if the knowledge were contained at the Site level.


Interim Win: DFAS should evaluate potential modifications to source accounting systems to capture the data elements necessary for trading partner accounting.  The first two trading partner quick wins are initiatives that can begin immediately with a quick implementation.  In some cases, DoD should evaluate the current accounting systems and determine if systems should be enhanced to better capture trading partner accounting information when the source document is created.  The ideal candidates for this initiative are those where a targeted system enhancement, coupled with DDRS-TPA functionality, will result in significant streamlining of the trading partner process and improve data quality.

2.7.3 Design


2.7.3.1 Assumptions


The following assumptions apply to these initiatives:


· All quick and interim initiatives toward streamlining the trading partner accounting process should be closely coordinated with the OMB intragovernmental transactions government-wide initiative.


· DFAS continues to use DDRS-AFS and its Trading Partner Import Sheet process in the interim environment.  DDRS-TPA expands the system environment to the Field Site levels, however the core interface and coordination point remains DDRS-AFS.  Close coordination with the DDRS Program Management Office (PMO) will be required.  


2.7.3.2 Constraints


The DDRS-TPA initiative could be constrained by DDRS networking issues.  There have been network challenges in implementing DDRS-AFS and the DCM.  These challenges are expected in an implementation like DDRS where the system is being introduced into non-standard technical environments.  Expanding the number of DDRS users, and the functionality that it performs, may also require significant evaluation of network issues.


The following constraints may limit potential modifications to source systems: 


· A preliminary cost benefit analysis may determine that it is more efficient to limit this enhancement to those systems that have the longest projected useful lives. 


· Funding for financial system enhancements may be constrained by future DoD initiatives and commitments with higher priorities.   


· Human capital shortfalls (technical and functional) may constrain the acquisition of required personnel resources. 


2.7.3.3 Process Change Requirements


The DDRS-TPA initiative contains several process changes:


· Field Site and Component activity level users use DDRS-TPA for trading partner accounting.  In the current environment Field Sites and Component activities do not use a standard system for this requirement.


· Entry of trading partner information at the DDRS program code level occurs at the Field Site level, or the Component activity level, where the trading partner transactions occur.  In the current environment, this information is manually entered into the Trading Partner Import Sheet at the Central Site level.


· DFAS Field Sites and Central Sites assume an approval role of trading partner accounting information at the appropriate levels.  In the current environment, most approval activity occurs at the Central Site level.


· Field Site and Component activity users have responsibility for reconciling trading partner information that has been entered against their accounts by other Components.  They will coordinate closely with their DFAS Central site for assistance in reconciliation.  In the current environment, DFAS Central Sites assume most responsibility for trading partner reconciliations.


As a result of potential modifications to source systems, the following processes will change: 


· The transaction entry process, where applicable (the system does not currently capture the required data), will be revised for the inclusion of the additional fields of data.  


· The impact on the process to complete the DDRS-AFS trading partner import sheet will be an abbreviated timeframe (no change to actual process actions). 


2.7.3.4 Technology Issues


Many technology issues were described in the Constraints section.  Additionally, the following technology issues have a significant impact on potential modifications to source systems:


· There are a tremendous number of systems capturing intragovernmental and intergovernmental transaction information.  The level of detail varies among systems.  


· These transaction level systems are at varying stages of the systems lifecycle: legacy, migratory, and modern.  The projected useful life of each system will influence the technology investment decision process.


· For the reasons above, each system will have to be evaluated individually to determine the feasibility and technical requirements of this recommendation in relation to that system.  


2.7.3.5 Stakeholder Requirements


Stakeholders include Component activities, Field Sites, Central Sites, DFAS Arlington, and the Office of the Under Secretary of Defense (OUSD(C)), as the trading partner process impacts all reporting levels within DoD.


2.7.4 Implementation Strategy


2.7.4.1 Approach


The approach for implementing each trading partner accounting initiative is described below.


DDRS-TPA


To develop DDRS-TPA functionality to support the trading partner accounting process, DFAS should:


· Establish a joint functional and technical team to develop requirements for DDRS-TPA functionality to include trading partner accounting processes.


· Identify the sources of trading partner accounting information at the Component activity and DFAS Field Site levels.


· Develop the default business rules at each Component activity and Field Site, e.g., the default trading partner program codes, SGL accounts, and other attributes.


· Develop the approach for interfacing DDRS-TPA to the DDRS-AFS Trading Partner Import Sheet process.  This interface must receive inputs of trading partner accounting information during the initial capture.  It must also feed back offsetting trading partner information from other activities.


· Develop desktop procedures for entering trading partner accounting information into DDRS-TPA, and reconciling offsetting information from other activities.


· Incorporate the functional and technical enhancements into DDRS-TPA, based on development of the functional requirements.


· Develop an implementation schedule for rolling out the new DDRS-TPA functionality.  One approach is to pilot the new functionality at one reporting entity followed by DoD-wide implementation.  


· Develop and distribute policy in support of DDRS-TPA.  Policy should describe the specific documentation requirements and business rules in support of trading partner accounting.  Standard policy must be issued and enforced to support the DDRS-TPA approach, i.e., a standard tool like DDRS-TPA will only be effective when supported by standard policy and business rules.  


· Define the materiality thresholds for reconciliations in the DDRS-TPA environment.


· Develop performance metrics on trading partner processes that will be incorporated into the financial statements scorecard.


· Develop a training program and schedule for new DDRS-TPA functionality.


· Initiate the DDRS-TPA implementation plan and training program.


Trading Partner Accounting Process Team


To establish a Trading Partner Accounting Process Team, DFAS should:


· Identify key participants in the trading partner process.  This should be done as part of the DDRS-TPA analysis of Component activity and DFAS Field Site participants.


· Develop an approach for collaborating and documenting lessons learned, leading practices, and issues that should be communicated across the DFAS network.  


· Establish a meeting schedule and meeting logistics.


Modifications to Source Accounting Systems


This recommendation will require individual system analyses at the DFAS Central Site General Fund and Working Capital Fund level.  DFAS Central Sites should coordinate the development of individual System Change Requests (SCRs).  Each SCR should identify the applicable transaction level systems, and outline a general implementation strategy.  SCRs should be forwarded to the applicable program management office for review, and to the Financial Management Modernization Program (FMMP), for review and approval.  If ultimately approved, detail implementation plans should be developed on a system-by-system basis.  Training will be required for those system users that are responsible for transaction entry.  Specific training requirements will be defined on a system-by-system basis, as individual SCRs are developed.

2.7.4.2 Timeframe


Developing DDRS-TPA to support trading partner accounting and establishing the trading partner accounting process team can likely be implemented by the third or fourth quarter 2003 financial statement compilation.  Much of the basic functionality required to perform DDRS-TPA functions can be leveraged from the DCM design.  


2.7.4.3 Training Requirements


Training requirements are addressed in the Approach section.


2.7.5 References


There are no references.


2.7.6 Appendix


Appendix E:  OMB Memorandum on Intragovernmental Transactions.


2.8 Reporting Assessments of Data Availability


2.8.1 Recommendation


Defense Finance and Accounting Service (DFAS) and Component financial managers are now required to compile financial statements more frequently and faster.  Effective for FY 2003 reporting, the Department of Defense (DoD) is required to compile quarterly unaudited financial statements 45 days after the end of each quarter.  Further acceleration is expected in the future.  Accelerated financial reporting is challenging DoD financial managers to compile and report data faster.


For the FY 2002 year-end financial statements, DFAS had 50 days, until November 19, 2002, to compile the financial statements.  For the first quarter FY 2003 financial statements that are due to the Office of Management and Budget (OMB) on February 14, 2003, DFAS had 31 days, a 19-day reduction from the annual process, to initially compile the financial statements.  Reducing 19 or more days from the compilation process challenges financial managers to address compilation issues that may not have surfaced with more flexible schedules.


In response to the challenge of accelerated financial reporting, DFAS should develop and conduct a Reporting Assessment for each reporting entity.  The objectives of the Reporting Assessment are to:


· Analyze and document the data flows to determine data availability for accelerated reporting.  


· Develop DFAS-wide alternatives for reporting, including estimation, in cases where actual data is not available in time for accelerated financial reports.  


The Reporting Assessment will provide a methodology for applying a DFAS-wide perspective to assessing data availability across reporting entities and data sources.


2.8.2 Rationale


2.8.2.1 Current Condition


In the DoD environment, financial data is not centralized in an integrated accounting system or a small number of accounting systems.  Rather, financial data is received from many non-integrated accounting systems, non-financial feeder systems, and external federal government agencies like the Department of Labor and the Office of Personnel Management.  Due to the complexity of this process, and diversity of data sources, compiling DoD financial statements is highly challenging under any timeline.  The process was a complex undertaking even under the 50-day annual reporting schedule.  Accelerated financial reporting presents a challenge to compile these disparate data sources in less time.  


2.8.2.2 Leading Practice


Leading practice companies have conducted detailed assessments of their data in developing approaches for accelerating financial reporting.  Data assessments are generally conducted as part of the functional design of a technical solution.  For example, Motorola conducted assessments of data in implementing consolidation software and web-enabled reporting.  Cisco assessed their data as they developed Internet applications and other tools to consistently report operating and financial data. Analysis of their data facilitated implementation of tools to accelerate reporting and helped them develop business rules that supported accelerated processes.

Understanding their data has helped leading practice companies identify opportunities to streamline the compilation process by estimating balances as appropriate.  In recognition of the challenges faced by commercial sector financial managers, the accounting guidelines that apply to the commercial sector provide business rules for interim reporting.  The American Institute of Certified Public Accountants (AICPA) Special Committee on Financial Reporting recommends that:

· Certain interim amounts are derived by estimation methods that may cause these amounts to be less reliable at interim dates than they are at year-end when the reported amounts are based on more refined estimation methods. 

· Companies should also disclose the interim assumptions and methods that differ from annual calculations.

In the federal government environment, OMB 01-09, Form and Content of Agency Financial Statements, approves the use of estimates for producing the quarterly financial statements, to the extent that information is not available on a quarterly basis.  OMB 01-09 states that agencies must develop reliable, alternative means of estimating quarterly amounts and balances.  In cases where data for data calls is not available, estimates, based on historical data, should be used for determining the appropriate amounts and balances for quarterly reporting.


2.8.2.3 Application and Impacts in DoD


In response to the challenge of accelerated financial reporting, DFAS should develop and conduct a Reporting Assessment for each reporting entity.  The objectives of the Reporting Assessment are to:


· Analyze and document the data flows to determine data availability for accelerated reporting.  


· Develop DFAS-wide alternatives for reporting, including estimation, in cases where actual data is not available in time for accelerated financial reports.  


· Identify opportunities for more data analysis versus data collection.  


· Identify opportunities to reduce manual tasks and associated risks; improve use of resources.


· Develop increased understanding of processes in support of development of the Financial Management Enterprise Architecture.


To test this concept in the DoD environment, the Financial Management Modernization Program (FMMP) Financial Statement Initiatives (FSI) team developed a pilot Reporting Assessment that addresses the more material assets and liabilities generally collected through data collection techniques outside the accounting system network.  The Reporting Assessment contains four sections:


1. Data Availability Assessment – Documents the dates actual data is available for quarterly reporting.


2. Data Environment – Documents the data flow process, the system environment, and data characteristics like accuracy and predictability.


3. Estimation Approaches – Provides commonly used estimation techniques as a baseline for developing estimation approaches for specific line items.


4. Impact – Documents the savings (in time and days) associated with estimation techniques 


The Reporting Assessment provides a methodology for applying a DFAS-wide perspective to assessing data availability across reporting entities and data sources.  It helps identify financial statement line items that can be estimated, and identifies common estimation techniques such as:


· Estimation based on operating plans.


· Estimation based on historical data.


· Actual information based on a different reporting cycle.


· Review of transaction documentation using year-end information as a baseline.


· Holding quarterly reporting constant based on stability of year-to-year balances.


· Exception reporting for material transactions based on established thresholds.


To test the Reporting Assessment approach, the FSI Team distributed the assessment to each of the DFAS Central Sites and requested input.  The objective was to determine if the methodology was useful, and to document any estimation issues that required further development and coordination.  The approach consisted of two tracks: (1) conducting a focused pilot effort with the Department of the Navy (DON), and (2) coordinating with the other DFAS Sites and document their initial feedback.  


Department of the Navy Pilot Initiative


The FSI Team coordinated a pilot effort with the DON General Fund (GF) in order to provide a proof-of-concept test on a large, diverse reporting entity.  The DON was also selected due to their efforts to automate the non-financial feeder data collection process.  The DON Office of Financial Operations (FMO) was the lead for the pilot effort.


The FSI Team provided FMO a generic Reporting Assessment as a baseline.  FMO then tailored the generic Reporting Assessment to their command environment to facilitate meetings with the DON functional managers.  FMO conducted interviews with the functional managers using the Reporting Assessment as a basis for discussion.  The Reporting Assessment results from the DON pilot are included as Appendix F.


The DON Reporting Assessment pilot highlighted several points for quarterly financial reporting:


· The process of analyzing the data flows within the quarterly financial reporting framework, using a Reporting Assessment tool, was a useful exercise that will help financial managers meet the accelerated reporting requirements.


· The knowledge gained from the Reporting Assessment will be useful immediately for the 45-day requirements, as well as in the future when financial reporting may be accelerated further.


· Estimation of account balances was the preferred technique for only two of the nine account balances.  Most functional managers reported that actual data would be available in time for quarterly reporting, and preferred to use actual data.  Some of the key results are summarized below: 


· Environmental Liabilities – Military Equipment managers recommended that since there is little change from quarter to quarter, estimates based upon the previous quarter might be appropriate.  A proposed methodology based on the Reporting Assessment is included in Appendix F.


· Environmental Liabilities – Defense Environmental Restoration Program (DERP) and Base Realignment and Closure (BRAC) identified the real constraint as a financial reporting schedule that has been accelerated and is not aligned to the PPBS reporting schedule.  Since part of the estimate is dependent on the budget process, there is a problem with getting the actual data together to meet the financial statement schedule.  Use of estimates may not reduce the overall manpower effort, however, they may facilitate reporting within three to five working days after the quarter close versus 15 days.  A DON-developed estimation methodology is included in Appendix F.


· Naval Sea Systems Command (NAVSEA) Sponsor Owned Material (SOM) managers did not see any savings in using an estimate except to use the previous quarter’s report if current quarter is unavailable due to system problems.  


· Naval Facilities Engineering Command (NAVFAC) Real Property managers identified no real savings in days or hours if estimates were used, in fact, to arrive at an acceptable methodology may increase the time.


Additional Component Results


As of the issue date of this draft, DFAS Indianapolis (DFAS-IN) had submitted a response that is included as Attachment 3.  The DFAS-IN Reporting Assessment highlights the issues below.


· Operating Materials and Supplies (OM&S).  Estimation based on year-end balances could be applied to OM&S in the Worldwide Ammunition Reporting System (WARS).  OM&S data is relatively predictable, and estimation would save two (2) days.


· General Property, Plant and Equipment (PP&E).  DFAS-IN plans to estimate first and third quarter balances for Land, Buildings, Leasehold Improvements, and Construction-in-Progress.  This approach is dependent on development of actual data twice a year, and estimation of the alternating quarters based on prior quarter actuals.


· Environmental Restoration and Disposal Liabilities.  Other Accrued Environmental Costs (Non-DERP funds) are updated annually, and therefore estimation of these balances is required.  The compilation process for DERP and BRAC funded liabilities is slowed by the quality assurance/quality control process and delays during the data call process.  


DFAS should assess whether a common estimation methodology can be developed for Environmental Restoration and Disposal Liabilities.  Both the DON and DFAS-IN cited similar challenges in compiling this information.  


Next Steps


The next steps to continuing progress with the Reporting Assessment methodology are described in the Implementation Strategy – Approach section.


2.8.3 Design


2.8.3.1 Assumptions


The following assumptions apply to the Reporting Assessment methodology.


· Estimation methodologies should be implemented consistently across the DoD environment to the greatest extent practical.  While there will be some variation in estimation methodologies due to the non-standard system environment, consistent methodologies will provide the greatest benefit to users of reporting information.


· To develop and implement consistent methodologies, coordination is required among the Components, the Office of the Under Secretary of Defense – Comptroller (OUSD(C)), the Office of the Under Secretary of Defense – Acquisition Technology and Logistics (AT&L), the DoD Inspector General, and the General Accounting Office (GAO).


2.8.3.2 Constraints


With the use of estimates, there is a risk of reduced data accuracy.  However, the source Component can access feeder system data when needed, and develop post-close management reports to evaluate the accuracy of estimates.  More emphasis is generally placed on annual balances for many of the line items recommended for estimation.


Another constraint is that estimation has not been widely practiced in the DoD financial management environment.  To their credit, DoD accountants generally have a “get it right at all cost” approach.  Therefore, training and change management will be required to increase acceptance of estimation methodologies for accelerated reporting purposes while concurrently improving processes and data quality.


2.8.3.3 Process Change Requirements


Conducting Reporting Assessments requires a coordinated effort with DFAS Arlington, the DFAS Central Sites, Field Sites, and the Components.  This effort, which has already begun with the pilot efforts, should continue to better assist the reporting community in adapting to the accelerated reporting requirements.  The Reporting Assessment process should be repeated if OMB accelerates financial reporting further.


2.8.3.4 Technology Issues


There are no immediate technology issues related to the administration of Reporting Assessments.  The initial Reporting Assessments have highlighted technology constraints in the compilation environment.  The Assessments can be used as a vehicle for identifying system enhancements to support accelerated financial reporting.


2.8.3.5 Stakeholder Requirements


All participants in the DoD financial management community are stakeholders in the Reporting Assessments process.  


· DFAS-Arlington and OUSD(C) require an understanding of data availability issues and constraints.  These offices also need to approve estimation methodologies.


· DFAS Central Sites, Field Sites, and Component activities will benefit from Reporting Assessments in their financial statement compilation efforts.  They will also benefit from the increased knowledge sharing about common challenges.


· Audit and oversight organizations will have a coordinated vehicle for reviewing and approving methodologies.  They will also have a central source of information that can be used for developing audit planning.


2.8.4 Implementation Strategy


2.8.4.1 Approach


DFAS should complete the following next steps to continue momentum with the Reporting Assessment process.


· The Reporting Assessment should be completed for the remaining DoD Components and the results should be consolidated and maintained at DFAS-Arlington.  


· The FSI Team has developed an Estimation Methodologies Spreadsheet that can be used to document estimation approaches as part of the Reporting Assessment process.  This spreadsheet is included as Attachment 4.  


· The Reporting Assessment results should be distributed to the DFAS Central Sites, Field Sites, and Component activities so that DoD leading practices can be shared.  


· Coordination meetings should be scheduled with all stakeholders to discuss methodologies for line items that are particularly challenging to report on a quarterly basis.  Based on results to date, developing an estimation methodology for Environmental Restoration and Disposal Liabilities is the highest priority.  The DON has developed an approach, and this approach should be coordinated with DoD and external stakeholders like GAO.  


2.8.4.2 Timeframe


The Reporting Assessments methodology was initiated with the development of this draft, the DON pilot, and the coordination with DFAS-IN.  Other DFAS Central Sites are currently reviewing the Reporting Assessment.  DFAS should complete this process with the objective of documenting a DoD-wide Reporting Assessment, and coordinating with the audit/oversight organizations as appropriate.


2.8.4.3 Training Requirements


No formal training is required to conduct Reporting Assessments.  Rather, the process should be centrally coordinated with ongoing assistance.


2.8.5 References


Not applicable.


2.8.6 Appendix and Attachments


Appendix F:  Department of the Navy Reporting Assessment Pilot.  This information was GFI, provided by the DON FMO.


Attachment 3:  DFAS Indianapolis Reporting Assessment.


Attachment 4:  Estimation Methodologies Spreadsheet.


2.9 Expand Use of DDRS for Footnote Analysis


2.9.1 Recommendation


Department of Defense (DoD) Components should use the Defense Departmental Reporting System – Audited Financial Statements Module (DDRS) as the source for footnote analysis at the activity levels of the financial management process.  In addition to its primary functionality of a report compilation tool, DDRS can be used to streamline the capture, analysis, and consolidation of accounting information used for financial statement footnotes.  While the current approach has been effective, expanding the functionality of DDRS to incorporate more footnote analysis functionality may provide both efficiency and quality benefits to the compilation process.  This solution can streamline the mechanics of the footnote process while improving the capture process.


2.9.2 Rationale


2.9.2.1 Current Condition


Currently, DDRS is used primarily as a report compilation tool.  Input, analysis, and consolidation of footnote information generally occurs at the Defense Finance and Accounting Service (DFAS) Central Site level with input from DFAS Field Sites and Component activities as required.  The input from Field Sites and Component activities generally occurs by e-mail, phone, and other communications.  DFAS has already made significant investments in DDRS; expanding DDRS functionality can provide benefits that exceed the cost of enhancements.


One Component has already taken steps to expand the use of DDRS as a footnote analysis tool, and the results have been highly encouraging.  The Navy Working Capital Fund (NWCF) has expanded the use of DDRS by implementing it at the Command level.  With DDRS implemented at this level, Command accountants can collaborate on-line and coordinate with the Department of the Navy Office of Financial Operations (FMO).  NWCF Commands and FMO also collaborate with DFAS to compile the NWCF financial statements.  More than 40 NWCF DDRS users joined the DDRS network to ease the burden of compiling financial statements.  By using DDRS, the NWCF financial statements are compiled with higher quality information and more efficiently than before.


2.9.2.2 Leading Practice


Leading practice companies have redesigned their processes to support more efficient financial reporting.  Leading practice techniques include consolidating functions to analyze problem points, and distributing responsibilities to the source.  For footnote analysis, this translates into aligning responsibility to the source where valuable analysis can be provided.  


2.9.2.3 Application and Designs in DoD


DFAS can implement this leading practice, and leverage the results of NWCF initiative, by expanding the use of DDRS as a tool for footnote analysis throughout the reporting network.  The potential benefits of this initiative include:


· A broader community of accountants will become involved in the reporting process.  This will help redefine reporting from largely a departmental-level activity to an organization-wide activity that consists of accountants and managers at all levels.  By expanding the community of people that support the reporting process, and aligning footnote analysis to the most comprehensive sources of quality information, the quality of the process will be improved.  


· DDRS implementation can streamline the footnote process by centralizing the mechanics of footnote capture, analysis, and consolidation in one system.  Today, the footnote process occurs outside of DDRS through e-mail, fax, and other communication.  DDRS can provide the dual benefit of decentralizing the substance of footnote capture and analysis to the most appropriate source, while centralizing and streamlining the mechanics of the process.


· DDRS can become an ongoing component of the accounting process, rather than a quarter end and annual reporting application.  Specifically, Commands and activities could provide analysis in support of footnotes at any time during the accounting period.  This approach would help the accounting community move toward continuous reporting of significant events.


· This initiative will provide increased efficiencies in the footnote process and improve data quality, as the source is closer to the information.  The efficiencies will probably not translate into an immediate savings in the number of days for compilation.  However, over the next several quarters as users become familiar with the DDRS process, at least one day can be gained during the process for each reporting entity.


2.9.3 Design


2.9.3.1 Assumptions


The following assumptions are related to this initiative:


· DDRS will continue to be the financial statement consolidation tool in the interim environment.


· The organizations and reporting responsibilities that currently support the financial statement compilation process will continue to support the process in the interim environment.


2.9.3.2 Constraints


DDRS needs to be implemented at each new user site.  While this is not a significant constraint, there is a software distribution process and some technical networking issues that will require attention at each site.  


2.9.3.3 Process Change Requirements


The current environment could be modified as follows:


· Components and Field Sites enter footnote analysis in DDRS rather than analysis and communications external to DDRS, as occurs in the current environment.


· Field Sites, Components, Central Sites, and DFAS Arlington share footnote capture, analysis, and consolidation.  


The Implementation Plan section of this paper provides an approach for implementing these process changes.


2.9.3.4 Technology Issues


DDRS runs on a network environment using standard software.  Software distribution and network issues would need to be resolved similar to the approach used for current DDRS users.  


2.9.3.5 Stakeholder Requirements


Expanded use of DDRS will require a process change at the DFAS Field Site and Component levels.  These participants traditionally have provided footnote analysis outside the DDRS process.  They would continue to provide this function using DDRS as the tool.


2.9.4 Implementation Strategy


2.9.4.1 Approach


DFAS Arlington should initiate the following steps to expand use of DDRS as a tool for footnote analysis.  


· Coordinate with the DFAS Central Sites and the Components to incorporate footnote templates into DDRS.  These templates would define the information requirements that should be regularly included in footnote analysis.  The information requirements may vary by reporting entity, based on management requirements.


· Develop a DDRS implementation schedule for implementation at DFAS Field Sites and Components.  


· Develop an approach for consolidating footnote analysis at each level of the reporting process.  For example, a footnote analysis could take the following steps:


· Originate at a Component activity.


· Input from a DFAS Field Site.


· Consolidation at a Component activity.


· Incorporation into footnotes at a DFAS Central Site.


· Incorporation into footnotes at DFAS Arlington.


At each step, the approach for analysis, review, and consolidation must be defined.  The approach may vary by reporting entity.


· Develop performance metrics that can be incorporated into the financial reporting scorecard.


· Develop and distribute a schedule for updating DDRS with footnote analysis.  This schedule should be incorporated into the detailed schedule OUSD(C) issues regarding the financial statement compilation process.  There are several alternatives for scheduling DDRS updates:


· Update DDRS as a function of the quarterly financial reporting process.  


· Update DDRS with footnote analysis each month, or as significant events occur, to develop an ongoing organizational capability to provide analysis.  Using this approach, the quarterly footnote analysis would change from a compilation process to a review and analysis process.  


Between the two alternatives, updating DDRS with footnote analysis each month, or as significant events occur, provides the better approach for achieving a continuous financial analysis capability.


· Conduct training of DDRS and its use as a footnote capture, analysis, and consolidation tool to new users.


2.9.4.2 Timeframe


Implementing DDRS as a tool for footnote capture, analysis, and consolidation should begin immediately with a goal of implementation in several reporting entities for the second quarter compilation process.  Given that DDRS is already developed, and is already being used as a footnote analysis application on a limited basis, expanding this implementation should be possible during FY 2003.


2.9.4.3 Training Requirements


New DDRS users should be trained as part of the DDRS implementation process.  Two types of training are required: (a) training on how to use DDRS application and (b) training on how to use DDRS for footnote analysis.

2.9.5 References


The leading practice information was obtained from the FMMP FSI Leading Practices Deliverable, Version 4.0.


2.10 Modify DoD Quarterly Financial Statement Guidance


2.10.1 Recommendation


The Office of the Under Secretary of Defense (Comptroller) (OUSD(C)) should modify its reporting requirements for the preparation of interim (quarterly) financial statements.  Rather than the year-end requirement of stand-alone financial statements for each Department of Defense (DoD) reporting entity, OUSD(C) should limit the report preparation to an agency-wide financial statement including consolidating and combining statements for each reporting entity.  This recommendation supports the objectives of interim financial reporting as described below:


· All of the data compilation, consolidation, and analysis requirements that would be required to compile stand-alone financial statements would continue to be required to produce an agency-wide financial statement including consolidating and combining statements for each reporting entity.  Therefore, the accelerated analysis of process changes and improvement gained through repetition would still be achieved.


· By limiting the production aspect of the compilation to an agency-wide financial statement including consolidating and combining statements for each reporting entity, the administrative burden associated with compiling stand-alone statements and developing stand-alone footnotes is significantly reduced.  Reducing this administrative aspect of the financial statement compilation allows the accounting community to focus exclusively on process and quality improvements – the rationale for interim financial reporting.


· The Defense Departmental Reporting System (DDRS) is already configured to produce an agency-wide financial statement including consolidating and combining statements for each reporting entity, as this is one of the year-end reporting requirements for the audited financial statements.  Therefore, minimal, if any change would be required to implement this recommendation.  DDRS users would not produce stand-alone financial statements.  The data would reside in DDRS, and support the compilation of the agency-wide statements.  Using this approach, the accounting community could focus total attention on the compilation process, data quality, and final DDRS balances, and minimize time spent on financial statement production.


The DoD’s first quarter FY2003 unaudited financial statement reporting guidance compared to the recommendation is summarized in the following table.


		

		OMB

		DoD Req’d

		



		Financial Statements and Notes

		Req’d

		By 2/14

		By 2/28

		Proposed



		Balance Sheet 




		Yes




		Yes




		

		Yes






		Statement of Net Cost

		Yes

		Yes

		

		Yes



		Statement of Budgetary Resources

		Yes

		Yes

		

		Yes



		Statement of Changes in Net Position

		

		Yes

		

		Yes



		Footnote Schedules

		

		Yes

		

		



		Statement of Financing

		

		Yes

		

		



		Statement of Custodial Activity

		

		Yes

		

		



		Footnote Narratives

		

		

		Yes

		





2.10.2 Rationale 


2.10.2.1 Current Condition


The DoD’s current interim reporting requirements exceed the minimum reporting requirements prescribed by the Office of Management and Budget (OMB) in Bulletin 01-09.  For the first quarter FY2003 unaudited financial statements, the Defense Finance and Accounting Service (DFAS) Accounting Services Networks will be responsible for compiling and releasing stand-alone financial statements and DFAS Arlington will release the final (DoD) agency-wide statements.


2.10.2.2 Leading Practice


OMB Bulletin 01-09 limits its interim reporting requirements to the following financial statements: a consolidated balance sheet, statement of net cost, and combining statement of budgetary resources.  This Bulletin does not require the preparation of a Statement of Changes in Net Position, Statement of Financing, Statement of Custodial Activity, and Notes to Financial Statements.


OMB Bulletin 01-02, Audit Requirements for Federal Financial Statements, prescribes the entities that must prepare annual and interim financial statements.  This Bulletin requires annual and interim financial statements for the DoD, the General and Working Capital Funds of the Army, Navy, and Air Force, the Military Retirement Fund, and the Army Corps of Engineers Civil Works Fund.  This Bulletin does not require separate financial statements for other DoD agencies.


The current DoD policy does not limit the financial statements that must be prepared nor the entities required to prepare statements but rather requires a complete set of financial statements and notes thereto for each of the following: DoD; Army, Navy, and Air Force General and Working Capital Funds; Military Retirement Fund; Corps of Engineers Civil Works Fund; Defense Logistics Agency; Defense Finance and Accounting Service; Defense Information Systems Agency; Defense Contract Audit Agency; Defense Commissary Agency; Defense Security Service; and the Defense Threat Reduction Agency.


Leading practice companies have redesigned their processes to support more efficient financial reporting.  Leading practice techniques include consolidating financial reporting functions and processes.  The following table illustrates what selected federal agencies are preparing for interim (quarterly) unaudited financial reporting:


		Financial Statements and Notes

		Treasury

		Interior

		Energy

		NIH

		OPM



		Balance Sheet 




		Yes




		Yes




		Yes




		Yes




		Yes






		Statement of Net Cost

		Yes

		Yes

		Yes

		Yes

		Yes



		Statement of Budgetary Resources

		Yes

		Yes

		Yes

		Yes

		Yes



		Statement of Changes in Net Position

		Yes

		Yes

		

		

		



		Statement of Financing

		

		

		

		

		



		Statement of Custodial Activity

		

		

		

		

		



		Footnotes

		

		

		

		

		





2.10.2.3 Application and Impact to DoD


With the exception of preparing the Statement of Changes in Net Position, which is needed to report the source of funding for costs reported on the Statement of Net Cost, we believe that limiting its financial reporting requirements to those prescribed by OMB would benefit the DoD in several ways. 


Free Staff to Address Historical Accounting and Reporting Problems  


Preparation of the Statement of Financing, Statement of Custodial Activity, and the notes (narratives and schedules), entails a significant amount of effort and time.  As evident during year-end reporting, producing a full set of financial statements and notes requires a significant amount of overtime hours.  Extending the annual reporting requirement (both internal and external) to interim financial statements may limit DoD staff availability for addressing financial reporting problems that inhibit it from producing reliable information for management and financial reporting.  Accordingly, limiting the interim reporting process will free staff to address historical accounting and reporting problems.


Facilitate Process Improvements


Processes that are common across DoD can be centralized and coordinated by a single team.  For example, data calls and leave accrual adjustments originating from the Defense Joint Military Pay System (DJMS) can be managed centrally rather than by reporting entity.  Currently, DFAS Arlington coordinates adjustments to record DoD-wide liabilities, such as FECA and Retirement Benefits.


Minimize Preparation Problems


Reduced Reconciliations – Eliminating the requirement for interim stand-alone statements reduces the layers of statements that have to be reconciled.  Reconciliation will be limited to within the agency-wide principal and consolidating and combining statements, with no additional reconciliation from agency-wide consolidating and combining, to stand-alone statements.  Likewise, the elimination of note schedules will also eliminate the need for reconciliation from statements to notes. 


Reduced Financial Statement Rounding Efforts – Correcting financial statement rounding differences involves a significant amount of effort.  Eliminating the requirement for interim stand-alone statements reduces the layers of statements that must be adjusted for rounding differences, as well as adjustments for rounding differences between the notes and the associated statements. 


Streamlined Financial Statement Production – The final production of financial statements will be streamlined.  Review comments will require adjustment to the agency-wide statements only, rather than the several sets of stand-alone statements.  The extensive final review and printing effort involved with the stand-alone statements will not be necessary for the interim statements. 


2.10.3 Design


2.10.3.1 Assumptions


The DoD should carefully consider the impact of requiring a full set of financial statements and notes for interim reporting.  It is our understanding that the OMB weighed the benefit against the level of effort required for interim reporting as it developed the current reporting requirement.  Using an incremental approach that focuses on a limited number of important statements should facilitate staff efforts to improve the reporting process and assist the DoD in meeting a requirement for a complete set of interim statements and notes should OMB impose one. 


2.10.3.2 Constraints


During reviews of interim statements, DoD components may require footnote related information for clarification purposes.  However, in this case it would be more efficient and provide more flexibility to require the submission of the specific information separate from the interim financial statements or as supplemental information that accompanies the financial statements.   


2.10.3.3 Process Change Requirements


The current environment could be modified as follows: 


· The Director of Accounting, DFAS, and OUSD(C) will establish revised interim reporting guidelines that can be incorporated into the DoD Financial Management Regulation (FMR), or DoD Component and DFAS standard operating procedures/policy/guidance. 


· DFAS Accounting Service Networks complete draft statements and notify reporting entities and DFAS Arlington that the draft unaudited financial statements are available in DDRS-Audited Financial Statements (AFS).


· DoD Components and DFAS Arlington review draft financial statements in DDRS-AFS.


· DFAS Arlington prepares the DoD agency-wide unaudited financial statements and provides the draft statements to OUSD(C).


· OUSD(C) provides unaudited DoD agency-wide financial statements to the Office of Management and Budget.


2.10.3.4 Technology Issues


There are no technology changes required for this recommendation.


2.10.3.5 Stakeholder Requirements


Changes to policy and guidance should be coordinated with OUSD(C), the DFAS, and Financial Management Offices of the DoD Components. 


2.10.4 Implementation Strategy


2.10.4.1 Approach


The Process Change Requirements section of this paper provides an approach for implementing these process changes and the applicable roles and responsibilities.


2.10.4.2 Timeframe


The policy change should be implemented for the second quarter FY2003 unaudited financial statement reporting period.


2.10.4.3 Training Requirements


DFAS Arlington may be required to provide supplemental guidance or training to the DFAS Accounting Service Networks and/or DoD Components.  Training requirements would involve acknowledgement of revisions to interim reporting guidelines and policy.  


2.10.5 References


Information for this opportunity was obtained from OMB Bulletin No. 01-09 and OMB Bulletin No 01-02.  


2.10.6 Attachments


Attachment 5:  DoD FY2001 Agency-Wide Financial Statements.


Attachment 6:  DoD FY2001 Agency-Wide Consolidating and Combining Statements.


The above attachments are public documents.


2.11 Require the Electronic Transmission of Financial Data and Reports


2.11.1 Recommendation


The Office of the Under Secretary of Defense (Comptroller) (OUSD(C)) should require electronic transmission of financial management data and reports used to compile the financial statements.  This recommendation should be implemented immediately to impact the second quarter FY 2003 reporting process.

2.11.2 Rationale


2.11.2.1 Current Condition


DFAS Centers receive numerous reports from OUSD(C), DFAS Arlington, and the Components.  These entities often send some of these reports as hard copy (mail or fax), because the files do not meet size or blanket security restrictions (“firewall” restrictions) to be sent via email.  This hard copy transmission requires manual key - punching to input the report information into DFAS financial reporting systems.  Manual re-entry of data is a time consuming process that could be eliminated by submission of the reports in an electronic format – if not by email, then by CD or diskette.  


2.11.2.2 Leading Practice


The leading practice relating to the electronic transmission of reports is the adoption of business rules that standardize information across the organization, allowing seamless data transmission into the financial reporting process.  Business rules facilitate the consistent application of methodologies and assumptions and standardize the collection/reporting process for the financial reporting process.  For example, a top-20 bank reduced cycle time from 15 days to six (6) days by reducing manual processes, redundant checks, and reconciliation procedures.


2.11.2.3 Application and Impact to DoD


OUSD(C), DFAS Arlington, and the Components could apply this leading practice through the standardization of data and report transmission.  Resolving policies or technical restrictions (e.g., firewall issues) that cause OUSD(C), DFAS Arlington, and the Components to transmit hard copy reports would assist in this standardization.  If the use of electronic documents were required, DoD could streamline the workflow for their DFAS reporting processes.  


There are several benefits to be gained from this recommendation.  Standardizing the transmission of reports to electronic format eliminates the need to re-key data, thereby improving data integrity and saving time.  It will assist in streamlining the financial reporting process and in meeting the 45 day quarterly reporting requirement contained in the Office of Management and Budget (OMB) Bulletin 01-09.


2.11.3 Design


2.11.3.1 Assumptions


It is assumed that it is reasonable and feasible for OUSD(C) and DFAS systems personnel to research firewall issues related to file size and blanket security restrictions that keep OUSD(C) and DFAS from emailing files required for financial statement processing.


2.11.3.2 Constraints


The following constraints exist for this opportunity:


· Security considerations related to the firewall restrictions may not allow for more reports to be transmitted via email than are currently done. 


· OUSD(C), DFAS Arlington, and the Components would not be able to reconfigure firewalls or increase bandwidth due to technical constraints or the cost of development would be prohibitive. 


2.11.3.3 Process Change Requirements


This recommendation would automate the transmission of data and reports that is currently performed manually.  Specifically, data and reports that are currently submitted to the DFAS centers manually will be submitted via email, CD, or diskette.  It will also eliminate the process at DFAS Centers of re-keying data from those reports. 

2.11.3.4 Technology Issues


The technology issues, primarily the security considerations, are identified in the Constraints section above.


2.11.3.5 Stakeholder Requirements


This opportunity will impact the DFAS Centers, the Components, DFAS Arlington, and OUSD(C).  Clearly, it would provide the most benefit to the DFAS compiling centers as it will reduce the time expended re-keying data from hard copy transmissions.  It would require the approval of OUSD(C), DFAS Arlington, and the Components and their respective systems personnel to review and assess potential changes to their existing security policies, firewall configuration or available bandwidth to allow the transmission of electronic documents that currently do not meet size or blanket security restrictions.  In addition, OUSD(C), DFAS Arlington, and the Components should adopt guidelines for transmitting electronic documents for use in the financial reporting process.  

2.11.4 Implementation Strategy


2.11.4.1 Approach


The following steps should be taken to implement this opportunity:


· OUSD(C) should require the electronic transmission (email, CD, or diskette) of data and reports required for the financial statement compilation process.  OUSD(C) should modify the DoD Financial Management Regulation, as appropriate.


· OUSD(C), DFAS Arlington, and the Components should assess current firewall restrictions from technical and security viewpoints and modify, if appropriate, to allow transmission of reports required for the financial statement compilation process.


2.11.4.2 Timeframe


OUSD(C) should implement the requirement immediately to impact the second quarter FY 2003 financial statement reporting process.  OUSD(C), DFAS Arlington, and the Components should immediately begin a review and assessment of the firewall restrictions and report results to OUSD(C) by June 30, 2003.

2.11.4.3 Training Requirements


No training appears to be necessary at this time.


2.11.5 References


This opportunity was identified through interviews with DFAS Denver General Fund financial reporting personnel.  The leading practice information was obtained from the FMMP FSI Leading Practices Deliverable, Version 4.0.


2.12 Centralize Schedule Management and Prioritize Data Calls


2.12.1 Recommendations


The Office of the Under Secretary of Defense (Comptroller) (OUSD(C)) currently issues a high level schedule for financial statements, which leaves more refinement of the schedule to others.  OUSD(C) should: 


· Work with the Defense Finance and Accounting Service (DFAS) to publish an annual calendar of events for closing and compiling the financial statements.  At a minimum, the annual calendar should include standard closing dates for all levels of reporting within DoD (Components, DFAS Field Sites, DFAS Central Sites, DFAS Arlington, and OUSD(C)).  


· Centrally approve and coordinate any changes subsequent to the issuance of the annual calendar. 


· Pilot the central calendar for the remainder of FY 2003 and refine and issue it annually beginning in FY 2004.


In addition, OUSD(C) should prioritize internal data calls (information requests) to mitigate the impact on the compilation process.


2.12.2 Rationale


2.12.2.1 Current Condition


Schedule management is currently not centralized; general guidance is provided and more specific guidance is developed by field organizations.  Schedule management needs to be tightly coordinated in the Department of Defense (DoD) financial management environment to meet the 45-day quarterly reporting requirement.  Currently, scheduling is shared among OUSD(C), DFAS Arlington, the DFAS Central Sites, and the DFAS Field Sites, as follows: 


· OUSD(C) and DFAS Arlington issue a high level schedule for financial statement compilation.


· The Central Sites issue more detailed closing guidance to the Field Sites and Components.  However, customers (the Components) advise Field Sites when closed data will be transmitted.  


· The Field Sites coordinate with their customers and establish additional due dates.


· Financial managers throughout DoD issue data calls during the compilation process that may not be related to the compilation, yet they directly conflict with the compilation schedule.  For example, DFAS requires the Quarterly Receivables Report on the sixth business day of the second month after the end of the reporting period.  For the first quarter FY 2003 reporting cycle, this report was due on February 10, conflicting with the first quarter financial statement compilation requirements.


Before the Office of Management and Budget (OMB) issued Bulletin 01-09, requiring quarterly financial statement reporting and accelerated annual financial statement reporting deadlines, this scheduling process was workable.  However, with the reporting deadlines accelerated to 45 days after period end, this model will be less likely to work for DoD.  Now, DoD needs to centralize coordination and control and streamline the reporting process. 


2.12.2.2 Leading Practice


This opportunity relates to the private industry leading practice of improved communication, specifically, a shared vision goal of financial statements as a management and decision-making tool and standard, integrated schedule management.  Several leading corporations have employed these practices to improve their financial statement compilation and production process.  For example, Raytheon established direct reporting of financial managers to the CFO (versus local business managers) and moved to central financial control.  In addition, a top-tier automotive supplier shortened its 11 day close to five (5) days by providing executive committee support, engaging key process owners, and making them accountable.


2.12.2.3 Application and Impact to DoD


OUSD(C) can adopt this leading practice and improve its communication and coordination with DFAS Arlington, the Central Sites, and the Field Sites by creating an agreed upon annual reporting calendar and by prioritizing data calls that are not related to the closing process.  During the Financial Statements Initiative (FSI) team’s workshops with the Field Sites, many indicated that communication is inconsistent and/or untimely.  Communication is a critical enabler to the monthly closing and financial statement compilation processes because it facilitates the clarity of priorities and related business requirements.  This recommendation does not appear to be a major change in terms of organizational realignment and can be implemented quickly.  However, the accounting community will perceive this change as a major win. 


The benefit of centralizing the schedule management and tightly controlling data calls will be a more appropriate communications structure for meeting the new financial management requirements.  It improves DoD’s capability to transfer consistent and relevant information to the appropriate audience in an optimal way so that DFAS effectively produces the financial statements.  


2.12.3 Design


2.12.3.1 Assumptions


There are no assumptions for this opportunity. 


2.12.3.2 Constraints


Central schedule management for financial statement reporting is not a current practice within DoD.  Implementing this change will require a modification of certain roles and responsibilities, particularly at OUSD(C) and DFAS Arlington, where additional coordination functions occur.  It will also require a clearly communicated plan of action, so each office knows the impact on them.


2.12.3.3 Process Change Requirements


The current environment (described above in Current Conditions) should be modified as follows:


· OUSD(C), in coordination with DFAS Arlington, issues a detailed calendar for financial statement compilation.  At a minimum, the annual calendar should include standard closing dates for all levels (Components, DFAS Field Sites, DFAS Central Sites, DFAS Arlington, and OUSD(C)), as the closing process is highly dependent on the upward flow of information from the Field Site, the Central Site, and headquarters levels.


· The Central Sites issue supplementary guidance to the Field Sites that only adds detail not available in the OUSD(C) guidance.  The two guidance documents (the central schedule issued by OUSD(C) and the Central Site additions) are functionally integrated, if not physically integrated.


· The Field Sites coordinate with their customers on the closing process.  They are not put in the position of enforcing due dates on their customers because those due dates have been directed by OUSD(C).


· Customers are expected to meet established timelines.  A cross-functional strategic metrics team comprised of representatives from different departments, such as operations, finance, planning, and information technology will be formed in the OUSD(C) to maintain performance metrics at various stages of data collection and transmission.  The team will determine what additional short-term resources are needed and available to facilitate data transmissions where metrics have indicated problems exist.


· OUSD(C) and DFAS jointly develop a “Closing Process” communications strategy and reiterate a common definition of the “Closing Process” to all stakeholders in the financial management community.


· OUSD(C) centrally approves and coordinates any changes subsequent to the issuance of the annual calendar. 


· OUSD(C) and DFAS coordinate all communications to the Central Sites, Field Sites, and Components.  Data calls not related to the compilation process are deferred until after the compilation process is completed.  Data calls requesting highly similar information are combined as much as possible.  Improved communications and coordination facilitate accountants in the field operating with confidence that their workload is being appropriately allocated according to highest priorities.


· In the longer term, communications are distributed via an integrated web site for all financial management matters.  The accounting technician in the field accesses one web site for all OUSD(C), DFAS Arlington, and Central Site requirements.


2.12.3.4 Technology Issues


As indicated in the last bullet above, in the longer term, OUSD(C) or DFAS Arlington should develop and maintain a web site for all financial management communications.  It would include the quarterly and annual central schedules for compiling the financial statements.


2.12.3.5 Stakeholder Requirements


Central schedule management affects and will benefit all stakeholders in the financial management community – OUSD(C), DFAS Arlington, DFAS Central Sites, DFAS Field Sites, and the Components.  OUSD(C) should identify a lead office for central schedule management and redefine any roles and responsibilities as needed.


2.12.4 Implementation Strategy


2.12.4.1 Approach


OUSD(C) takes the following steps to implement this recommendation:


· Work with DFAS Arlington to develop a core schedule for the end-to-end processes, including standard closing dates for all levels (Components, Field Sites, Central Sites, DFAS HQ, and OUSD(C)).


· Designate a lead office and assign roles and responsibilities, particularly related to coordination and issuance of the calendar, prioritization and coordination of data calls, and schedule management in general.


· Issue the revised processes, including the centralized schedule, to DFAS Arlington, the Central Sites, Field Sites and Components via formal memo from USD(C).


· Develop schedule management performance measures and related metrics to emphasize accountability for meeting scheduled dates.


· Assign a cross-functional strategic metrics team.


2.12.4.2 Timeframe


OUSD(C) should disseminate a pilot calendar for the remainder of FY 2003 quarterly and year-end reporting by 31 March 2003.  OUSD(C) should then issue annual calendars, identifying all quarterly and year-end reporting timelines, at the beginning of each fiscal year.


2.12.4.3 Training Requirements


OUSD(C) should conduct a workshop with DFAS Arlington, the Central Sites, Field Sites, and Components in March 2003 to inform these stakeholders of the new process and review the remaining FY 2003 schedules.  OUSD(C) may consider conducting such a workshop at the beginning of each fiscal year.


2.12.5 References


This opportunity was identified during the workshops conducted by the FSI team with the DFAS Central Sites and selected Field Sites.  The leading practice information was obtained from the FMMP FSI Leading Practices Deliverable, Version 4.0.


2.13 Adopt a Moratorium on Changes to Guidance During the Year


2.13.1 Recommendation


The Office of the Under Secretary of Defense (Comptroller) (OUSD(C)) should adopt a moratorium on changes to financial management guidance issued during the fiscal year.  As such, financial management guidance is stable for an entire fiscal year, which results in quarterly and year-end financial statements that are consistent with one another.  This recommendation should be implemented by March 31, 2003, to apply to the remainder of FY 2003 reporting.


2.13.2 Rationale


2.13.2.1 Current Condition


Changes in financial management guidance from the Department of Treasury (Treasury), the Office of Management and Budget (OMB), and OUSD(C) have a significant ripple effect throughout the organization that generally proves costly in terms of time.  Site visits and workshops conducted by the Financial Statements Initiative (FSI) team with the DFAS Central Sites and Field Sites identified that frequent financial policy changes divert accounting personnel from current work requirements to determine how to implement the changes required by the new policy.  In addition, the policy changes can cause sites to perform time-consuming rework and to make significant accounting adjustments at a time when they are trying to compile data for the quarterly financials.  This is particularly true of policy changes that must be implemented in the current fiscal year.  For example, the Department of the Navy received an update to the Department of Defense (DoD) Financial Management Regulation (FMR) after the annual data collection process had been developed and issued.  These changes required (1) communicating to the Navy Commands that the initial request was canceled, (2) redeveloping the data collection process, (3) reissuing the data call, and (4) explaining the changes to the Navy Commands.  This updated FMR, issued during the compilation process, added five days to the compilation time period.

DoD is too large and complex to implement policy changes within a fiscal year.  Implementing changes consumes time, depletes resources, often requires changes to systems, and requires training across several levels of the organization.  It is not practical to adopt accelerated reporting schedules while concurrently implementing policy changes.  Working in a constant environment of change had less impact to operations when the audited financial statements were due 120+ days after the end of the fiscal year; it is not practical with a 45 day due date.


2.13.2.2 Leading Practice


This opportunity relates to the private industry leading practice of improved communication, specifically, ownership of administration of changes to structure and content.  Standard industry practice is to stabilize accounting and reporting guidance throughout the year, which facilitates producing the financial statements in a timelier manner.  In addition, the Federal Accounting Standards Advisory Board (FASAB) and the Financial Accounting Standards Board (FASB) provide for wide implementation timeframes when issuing new accounting standards because these bodies recognize the difficulty and effort often involved in a new standard implementation.  Proper planning is necessary to comply with new requirements.


2.13.2.3 Application and Impact to DoD


OUSD(C) has authority for timing and implementation of policy, process, and technology changes.  OUSD(C) can adopt this leading practice through standardization of guidance for each fiscal year.  Clearly, there may be circumstances where a change to policy cannot be delayed.  However, in many cases, changes can be delayed without significant impact.  Adopting a moratorium on changes to guidance during the fiscal year would enable the Central Sites and Field Sites to know what they are working with for the entire year and have confidence that there will not be significant changes.  


The benefits of adopting a moratorium on policy changes issued after a fixed date include:


· Consistent financial statements – interim and year-end financial statements are all prepared under the same guidance principles.


· More efficient compilation and reporting process – the Field Sites, Central Sites, and DFAS Arlington will have necessary guidance, and know that changes will not be forthcoming, as they compile the data for and prepare the financial statements.  Rework will be mitigated.


This approach will also allow sufficient time to analyze, design, program, test, and deploy the modified Defense Departmental Reporting System (DDRS) prior to the end of the first quarter (December 31) of each new fiscal year.  Specifically, it will help DDRS to:


· Analyze changes and develop revised functional requirements.


· Design and program required changes.


· Conduct developmental and operational testing in a timely manner.


· Develop user and training manual changes.


· Deliver timely training.


2.13.3 Design


2.13.3.1 Assumptions


For this recommendation to succeed, it is assumed that organizations external to the DoD (e.g., Treasury, OMB) will agree to DoD’s use of a moratorium on policy changes after a set date for each fiscal year. 


2.13.3.2 Constraints


OMB and Treasury can issue changes to published policy guidance that impact a current reporting period, although past interim policy changes or updates have required minimal system or process change requirements.  Therefore, implementing a cut-off date for policy adoption should not pose significant risk to DoD in meeting financial reporting requirements.


It should be recognized that OUSD(C) will need to adhere to the same policy issuance schedule – OUSD(C) will issue guidance no later than June 30 for the following fiscal year, with only minor changes after that date.  One potential exception to this approach is that DDRS functional enhancements could be incorporated within a current year, as they will help the user community.  DDRS changes due to policy changes would be deferred.


2.13.3.3 Process Change Requirements


The opportunity is to “cut off” any changes to financial management guidance on June 30, 20xx, for reporting for the entire next fiscal year.  To support the first quarter reporting cycle, any changes to field-level accounting systems would need to be completed by September 30, 20xx, and changes to DDRS would need to be completed by December 31, 20xx.  Ideally, all changes would be consolidated and issued once per year with the exception of minor changes from Treasury and OMB.  For example, the DoD FMR guidance that is in place on June 30, 2003, becomes the guidance that DoD will implement for interim and year-end reporting for FY 2004.  Any system or DDRS changes should be implemented by September 30, 2003, and December 31, 2003, respectively, in time for the first quarter FY 2004 reporting period.  The same guidance and system configurations would apply to the second and third quarter FY 2004 reporting periods, as well as the year-end FY 2004 annual financial reporting period.  Any policy that is issued subsequent to June 30, 2003, would be implemented for all FY 2005 reporting. 


Because the June 30, 2002, deadline has already passed for FY 2003 reporting, the cut off for FY 2003 policy guidance could be March 31, 2003.  The guidance in place at March 31, 2003, would apply to the remaining quarterly reporting periods as well as the year-end FY 2003 annual reporting period.


2.13.3.4 Technology Issues


This recommendation does not have any direct technology issues.  Implicit in the recommendation, however, is the idea that all policy changes will be applied in the appropriate field level accounting systems by September 30 of each year and in DDRS by December 31 of each year.


2.13.3.5 Stakeholder Requirements


This change impacts OUSD(C), DFAS Arlington, DFAS Central Sites and Field Sites, and the Components.  In addition, it impacts Treasury and OMB.  The critical success factor for this win is that all external and internal policy-issuing organizations need to understand and agree to this change.  The most significant impact would be on OUSD(C), as the lead policy issuing organization for DoD.  There is clearly a trade-off with this strategy, however with the accelerated schedules, DoD should weight the scales toward the needs of operating accountants, and away from meeting evolving guidance immediately.  In cases where policy guidance is from an external Central agency, such as Treasury or OMB, and an extended implementation period is allowed, DoD should take full advantage of this time to provide guidance to operating accountants.


2.13.4 Implementation Strategy


2.13.4.1 Approach


OUSD(C) should perform the following to implement this quick win:


· Establish March 31, 2003, as the policy change “cut-off” date for FY 2003 year-end financial statement reporting.


· Establish June 30, 20xx, (2004 and going forward) as the policy change “cut-off” date for interim and year-end financial statement reporting for the following fiscal year (20xx+1).


· Notify external stakeholders (OMB, Treasury) of moratorium.


· Formally announce the moratorium on changes to guidance via formal memo from OUSD(C).


· Incorporate the policy change into the DoD FMR.


2.13.4.2 Timeframe


This recommendation should be implemented by March 31, 2003, to affect the remainder of the FY 2003 reporting.  It should be completed by June 30, 2003, for subsequent fiscal years.


2.13.4.3 Training Requirements


OUSD(C) and DFAS Arlington should conduct a workshop with the DFAS Central Sites and Field Sites to introduce the new policy.  The workshop should be conducted in March 2003.


2.13.5 References


This opportunity was identified during the workshops and site visits conducted by the FSI team with the DFAS Central Sites and selected Field Sites.  The leading practice information was obtained from the FMMP FSI Leading Practices Deliverable, Version 4.0.


2.14 Communicate and Share Leading DoD Practices


2.14.1 Recommendation


The Defense Finance and Accounting Service-Arlington (DFAS Arlington) should capture and review leading practices from the Department of Defense (DoD) financial management community.  In addition, it should add a “Leading Practice Center of Excellence” page to its web site to share these locally developed leading practices.  This web page should be operational by September 30, 2003.


2.14.2 Rationale


2.14.2.1 Current Condition


There are numerous examples of leading practices that have been developed throughout DoD’s financial management community.  These practices include spreadsheet and database applications, data management, including the use of data marts and warehouses, checklists, and various technical approaches.  Various efficient “workarounds” in response to accounting systems that do not perform adequately to meet reporting requirements have been developed. 


While it was clear that many highly effective leading practices have been developed, most are not being shared across DoD.  Practices generally appear to be “local.”  Some are not even shared within respective Central Sites or Field Sites.  This is unfortunate, as many leading practices could be applied, in part or in full, in other parts of the financial community.  The opportunity is for DFAS Arlington to establish a “Leading Practice Center of Excellence” where locally developed capabilities can be captured and shared.  The Financial Statements Initiative (FSI) team identified the following examples of leading practices during its site visits that could have shared application:


· Spreadsheet applications that crosswalk several legacy Standard General Ledgers to the U.S. Standard General Ledger (Navy Working Capital Fund).


· Checklists that identify discrepancies between data sets and facilitate reconciliation (DFAS Columbus Central Site).


· Spreadsheet and database applications that extract data from a legacy accounting system and format it for trading partner elimination requirements (DFAS Charleston Field Site).


· Use of centralized data warehouse information as a uniform and standard source of data, especially for non-core-compilation reporting (DFAS San Bernadino Field Site).


Although this is not a high-impact opportunity, it may make a positive contribution to gaining efficiencies in the short term.  Today, success in meeting reporting requirements sometimes appears contingent on the availability of a competent Excel/Access programmer.  These impressive tools developed locally should be shared.


2.14.2.2 Leading Practice


This opportunity relates to the private industry leading practices of continuous process improvement and collaboration across the financial process.


2.14.2.3 Application and Impact to DoD


DFAS Arlington could adopt these leading practices through implementation of a Leading Practices page on its web site.  This would contribute to DoD’s common goals, a collective vision, achieved performance measures, and accountability. 


The benefit of communicating and sharing leading practices will be improved processes across the organization and streamlining and making the financial statement compilation and reporting process more efficient.


2.14.3 Design


2.14.3.1 Assumptions


It is assumed that DFAS Arlington has the capability and resources to develop and maintain the recommended web site.


2.14.3.2 Constraints


This opportunity would be better served if implemented on DFAS’ web site.  Given that environment, there can be technology and accessibility issues associated with a web-based tool (e.g., will all the DFAS community be able to access and download various tools that are posted to the web site?).


2.14.3.3 Process Change Requirements


There are no specific financial management processes that would change as a result of this recommendation.  However, individual’s processes for performing his or her job may change as a result of implementing a leading practice.


2.14.3.4 Technology Issues


Implementation of this recommendation would require DFAS Arlington to modify its web site to incorporate a “Leading Practice Center of Excellence” page.  This site would have the capability for users to submit and download leading practice ideas, techniques, and tools.


2.14.3.5 Stakeholder Requirements


This initiative would require resources from DFAS Arlington.  It should identify a lead organization to capture and review leading practices.  Also, the information technology office would need to establish the new page on its web site (note:  DFAS already has a “Bright Ideas” web page on its web site.  The Leading Practices page could be modelled after this.).  This opportunity would provide the most benefit to the DFAS Field Sites and Central Sites.


2.14.4 Implementation Strategy


2.14.4.1 Approach


DFAS Arlington should implement this opportunity through the following:


· Conduct a review to identify existing leading practices within the DoD financial management community.


· Capitalize on the current “Bright Ideas” web page by adding a “Leading Practice Center of Excellence” page to the DFAS web site, providing the capability to submit tools and descriptions and to download those tools.  Develop broad categories of Leading Practices (e.g., Functions and Processes; Competencies and Contacts; Tools and Technology) for user ease.


· Publicize the new web site and encourage users to share their leading practices; possibly provide incentives.


· Review submitted ideas and tools before posting to the web site.


2.14.4.2 Timeframe


DFAS Arlington should have the web site operational by September 30, 2003, in time for FY 2003 year-end reporting.


2.14.4.3 Training Requirements


DFAS Arlington should publicize the web site, once it is operational.  Instructions for submitting and downloading leading practice tools should be included on the web site.


2.14.5 References


This opportunity was identified during the site visits conducted by the FSI team with the DFAS Central Sites and selected Field Sites.  The leading practice information was obtained from the FMMP FSI Leading Practices Deliverable, Version 4.0.


3.0 Interim (Systemic) Recommendations


3.1 Standardize Core Accounting Data and Information


3.1.1 Recommendation


The Office of the Under Secretary of Defense (OUSD(C)) should move aggressively to standardize core accounting data and information, including Standard General Ledger (SGL) requirements.  OUSD(C) should:


· Develop a web-based SGL Transaction Library that can be used as a reference tool of Department of Defense (DoD) SGL accounts and accounting transactions.  


· Establish an Accounting Configuration Control Board to centralize and approve changes to the SGL accounts and transactions.  


3.1.2 Rationale


3.1.2.1 Current Condition


In the current environment, SGL accounts, transactions, and the core data that drive them are not standard throughout the DoD financial management network and some systems do not comply with the Federal SGL requirements.  As a result, standardization only occurs in the Defense Departmental Reporting System (DDRS) when data is manually entered.  Two critical deficiencies result from this process:


· DoD is not in compliance with Federal financial management requirements, which specify that the SGL must be implemented at the transaction level.  Departmental reporting should be a summarization of transaction-based SGL processes.  Current DoD processes do not generally support this.


· DoD has no assurance that the consolidated balances are consistent across the network because, as noted in the first deficiency, the SGL is not implemented at the transaction level.  For example, DDRS manually consolidates non-standard trial balances into a standard SGL trial balance for Operating Materials and Supplies (OM&S).  However, since the transaction-level processes are non-standard, there is no assurance that OM&S reporting in each reporting entity is consistent.  


3.1.2.2 Leading Practice


Several commercial companies that succeeded in improving the quality and timeliness of their reporting standardized their core accounting processes.  For example:

· IBM implemented a single worldwide chart of accounts to facilitate accurate corporate consolidated reporting.


· Veba Oel (German oil and petrol-retail) implemented a standard chart of accounts and reduced the reconciliation period from four (4) days to less than a day.


· Alcoa converted all financial information to a common standard general ledger.

· Ford Motor Company developed common rules for analysis worldwide, helping them capture the profit margin on every vehicle sold immediately, rather than several months later. 

3.1.2.3 Application and Impact to DoD


DoD has several initiatives that support standardization of core accounting processes.  These initiatives include:


· Implementation of DDRS-Budgetary, which will convert non-standard SGL data to a standard SGL trial balance by automating the crosswalks from selected accounting systems.  


· Implementation of SGL requirements in new systems development, e.g., pilot Enterprise Resource Planning (ERP) initiatives.  


· Evaluation of System Change Requests (SCRs) to implement SGL requirements in accounting systems.  


DoD should consider additional initiatives that will immediately enhance ongoing efforts, as well as move toward standard SGL processes that will be an important component of the “To Be” Financial Management Enterprise Architecture (FMEA).  


· Developing a web-based SGL Transaction Library that can be used as a reference tool of DoD SGL accounts and accounting transactions.  This library would have similar functionality to the U.S. Treasury transaction reference documentation; however, it would be tailored specifically to DoD business transactions.  Implementing this library as a web-based application will assist in all new system development, and help standardize SCRs for existing systems.  A web-based application will also serve as a training tool for accountants.  By highlighting the integration of budgetary and proprietary accounting, it will help in “closing the gaps” that currently exist throughout the financial management network.

· Establishing an Accounting Configuration Control Board to centralize and approve changes to the SGL accounts and transactions.  This control board should review all processes and accounts that are proposed for new system development and changes to current systems.  The objective should be to make certain that the systems conform to the SGL and that SGL accounts, transactions, business rules, and processes are standard across DoD.  This is clearly a long-term objective, however establishing a formal structure for enforcing standardization will help move toward a true DoD-wide standard.  In addition, the control board will be a useful source of assistance and standardization of guidance to the DoD accounting community.  The control board, coupled with the SGL Transaction Library, will have an immediate impact and will be critical as the Financial Management Modernization Program (FMMP) transition plan is implemented.


These initiatives support DoD’s objective of meeting the new accelerated reporting requirements by moving toward standard core accounting processes.  While they are not “quick wins” that will have an immediate impact on the reporting cycle, they will provide a tangible benefit to the reporting process as DoD moves to a formal architecture.  They will significantly streamline the FMMP transition process for implementing a core accounting architecture.


3.1.3 Design


3.1.3.1 Assumptions


To implement an SGL Transaction Library and an Accounting Configuration Control Board, assumptions are as follows:


· These initiatives will be implemented as part of a broader strategy that consists of ongoing DoD initiatives, e.g., implementation of DDRS-Budgetary, new system development, and SCRs to existing systems.  


· These initiatives will be incorporated into the FMMP transition plan and managed as an integral component of the plan.  


· These initiatives should be managed from a DoD-wide perspective, and therefore should be under responsibility of the OUSD(C) and/or the Defense Finance and Accounting Service (DFAS) Arlington.


3.1.3.2 Constraints


There are no constraints associated with a SGL Transaction Library and an Accounting Configuration Control Board.  


3.1.3.3 Process Change Requirements


There is currently no DoD-wide SGL Transaction Library or an Accounting Configuration Control Board; so implementing these initiatives would not result in immediate process changes.  After the control board is established, it should develop and issue guidance describing its role in reviewing, approving, and providing guidance on all SGL related proposals.  This guidance will impact the approval and implementation process for all system development efforts.


3.1.3.4 Technology Issues


The SGL Transaction Library should be implemented as a web-based application to facilitate efficient and cost effective distribution among the broadest constituency.  Use of a web-based application will also streamline update and maintenance activities that support the application.  


3.1.3.5 Stakeholder Requirements


The stakeholders that would be affected by a SGL Transaction Library and an Accounting Configuration Control Board include all levels of the DoD financial management community.  


3.1.4 Implementation Strategy


3.1.4.1 Approach


The approach for the SGL Transaction Library consists of the following steps:


· Establish a functional requirements development team to identify the SGL transaction requirements for each reporting entity and to design a functional approach for a web-based transaction library.  (6 months)


· Establish a technical team to coordinate with the functional requirements team and develop the application.  (3 months)


· Establish the governance approach for the application.  (1 month)


· Conduct training for key users from each reporting entity, including users from DFAS Sites and the Components.  (2 months)


· Implement the application throughout the financial management community. (2 weeks)


The approach for the Accounting Configuration Control Board consists of the following steps:


· Develop a concept of operations for an Accounting Configuration Control Board and obtain approval from OUSD(C) and DFAS Arlington. The concept of operations should include a formal linkage to the FMMP transition plan. (1 week)


· Staff the control board.  Representation should be included from OUSD(C), DFAS Arlington, the DoD Inspector General, and DFAS Cleveland as the Accounting Business Line lead.  (1 month)


· Issue guidance to the accounting community on procedures for interacting with the control board.  (1 month)


3.1.4.2 Timeframe


See Approach.


3.1.4.3 Training Requirements


See Approach.


3.1.5 References


The leading practice information was obtained from the FMMP FSI Leading Practices Deliverable, Version 4.0.


3.2 Establish Risk Based Materiality Limits


3.2.1 Recommendation


The Office of the Under Secretary of Defense (Comptroller) (OUSD(C)) should develop and adopt Risk Based Materiality Limits (RBML) as standard practice in compiling DoD reporting entity unaudited quarterly financial statements.  In developing RBML, the OUSD(C) should consider the decisional objectives of users of unaudited quarterly financial statements.  The OUSD(C) should also consider consulting with the Department of Defense Office of the Inspector General (DoDIG), the Military Department audit agencies, and the General Accounting Office (GAO) to obtain their views on materiality limits relating to quarterly reporting.  


Consideration should be given to implementing RBML as a pilot project in one DoD reporting entity before full implementation.


3.2.2 Rationale


3.2.2.1 Current Condition


DoD’s financial statement compilation process involves the preparation of journal vouchers to adjust account balances for a variety of reasons.  These adjustments can be for quantitatively and qualitatively insignificant amounts.  Throughout the Unaudited Financial Statement (UFS) process at DFAS center locations, the recording of adjustments necessitates account reconciliation.  The adjustment and reconciliation processes add additional hours to the compilation process each time they are performed.  If the OUSD(C) can limit the adjustment and reconciliation process to material amounts, the result will be a streamlined process that does not adversely affect the accuracy of the financial statements. 


3.2.2.2 Leading Practices


Pressure from the investment community and technological advances have prompted commercial companies to expedite their monthly closing processes.  Waiting too long for time-critical information can cripple an organization's ability to make effective decisions.  Most companies achieve immediate reductions in days-to-close through varying degrees of process redesign, organizational alignment, and technology investments. 


By concentrating on identifying quick and short-term process improvements, organizations are able to drive days-to-close to leading practice levels by establishing a baseline and realistic goals.  This approach focuses on building on successes versus dramatic changes and significant investments in technology.


One of the techniques employed in this approach is RBML.  It is primarily the process of identifying the appropriate level of analysis needed for monthly, quarterly, and annual account closing.  The process identifies dollar limits for determining accounts requiring analysis and adjustment and making adjusting entries.  


Organizations establish materiality limits by identifying the risks (risk of material misstatement) associated with each financial activity or account, matching that to the organization risk profile, and establishing a limit that minimizes risk while improving closing and reporting processes. 


Information is considered material if its omission or misstatement could influence the economic decisions of users taken on the basis of the financial statements. Materiality depends on the size of the item or error judged in the particular circumstances of its omission or misstatement.  Thus, materiality provides a threshold or cut-off point rather than being a qualitative characteristic which information must have if it is to be useful.  Materiality levels include an overall level for each statement; however, because the statements are interrelated, and for reasons of efficiency, materiality ordinarily is considered in terms of the smallest aggregate level of misstatements that could be considered material to any one of the financial statements.  The materiality level can be further refined by allocation to line items or accounts. 

The assessment of materiality is a matter of judgment.  Financial statements may be materially misstated due to the effect of: 


· an individual omission or misstatement (a material misstatement); or


· the cumulative effect of a number of misstatements that are cumulatively but not individually material.


By identifying the level of materiality that could influence the decisions of users based on the financial statements, organizations establish materiality limits that minimize risk while increasing the efficiency of the preparation process and the timeliness of the financial statements.  By striking a balance between accuracy and speed, organizations optimize the value of financial statements.   


A significant number of private sector companies use RBML as a practice in their account closing process.  The widespread implementation of the practice has effectively made RBML a standard among leading companies.  Companies that use this practice include Cisco, Motorola, General Electric, and Dun&Bradstreet.  Surveys have shown that the majority of large companies have established a form of materiality thresholds for adjusting entries, allocations, and inter-company transactions.  


3.2.2.3 Application and Impact to DoD


Application of this leading practice in the UFS process at the DFAS centers compiling financial statements for DoD reporting entities offers potential time savings in the existing reporting time frame.  Focusing on posting of only material adjustments can streamline the compilation process.  The primary benefits of incorporating RBML into the DoD interim quarterly financial statement compilation process are:


· Reduced preparation effort and cost.


· Improved timeliness of quarterly financial statements by reducing the number of manual activities and non-productive analytical processes.


This will allow the DoD to focus on those account balances and activities that are most important to assessing the financial operations and results.  


3.2.3 Design


3.2.3.1 Assumptions


The following are assumptions underlying this recommendation:


· OUSD(C) would own the RBML process. 

· OUSD(C) would establish RBML after consulting with quarterly financial statement users and the DoDIG, Military Department audit agencies, and the GAO. 

· DDRS will be the principal financial reporting system used throughout DoD during the implementation period.


· DFAS Centers would be responsible for implementing RBML for each reporting entity. 


· DFAS would make adjustments for quarterly reporting after finalization of budgetary reports.


· DoD would coordinate with their trading partners so that any limits established are workable for both parties, if materiality limits are applied to trading partner elimination entries. 


· DFAS will not implement DDRS-Budgetary in a time frame that would negate the benefits of using RBML.


3.2.3.2 Constraints


Although there are no relevant laws, guidance, policy, and standards restrictions associated with RBML, there are constraints.  The following are some factors that may inhibit or limit the implementation of RBML:


·  “New” DoD financial reporting techniques, such as materiality limits and estimation, may not be accepted readily.  The disclosure of numerous scandals involving high profile companies such as Enron and WorldCom in the past few years has changed constituencies’ attitudes and perception toward financial reporting, to include the application of materiality limits and estimation techniques.  


· The Securities and Exchange Commission (SEC) issued Staff Accounting Bulletin (SAB) 99 to clarify principles of materiality for those who prepare or audit financial statements filed with the SEC.  SAB 99 does not present new materiality standards but, instead, reaffirms long-accepted concepts expressed in auditing and accounting literature and useful in considering materiality in DoD unaudited statements. The bulletin’s most important points are that:


· Financial reporting may not rely solely on quantitative criteria to evaluate an item’s materiality.


· The materiality of items can be determined reliably only if they are evaluated both individually and collectively.


· An intentional misstatement may be illegal even if the item it concerns is immaterial.


The Bulletin provides that “Quantifying in percentage terms the magnitude of a misstatement is only the beginning of an analysis of materiality; it cannot appropriately be used as a substitute for a full analysis of all relevant considerations.  Materiality concerns the significance of an item to users of an entity’s financial statements. A matter is ’material’ if there is substantial likelihood that a reasonable person would consider it important.”  


· To insure that quantitative and qualitative materiality limits are not exceeded, OUSD(C) must establish a process for capturing adjustments that will not be recorded.  This will allow DFAS to evaluate individual and cumulative unrecorded adjustments from both a quantitative and qualitative perspective.  This could negatively impact the RBML time savings and effort reductions.


· The audit community has been quite critical of the financial reporting of many of DoD’s reporting entities.  Accordingly, they may not favor a risk-based approach to establishing materiality levels. 


3.2.3.3 Process Change Requirements


OUSD(C) will need to modify the DoD Financial Management Regulation (FMR) to establish the materiality limit guidelines.  The guidelines should include criteria for determining immaterial adjustments, recording them as such, and assessing their cumulative impact.  OUSD(C) will need to incorporate guidelines into reporting entity and DFAS Centers’ standard operating procedures.  


DFAS will have to modify its policies and procedures to establish a mechanism for providing that unrecorded and unreported adjustments do not exceed quantitative and qualitative materiality limits.  The mechanism would provide for an evaluation of individual and cumulative unrecorded adjustments from a quantitative and qualitative perspective.  The mechanism would operate at the reporting entity level as well as the DoD consolidated level.  DFAS would accumulate unadjusted balances from each reporting entity for consideration in the preparation of the DoD consolidated statements.


3.2.3.4 Technology Issues


The tracking and evaluation of individual and cumulative unadjusted differences could be facilitated by a system enhancement to the Defense Departmental Reporting System (DDRS).  A DDRS system change request (SCR) detailing the new functionality will need to be initiated and approved.  A pilot project for RBML would not necessarily require a system change to DDRS. 


3.2.3.5 Stakeholder Requirements


· Office of the Under Secretary of Defense (Comptroller) should own, lead, and coordinate the implementation of RBML, including which reporting entities will implement RBML first.   


· The financial management offices of DoD reporting entities must participate in the development of RBML and agree with the limits.


· DFAS management and UFS teams must adopt the necessary standard operating procedures for documenting and evaluating adjustments that will not be recorded.


· DoDIG, GAO, and military service auditors should provide advice on materiality-based issues.


3.2.4 Implementation Strategy


3.2.4.1 Approach


The OUSD(C) should establish a RBML working group to develop criteria for determining materiality at the sub-consolidated and consolidated reporting entity level and, where appropriate, thresholds.  The working group should be comprised of representatives from the Military Departments and the audit community with knowledge of the uses of financial statements and the concept of materiality.  


In arriving at criteria, the working group should consider the guidance contained in the GAO’s “Financial Audit Manual” (FAM).  Under a FAM approach, a starting point for developing materiality limits could be three (3) percent of a materiality base.  The materiality base generally could be the greater of total assets or expenses (net of intergovernmental balances and offsetting balances).  Other materiality bases that might be considered are total liabilities, net position, revenues, and net cost.  These may be used as a quantitative starting point to judge what is material to the financial statements taken as a whole.  


This information is also used in determining the materiality level for individual financial statement line items.  The materiality level for the financial statements taken as a whole is allocated to individual line items.  Adjustments that equal or exceed the materiality level established for a line item must be recorded and reflected in the amounts reported in the financial statements.

The working group should also consider the definition of materiality in Financial Accounting Standards Board Statement of Financial Accounting Concepts No. 2, Qualitative Characteristics of Accounting Information.  This Statement defines materiality as representing the magnitude of an omission or misstatement of an item in a financial report that, in light of surrounding circumstances, makes it probable that the judgment of a reasonable person relying on the information would have been changed or influenced by the inclusion or correction of the item.  Materiality is based on the concept that items of little importance, which do not affect the judgment or conduct of a reasonable user, do not require further investigation.  Materiality has both quantitative and qualitative aspects.  Even though quantitatively immaterial, certain types of misstatements could have a material impact on or deserve disclosure in the financial statements for qualitative reasons such as the visibility and sensitivity of government programs, activities, and functions.  Determining the appropriate level of materiality and baseline to apply that would satisfy the users of each DoD reporting entity set of financial statements could be a significant effort.  


The working group should also consider developing RBML for individual line items and for different types of adjustments.  For example, materiality thresholds could be set for correcting adjustments after the trial balances have been successfully imported into DDRS; adjustments to data calls once they have been initially posted in DDRS; and adjustments arising from DDRS generated reconciliations.

Once the working group completes its work, the OUSD(C) should:


· Modify the DoD FMR to establish the materiality limit guidelines recommended by the working group.  


· Select a pilot reporting entity to test this leading practice and determine the actual benefits and any drawbacks before implementation throughout DoD.


DFAS should modify its policies and procedures to establish a mechanism for determining materiality and to provide that unrecorded and unreported adjustments do not exceed quantitative and qualitative materiality limits.  The mechanism should provide for evaluating individual and cumulative unrecorded adjustments from a quantitative and qualitative perspective.  The mechanism should operate at the reporting entity level as well as the DoD consolidated level and provide for the accumulation of unadjusted balances from each reporting entity for consideration in the preparation of the DoD consolidated statements.


After completion of the pilot, all involved stakeholders should report their findings to OUSD(C) so it can review the efficacy of the RBML process and determine whether to extend the practice to all DoD reporting entities.

3.2.4.2 Timeframe


A pilot project implementing RBML in a DoD reporting entity could begin as soon as third quarter 2003 financial reporting.  

3.2.4.3 Training Requirements


Any training necessary would involve accounting personnel at DFAS centers.  DFAS should develop a standard operating procedures/desk manual for training and reference in the application of specific procedures.


3.2.5 References


References used for developing this proposal include:


· FMEA Compliance Team C0006-1 White Paper 14--Risk Based Materiality Limits – reviewed by the Defense Finance and Accounting Service’s General Counsel.


· General Accounting Office (GAO),  “Financial Audit Manual.”


·  “KPMG Audit Manual” (KAM).


· KPMG Risk and Advisory Service - Rapid Close product, engagements, case studies.


· Securities and Exchange Commission,  “Staff Accounting Bulletin (SAB) 99.”


· Financial Accounting Standards Board, Statement of Financial Accounting Concepts No. 2, “Qualitative Characteristics of Accounting Information.”


3.3 Assess Targeted Opportunities to Refine Central Site and Field Site Roles and Responsibilities


3.3.1 Recommendation


The Office of the Under Secretary of Defense (Comptroller) [OUSD(C)] and the Director of the Defense Finance and Accounting Service (DFAS) should push accountability to the lowest level to improve data accuracy and reporting efficiencies.  More specifically: 


· DFAS Central Sites and Field Sites are authorized to have data errors, mistakes and other inconsistencies corrected at the source.  For example:


1. DFAS Arlington should direct DFAS Cleveland Field Sites to reconcile the proprietary trial balance accounts to the budgetary trial balance accounts prior to submission to DFAS Cleveland at month end.  An example of a reconciliation that should take place by the Field Sites is the reconciliation of accounts payable (account 2110) of the proprietary trial balance to the unexpended authority (account 4901) of the budgetary trial balance.  


2. DFAS Arlington should direct DFAS Indianapolis to review, edit, and correct incorrect limits for disbursements and collection data prior to submission to the other Central Sites.


OUSD(C) should modify the Department of Defense (DoD) Financial Management Regulation (FMR) Volume 6A Chapter 2 or DoD Component and DFAS standard operating procedures/policy/guidance to reflect the new roles. 


3.3.2 Rationale


3.3.2.1 Current Condition


Currently, accountability for transactions and related errors are not always placed at the lowest level (i.e., the source) so that those making the errors or mistakes are responsible for correcting the errors or mistakes.  Prior to the creation of DFAS, each DoD Component processed its own financial transactions and prepared its own financial reports.  When the Chief Financial Officers (CFO) Act of 1990 was enacted, it required the head of each executive agency, which includes the DoD, to prepare and submit financial statements to the Office of Management and Budget (OMB).  As a result, DFAS was activated on January 15, 1991, to reduce the cost and improve the overall quality of DoD financial management through consolidation, standardization, and integration of finance and accounting operations, procedures, and systems.  This attempted to centralize the accounting and financial statement preparation functions of DoD, but it reduced the accountability of transactions at their source.  


The DoD FMR Volume 6A Chapter 2 defines the roles and responsibilities of DFAS and its customers and other DoD Components regarding the proper and consistent preparation of financial reports at the DoD Component departmental, intermediate, and installation level, and the treatment of transactions from which the financial data included in the various reports are derived.  Roles and responsibilities and realignment opportunities emerged during interviews at most Central Sites and Field Sites that provide accountability for activities within the financial statement process.  


The issues surrounding roles, responsibilities, and opportunities for improvement, were raised in the workshops conducted by the Financial Statements Initiative (FSI) team and in the DFAS Cleveland and DFAS Denver site visits.


Site-specific examples of the current condition of our numbered recommendations are as follows:


1. The DFAS Cleveland General Fund Audited Financial Statement (AFS) team receives budgetary and proprietary trial balances at month end.  For the AFS process, DFAS Cleveland derives the proprietary account balances from the budgetary account balances, rather than from the proprietary trial balances provided from the Field Sites.  This is due to the unreliability of the proprietary trial balance data since there is not a reconciliation performed by the submitting Field Site.  For example, accounts payable (account 2110) per the proprietary trial balance cannot be reconciled to unexpended authority (account 4901) per the budgetary trial balance.  The Standard Accounting and Reporting System (STARS) does not require the proprietary accounts to balance to the budgetary accounts.  Therefore, the Central Site manually performs this reconciliation.  


2. During the monthly Fund Balance with Treasury processing, DFAS Denver receives disbursement and collection data from the other DFAS Central Sites as well as other governmental agencies; DFAS Indianapolis has a high percentage of data with invalid limits that end up at DFAS Denver.  These invalid limits must be researched and corrected, and DFAS Indianapolis does not review the limit data prior to submission.  DFAS Indianapolis appears to be the only Central Site that does not review the limit data prior to submission.  If the fund limit data was reviewed before sending monthly disbursement and collection data to DFAS Denver, the timely processing of monthly Fund Balance with Treasury would be enhanced by keeping the edit and correction functions at the source where the data can be corrected more efficiently.  Because DFAS Indianapolis is not the disbursing office, the problem is not perceived as its responsibility. However, DFAS Indianapolis does provide a logical control point so that the data is reviewed and corrected efficiently and in a timely manner.   


Per DoD FMR Volume 6A Chapter 2 section 020202. B. 2., the DFAS shall maintain or create controls to so that “All transactions generated (whether electronic or hard copy) are edited to assure accuracy, e.g., that the transaction is identified correctly in terms of the type of transaction, reported quantity(ies), the dollar amount(s) and other data.”


3.3.2.2 Leading Practice


The leading practices that this opportunity relates to are:  collaboration across the financial process and ownership of administration and structural/content changes by person of influence.  For example, when Cisco streamlined its close process from 14 days to 1, it consolidated responsibilities for accounts payable and purchasing, which boosted productivity and reduced errors.  In addition, a top-20 bank reduced cycle time from 15 days to six (6) days by reducing manual processes, redundant checks, and reconciliation procedures.  Specifically, it broke down the silo approach to closing and reporting, which added time for value-added financial analysis.


3.3.2.3 Application and Impact to DoD


There are opportunities to realign and assign clearer roles and responsibilities within the financial statement process at the Central Site and Field Site levels.  The recommendations noted will help streamline the close process by providing that accurate and timely data is provided to the Central Sites and, when necessary, authority be vested in the Central Sites and Field Sites so that reviews and edits can be initiated and completed effectively.


Additionally, there are a number of Financial Management Modernization Program (FMMP) systemic initiatives that expand upon these categories, and in the longer term will provide channels for disseminating the necessary guidance, authority, and accountability elements to all parties involved in the compilation and reporting of financial statements.  These FMMP systemic initiatives are:  standardize reporting requirements, issue clear policy guidance on residual accounting, create a standard line of accounting, and implement internal controls to check data integrity before financial statement compilation begins.


It is difficult to predict hours saved and/or cut days from the compilation process as a result of implementing this opportunity.  However, with organizations that are closer to the source of the data performing the reconciliations and edits, there are efficiencies to be gained.


3.3.3 Design


3.3.3.1 Assumptions


It was assumed that the recommendations to refine roles and responsibilities can either be incorporated into the DoD FMR Volume 6A Chapter 2, or DoD Component and DFAS standard operating procedures/policy/guidance.


3.3.3.2 Constraints


The DoD Components’ and DFAS’ reluctance to change and “ownership” issues, including changes in responsibilities, may inhibit or limit the implementation of this recommendation.


3.3.3.3 Process Change Requirements


These recommendations involve “who” performs the process.  DFAS Cleveland Field Sites would be performing the reconciliation of proprietary account balances to budgetary account balances instead of DFAS Cleveland.  Also, DFAS Indianapolis would be reviewing, editing, and correcting the incorrect limits for disbursements and collection data prior to submission to the other Central Sites.


3.3.3.4 Technology Issues


Edit checks at DFAS Indianapolis will need to be developed, if they do not exist already, and be performed to implement the recommendation.


3.3.3.5 Stakeholder Requirements


The organizations that will be impacted by implementation of the recommendation are DFAS Cleveland, DFAS Cleveland Field Sites, DFAS Denver, DFAS Indianapolis, DFAS Arlington and OUSD(C).  The changes in roles and responsibilities between Central Sites and Field Sites are discussed in the Process Change Requirements section above.  OUSD(C) and DFAS Arlington would have responsibility to assess roles and responsibilities across DFAS.


3.3.4 Implementation Strategy


3.3.4.1 Approach


The Director of Accounting, DFAS, and OUSD(C) will coordinate with all key players and stakeholders involved in the financial reporting process in order to: assess adequacy of the DoD FMR guidance related to roles and responsibilities and recommend revisions if needed; publish the specific roles and responsibilities to carry out the DFAS requirements found within the DoD FMR and to notify the staff of their responsibilities.  Perhaps a survey should be sent to DFAS, its customers, and other DoD Components to obtain feedback as to what each organization believes its role should be in financial reporting.


The Director of DFAS will modify the performance standards for the responsible personnel reflect their responsibility to perform quality control.


To implement these recommendations, DFAS should perform the following:


· Conduct video teleconferences (VTCs) with DFAS Cleveland and each of its Field Sites to discuss which reconciliations should be the responsibility of the Field Sites and which should remain with the Central Site.


· DFAS Cleveland may have to conduct training with and distribute its standard operating procedures to the Field Sites relating to the reconciliations.


· Determine whether DFAS Indianapolis has the appropriate staff, time, capabilities and knowledge to develop and perform the necessary edits on collection and disbursement data limits prior to submission to DFAS Denver or any other DFAS site.


In the longer term, DFAS could perform the following to further redefine roles and responsibilities:


· Identify all participants to each activity in the end-to-end closing and financial statement production process and supporting centralized schedule.


· Align tasks required within each activity.


· Identify roles for each activity (e.g., distinguish between process owners and other participants); note key dependencies.


· Align responsibilities within each role.


· Develop and document performance metrics related to the end-to-end closing and financial statement processes.


3.3.4.2 Timeframe


The timeframe for implementation for the recommendations varies; however, the recommendations should be implemented to impact the third quarter financial statement compilation process.


3.3.4.3 Training Requirements


DFAS Cleveland may have to conduct training with and distribute its standard operating procedures to its Field Sites relating to the reconciliations.


3.3.5 References


The current condition information was obtained from FSI team workshops and site visits with the DFAS Central Sites; the CFO Act of 1990; and 31 U.S.C. Chapter 35 Subchapter II.  The leading practice information was obtained from the FMMP FSI Leading Practices Deliverable, Version 4.0.


Appendix A.  List of Acronyms


		AFS

		Audited Financial Statements



		AICPA

		American Institute of Certified Accountants



		AT&L

		Acquisition, Technology & Logistics



		BRAC

		Base Realignment and Closure



		CCAS

		Cash Consolidation and Accounting System



		CCR

		Central Contractor Registration



		CDA

		Central Design Activity



		CEFMS

		Corps of Engineers Financial Management System



		CMR 

		Cash Management Report



		COE

		Corp of Engineers



		DCD

		DFAS Corporate Database



		DCI

		Data Collection Instrument



		DCM

		Data Collection Module



		DCPS

		Defense Civilian Pay System



		DCW

		DFAS Corporate Warehouse



		DDMS

		Defense Debt Management System



		DDRS

		Defense Departmental Reporting System



		DDRS-B

		Defense Departmental Reporting System – Budgetary



		DERP

		Defense Environmental Restoration Program



		DFAS

		Defense Finance and Accounting Service



		DFAS-CHS

		Defense Finance and Accounting Service Charleston



		DFAS-CL

		Defense Finance and Accounting Service Cleveland



		DFAS-CO

		Defense Finance and Accounting Service Columbus



		DFAS-DE

		Defense Finance and Accounting Service Denver



		DFAS-IN

		Defense Finance and Accounting Service Indianapolis



		DFAS-KC

		Defense Finance and Accounting Service Kansas City



		DIFMS

		Defense Industrial Financial Management System



		DJMS

		Defense Joint Military Pay System



		DoD

		Department of Defense



		DoDIG

		Office of the Inspector General, Department of Defense



		DON

		Department of the Navy



		DUNS

		Dun & Bradstreet Universal Numbering System



		DWCF

		Defense Working Capital Fund



		ERP

		Enterprise Resource Planning



		FAM

		Financial Audit Manual



		FASAB

		Federal Accounting Standards Advisory Board



		FASB

		Financial Accounting Standards Board



		FBWT

		Fund Balance With Treasury



		FMEA

		Financial Management Enterprise Architecture



		FMMP

		Financial Management Modernization Program



		FMO

		Office of Financial Operations



		FMR

		Financial Management Regulation



		FMS

		Financial Management Service



		FSI

		Financial Statements Initiative



		GAFS-BQ

		General Accounting and Finance System – Base Level



		GAO

		General Accounting Office



		GF

		General Fund



		GFI

		Government Furnished Information



		GPRA

		Government Performance and Results Act



		GWA

		Government-Wide Accounting and Reporting Modernization Project



		HCM

		Headquarters Claimant Module



		HQARS

		Headquarter Accounting and Reporting System



		IPAC

		Intra-Governmental Payment and Collection



		KAM

		KPMG Audit Manual



		LAN

		Local Area Network



		MIPR

		Military Interdepartmental Purchase Requests



		MOCAS

		Mechanization of Contract Administration Services



		MS

		MicroSoft Corporation



		NAVFAC

		Naval Facilities Engineering Command



		NAVSEA

		Naval Sea Systems Command



		NWCF

		Navy Working Capital Fund



		ODCFO 

		Office of the Deputy Chief Financial Officer



		ODO

		Other Defense Organization



		OMB

		Office of Management and Budget



		OM&S

		Operating Material & Supplies



		OUSD(C)

		Office of the Under Secretary of Defense (Comptroller)



		PMI

		Performance Measure Indicator



		PMO

		Program Management Office



		RBML

		Risk Based Materiality Limit



		RDT

		Report Data Type



		RSC

		Reimbursable Source Code



		SAB

		Staff Accounting Bulletin



		SABRES

		Standard Accounting, Budgeting and Reporting System



		SCR

		System Change Request



		SEC

		Securities and Exchange Commission



		SER

		Seller Elimination Report



		SGL

		Standard General Ledger



		SOA

		Statements of Accountability



		SOM

		Sponsor Owned Material



		SOMARDS

		Standard Business Operation and Maintenance, Army Research and Development System



		SOT

		Statements of Transactions



		SSR

		Summary Sources of Revenue



		STANFINS

		Standard Financial System



		STARS

		Standard Accounting and Reporting System



		TFM

		Treasury Financial Manual



		UFS

		Unaudited Financial Statements



		UFS

		Unaudited Financial Statements



		USSGL

		United States Standard General Ledger



		USSOCOM

		United States Special Operations Command



		VTC

		Video TeleConference



		WCF

		Working Capital Fund





Appendix B.  Accelerated DDRS Budgetary Deployment 


The current and accelerated DDRS-B deployment schedules are below.  The costs to accelerate the schedule are $350,000.   We did not adjust the current DDRS-B deployment schedule for any new systems that are currently being developed since the DDRS deployment is contingent upon the deployment date of these new systems.


Current Deployment Schedule


		DFAS LOCATION

		CUSTOMER/FUND TYPE

		DEPLOYMENT



		Kansas City

		Marine Corps – DWCF

		Completed



		Cleveland

		Navy – DWCF

		Completed



		Columbus

		Defense Agencies - DWCF

		February 2003



		Columbus

		Defense Agencies – GF

		April 2003



		Denver

		Air Force – DWCF

		April 2003



		Denver

		Air Force – General Funds

		April 2003



		Various 

		USSOCOM (DCD) – GF

		July 2003



		Kansas City

		Marine Corps – GF

		August 2003



		Corps of Engineers

		COE – GF

		August 2003



		All Locations

		Oracle Report/Discoverer

		November 2003



		Cleveland

		Navy – GF

		January 2004



		Indianapolis

		Army – DWCF

		February 2004



		Indianapolis

		Army – General Funds

		February 2004



		Indianapolis

		Defense Agencies – (DCD) GF

		June 2004



		Indianapolis

		Defense Agencies  – GF

		TBD



		Denver

		Security Assistance

		July 2004





Accelerated Deployment Schedule


		DFAS LOCATION

		CUSTOMER/FUND TYPE

		DEPLOYMENT

		REMARKS



		Kansas City

		Marine Corps – DWCF

		Completed

		



		Cleveland

		Navy – DWCF

		Completed

		



		Columbus

		Defense Agencies - DWCF

		February 2003

		



		Columbus

		Defense Agencies – GF

		April 2003

		



		Denver

		Air Force – DWCF

		April 2003

		



		Denver

		Air Force – General Funds

		April 2003

		



		Various 

		USSOCOM (DCD) – GF

		July 2003

		



		Kansas City

		Marine Corps – GF

		June 2003

		2 Months



		Corps of Engineers

		COE – GF

		June 2003

		2 Months



		All Locations

		Oracle Report/Discoverer

		September 2003

		2 Months



		Cleveland

		Navy – GF

		November 2003

		2 Months



		Indianapolis

		Army – DWCF

		February 2004

		New Development – LMP



		Indianapolis

		Army – General Funds

		February 2004

		New Development – ODS/DCD



		Indianapolis

		Defense Agencies – (DCD) GF

		July 2004

		New Development – DCD/DCW



		Indianapolis

		Defense Agencies  – GF

		July 2004

		Linked to Defense Agencies (DCD)



		Denver

		Security Assistance

		July 2003

		1 Year





Summary of Risks for Accelerated Deployment of DDRS-Budgetary


Functional Risks


To date, we have only performed a cursory review of the interfacing systems beyond the DFAS Columbus deployments.   Therefore, accelerating the deployment schedule for the DDRS-B involves various risks associated with the interfacing systems.  These systems fall into two major categories: 1) non-compliant legacy systems and 2) new systems development efforts. 


For the non-compliant legacy systems, there are varying degrees of complexity.  The challenges include converting non-US SGL trial balance information to the Treasury and OUSD(C) prescribed US SGLs and attributes; generating budgetary accounts for DWCF system, generating proprietary accounts for General Fund systems and the inability of the feeder system to generate a data file.  To mitigate these risks, our strategy is to task the DDRS CDA to develop programs that will process non-standard interface files into DDRS-B.


For new systems development efforts, our deployment date is contingent upon the new system's deployment date.  To mitigate this risk, we are providing these systems with the Treasury and OUSD(C) prescribed US SGLs and attributes as well as the standard DDRS-B interfacing requirements.


Technical Upgrades:


Any schedule that is longer than a year contains the potential for technical upgrades that could cause a delay.  Moving to a new release of Oracle Database, Application Server, Forms, Designer/Developer, Jdeveloper or other software can cause delays due to “backwards” compatibility issues or simply training/learning curves for the technical staff to adapt to the new operating environment.  New releases often require re-compiling of software, which can cause a few days of unavoidable delay.  All of this is an unknown at this point.


(Note:  The likelihood of a five (5) day delay caused by software upgrades during the course of the year is probably around 30-50%, opinion of T. Tubalkain, DDRS Technical Lead).


Zero Footprint:


The initiative to move to a “Zero Footprint” DDRS, which will greatly simplify deployment and provide non-DFAS customers with improved access to DDRS is a critical need.  The technical staff at ISO has not yet configured an Oracle Application Server Rel. 9IAS version 2 for our testing of the “Zero Footprint” concept.  There are certain architectural risks involved in DDRS moving to this architecture in advance of the rest of DCII applications.  Will the interfaces to DCD/DCW work as designed if the applications reside on different application servers?  Moving to the 9iDataBase could also pose a significant problem to interfaces with other database versions.  Will PL/SQL web pages work with 9iDB?  Can one workstation access the two different application servers without confusion to their resident applications?  There is a risk that we may lead to the need to adjust the architectural decisions after testing the Oracle 9IAS server.


(Note:  The likelihood of needing to adjust the architecture after testing new Oracle IAS is 10%.  The likelihood of needing to adjust the application after testing new Oracle IAS is 25%.  The potential delay due to the need to adjust the architecture is one month.  The potential delay due needed to adjust the application is two weeks.) 


Appendix C.  DIFMS SCR Information


C-1:  DIFMS SCR 


		Defense Finance and Accounting Service System Change Request



		1. DFAS SCR #:  

		2. SCR # : 

		3. FROM: DFAS-CL/AHABB  1240 East 9th St.; Cleveland, OH  44199



		4. SCR Title:  Development of the Seller Elimination Report - Enhancements to the Summary Sources of Revenue Report 

		5. Total System Changes:

		6. System:  DIFMS


7. Subsystem:  

		8. Category:


Enhancement

		9. Date Received:






		10. Point of Contact:      Camille Painter 

		11. Phone:   (216) 204-2682

		12. Office Code:  DFAS-AHABB/CL



		13.  DESCRIPTION: This DIFMS enhancement will provide users the capability to generate a new report entitled the Seller Elimination Report (SER).  This report is currently prepared manually and starting in FY 2003, will need to be prepared/generated quarterly and submitted to DFAS-CL.


Beginning in Fiscal Year 2003, the Defense Finance and Accounting Service-CL will be required to produce audited financial statements quarterly using the Defense Departmental Reporting System (DDRS) – the system designated by OSD for DoD financial statement reporting.  Intra-governmental eliminating entries based on trading partner data submitted is necessary for financial statement preparation.  Trading partner data is defined as the amount of any given entity’s receivables, revenue, and unearned revenue  attributable  to each of its customers, be it DoD/Non DoD or Public.


Currently, DIFMS does not provide the trading partner data at the detailed level that is needed to accurately prepare elimination entries.  DIFMS does, however, produce a report titled Summary Sources of Revenue (SSR) which does provide trading partner data pertaining to revenue.   This enhancement will expand the format of the SSR to provide additional data necessary for the SER


It is imperative that the trading partner data  be provided systematically and accurately with no manual intervention.  This enhancement is necessary due to shrinking due dates, and increased quarterly reporting.






		14.  RECOMMENDED SOLUTION:  Create a new, systematically generated report in DIFMS that expands upon the current SSR to identify revenue, accounts receivable and unearned revenue by trading partner.  DIFMS should be modified to include the entity codes as prescribed by the DDRS system.  (Attachment one lists all entity codes that are currently included in the DDRS system).  The amount of accounts receivable, revenue, unearned revenue, and advances owed by each trading partner should also be identified with the agency that is in debt to the particular NWCF activity for which the SSR belongs.  This data will be referred to as seller-side data and the enhanced SSR report should be referred to as the Seller Elimination Report.  Attachment one is an example of the Seller Elimination Report that DIFMS needs to produce.


.






		15.  REQUESTER BENEFITS: The requested enhancement will 1) reduce the amount of labor hours/manual efforts that are needed to gather the ‘trading partner’ data for each NWCF activity.  2) increase the accuracy and quality of the Annual and Quarterly Financial Statements that are prepared for the Navy Working Capital Fund and in effect the entire Department of Defense   3) Ultimately assist the Navy in its efforts to get a more favorable audit opinion on the Audited Financial Statements.






		16.  FUNCTIONAL/TECHNICAL ANALYSIS: 



		17. COST/BENEFIT ANALYSIS:  






		18. Required by Date: 30, June 2003

		19. Work Estimate:

		20. System Developer:  $

		21. IPC:



		22.  Dollar Estimate:  $

		23.  Cost Account Code(s):  



		24.  CCB Action:  Accept  (  Reject  (  Return  (                            25. Reason                                         26. Forward To:



		 Chairperson Signature

		27. Date:

		28 Est. Release Date:

		29. Priority:



		30. FM/Center Approval Action:  Accept  (  Reject  (  Return  (     31. Reason                                         32. Forward To:



		 Approver Signature

		33. Date:

		34. See Block # 28:

		35. Priority:



		36. AGENCY Approval Action:  Accept  (  Reject  (  Return  (       37. Reason                                          38. Forward To:



		 Approver Signature

		39. Date:

		40. See Block # 28:

		41. Priority:





  DFAS FORM 700, March 1993  (Previous Editions are Obsolete)




      DFAS System Change Request Form


C-2:  DIFMS System Information 


(obtained by Financial Statement Initiative team)


		SYSTEM NAME


Defense Industrial Financial Management System 

		SYSTEM ACRONYM     DIFMS

		PROGRAM/SYSTEM MANAGER (Name and Number) Sue Zaretki  (703) 604-2267



		



		

		FUNCTIONS SUPPORTED


(Acquisition, Property, Accounting, Finance, etc.)

		Accounting



		

		System Change Request Name

		Development of the Seller Elimination Report – Enhancements to the Summary Sources of Revenue (SSR) Report.  SCR #D0640



		

		Is this a Funded or Unfunded Requirement?

		The DIFMS PMO has the capital funding to cover the SCR.



		

		How would this SCR support the annual and/or quarterly financial statement preparation process? (Provide narrative explaining how SCR would improve timeliness, improve accuracy and/or reduce workload.)

		The SCR will enhance the current SSR Report to systematically and accurately report seller-side trading partner data, which is required to prepare eliminating entries for the quarterly and annual financial statements.



		

		Would completion of this SCR replace a function currently being performed manually? (Yes or No)

		Yes.   Completion of the SCR would prevent manual effort needed to compile the trading partner data.



		

		If currently funded, has work on this SCR started?  If yes, when will it be ready for production release? If no, when will work begin and when will it be ready for production release?

		No.  Work has not begun on this SCR.  Work cannot begin without FMMP and CCB approval.  If approved by both, the SCR will have a probable August 2003 release date.



		

		If currently unfunded, could work begin immediately if funded?  If yes, when would it be ready for production release? If no, when could work begin and when would it be ready for production release?

		



		

		Will this SCR support ALL system users or specific users?

		This SCR would support those users who are currently responsible for providing trading partner data (including the Air Force users).



		

		Would user training be required if this SCR is implemented? If yes, what is the estimated cost?

		Some training may be required.  The estimated cost of the training remains to be determined.



		

		What is the estimated cost of this SCR?

		The estimated cost of the SCR is $172,800.



		

		Describe any barriers that may exist that would prevent this SCR from being accomplished now.

		The barriers that exist are FMMP approval, CCB approval, and the impact of completing this SCR on the current workload of the DIFMS CDA.



		General Comments



		





Appendix D.  Balanced Scorecard/Dashboard Information


D-1:  Sample Data Collection Templates, Phase I


Phase I will implement two selected metrics: 


Schedule Milestones Met


· Based on milestones in the document “1st Quarter Draft Schedule,” Attachment 1, distributed on January 8, 2003.


· Eleven respondents, five types:  General Fund, Central Site (x four (4) sites); Working Capital Fund, Central Site (x four (4) sites); DFAS Arlington; OUSDC; ODCFO.


· Shows planned milestone delivery versus actual milestone delivery dates, where “actual” represents initial receipt of data, not including time spent in analysis.  The sample data collection template below shows only those questions going to the Central Site for General Fund and Working Capital Fund.  Selected questions are also attached to provide important supporting information.


[image: image4.wmf]Respondent


Planned


Actual


1


Treasury Index 97 trial balances


Central Site


10-Jan-03


1.  If the milestone was met, what were the main reasons 


why?


2


Buyer-side data waived from buyer-side elimination 


adjustments


Central Site


13-Jan-03


(answer here)


3


Feeder system / manual data call data


(critical milestone)


Central Site


14-Jan-03


2. If the milestone was NOT met, what were the main 


reasons why?


4


Adjustments of seller-side balances (transactions 


w/DoD Components with waiver from buyer-side)


Central Site


15-Jan-03


(answer here)


5


Input of trial balance data into DDRS-AFS (includes 


data call amounts)


DFAS-Arlington


17-Jan-03


3. If any customers had difficulty in meeting the closing 


dates, what were the main reasons why?


6


Input of intra-DoD seller-side account balances into 


DDRS-AFS


DFAS-Arlington


17-Jan-03


(answer here)


7


Adjustments of DoD buyer-side data (reflects seller-


side intra-govt'l balances and excludes waived 


entities)


DFAS-Arlington


22-Jan-03


4.  What was the impact to your schedule?


8


Seller- & Buyer-side non-fiduciary account 


balances


DFAS-Arlington


24-Jan-03


(answer here)


9


Seller- & Buyer-side non-fiduciary account 


balances


DFAS-Arlington


24-Jan-03


5.  If there were requests for information that directly 


affected the compilation process, what were they and 


what was the impact on your schedule?


10


Notification of availability:  draft Component-level 


FS / note schedules


DoD Reporting entity


28-Jan-03


(answer here)


11


Confirmation of concurrence to draft Component-


level FS information


DFAS-Arlington


30-Jan-03


6. What issues relating to data quality concern you most?


12


Notification of availability:  draft Component-level 


FS / notes schedules


ODCFO


31-Jan-03


(answer here)


13


Material adjustments to and notification of revised 


draft Component-level FS


DoD Components


05-Feb-03


7. What would you recommend to improve the 


compilation process?


14


Draft Component-level FS note schedules


ODCFO


07-Feb-03


(answer here)


MILESTONE AND INFORMATION REQUIRED


(Source:  Attachment 1, 1st Quarter Draft Schedule, distributed January 8, 2003)


Please enter the actual date -- the date of the 


initial receipt


 of data, not including time spent in analysis


SUPPORTING INFORMATION




· Management report will


· Show planned versus actual in + or – days.


· Align to purple-level financial statement compilation processes (workflow perspective) to show where in the process that potential slack or problems exist.


Overtime as a Percentage of Total Hours Worked

· Eleven respondents, five types:  General Fund, Central Site (x four (4) sites); Working Capital Fund, Central Site (x four (4) sites); DFAS Arlington; OUSD(C); ODCFO.


[image: image5.wmf]GENERAL FUND DATA COLLECTION TEMPLATE


(in whole hours)


Q1


Q2


Q3


Q4


Actual overtime hours


2.00


Total hours spent in producing financial statements


2.00


SUPPORTING INFORMATION


1.  What are the main reasons for incurring overtime?


2.  Do you have the resources you need?


(Yes / No)


5.  What issues relating to data quality concern you most?


(enter here)


4.   Do you have any recommendations on how to improve the resource 


management of financial statement compilation?


(enter here)


Please indicate below the cumulative overtime hours expended for financial 


statement compilation for the network


"Network" includes the central site and all corresponding field sites


(enter here)


(enter here)


3.  If "no", please specify what types of resources would help (for example, 


people / skills; information; technology, etc.)?




· Provides insight into production burden, especially when combined with results from “Scheduled Milestones Met”; percentage changes in overtime across reporting periods could help in planning/forecasting resource needs.


A corresponding dashboard will follow summarizing balanced scorecard results into green, yellow, and red ratings to facilitate internal benchmarking and communications.


D-2:  Approach for Developing a Comprehensive Balanced Scorecard/Dashboard Phase II


Work Performed to Develop Approach


· Analyzed existing DoD documentation.


· Reviewed leading practice material.


· Applied strategic planning methodology and enterprise architecture concepts.


· Interviewed key stakeholders.


· Developed illustrative financial statement compilation vision.


· Developed illustrative Performance Management concept of operations.


· Developed illustrative balanced scorecard/dashboard.


· Collected documentation.


Methodology


The following approach was used to develop the illustrative balanced scorecard/dashboard:


· The strategic alignment model, which follows enterprise architectural concepts, was used to demonstrate the method for linking the more narrowly-scoped financial statement compilation function to a larger corporate strategy.
  Strategic planning has a specific taxonomy; definitions are the criteria for developing those elements.  Each element must be worded accordingly.
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· The DFAS Strategic Plan and balanced scorecard was the starting point for analysis and initial alignment.  The FSI team recognizes that the larger financial management vision and strategy is currently being refined.  Thus, an illustrative vision of the financial statement compilation function was developed using hypotheses and assumptions made by the FSI team.  Definitions of each element within the strategic alignment model were used as criteria for developing the preliminary vision.  Linkages are demonstrated below:


· The DFAS Strategic plan is the foundation of the Financial Statement Compilation vision.
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· … A Financial Statement Compilation vision is the basis for the Balanced Scorecard as illustrated in the sample below:
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· Develop Performance Management Concept of Operations.  The concept of operations provides the functional structure required to support execution and integrated architectural development while enabling flexibility.  As a result of this management initiative, the resulting scorecard/dashboard serves as a foundation for other improvement initiatives.
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· Develop performance management processes.  Performance management must have formal collaborative processes in order to prevent the performance measurement from becoming an end unto itself.  It must be driven by – and end with – the strategic planning process, enacted by the performance measurement process, and executed by performance improvement process.  A sample decomposition of the operational concepts appears on the next page.
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D-3:  Description of the Comprehensive Balanced Scorecard/Dashboard, Phase II


The financial statement compilation balanced scorecard/dashboard is the result of carrying out performance measurement processes; and, is a consolidated view of progress and performance for all participants in the financial statement compilation function.  The balanced scorecard/dashboard are distinct but related; data from the balanced scorecard serve as inputs to scores reported on the dashboard. Underlying the dashboard is a balanced scorecard containing a preliminary set of measures and corresponding metrics (indicators) that represent current status and progress in achieving strategic objectives.  These indicators will highlight positive aspects of the financial statement compilation processes, signal problems much earlier in the process, and provide a way to predict and address risks, identify areas where staff can develop and share win-win capabilities.  A financial statement compilation dashboard supports those assigned specific roles and responsibilities as well as the risk management process.


Measures should be standardized across functions (e.g., financial statements, accounting) to facilitate comparability.  Moreover, as technology, strategically planned and implemented, is increasingly used, the labor exerted to execute measurement processes will be reduced.


Guiding principles have proven useful axioms for developing an effective performance management capability:


· Performance management is an enterprise-wide priority.


· Business functional areas, like financial management or the more narrow financial statement compilation, (1) derive functional measures from enterprise measures, in essence, facilitate strategic alignment; then (2) develop and “own” performance metrics.


· Performance management – and all its elements – is both process-driven (as a function) and process-dependent (on the enterprise functions it helps measure).


· Leading practices leveraged, innovative approaches developed, successes achieved, and problem areas identified will be linked to enterprise strategy and missions of business units at any level.


· Measures are different from metrics; and measures should be derived from objectives so that only vital ones will be operationalized into metrics and collected.


· Business functional areas, like financial management or the more narrow financial statement compilation, (1) derive functional measures from enterprise measures, in essence, facilitate strategic alignment; then (2) develop and “own” performance metrics.


· Performance information will be displayed succinctly and made readily available to the financial management community.


· Timely and useful information detailing performance will be created to support decision-making as close to the point of action as possible.


· Implementing a shared scorecard/dashboard in today’s environment will serve as the baseline for future evaluation.


Part of Phase II, the Financial Statement Compilation Dashboard is based on the results of two key elements (see D-3 for detailed metrics and questions) as described below – (1) a balanced scorecard; and (2) targeted survey questions.  The result of aggregating, analyzing and integrating scorecard data from various business areas would culminate in an overall score under the “Current Status” and “Trend” columns of the dashboard.  A color represents a score as defined below.
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These two elements – the balanced scorecard and targeted survey questions – after data integration, aggregation, and scoring would result in a dashboard similar to the one illustrated below.
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The FSI team developed an illustrative financial statement compilation vision, goals, and objectives, and linked them to the design of the balanced scorecard measures and metrics as depicted below.  FSI focuses on one key goal:  compiling financial statements within 45 days during FY03. 
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Measures represent the business results of strategies executed to meet strategic objectives.  Metrics quantify measures and indicate performance against strategic objectives.  (A strategic objective can meet more than one goal).  Sample financial statement compilation balanced measures are depicted below, while examples of metrics aligned to those measures are described in detail in D-3.  Scoring of a subset of those sample metrics is simulated in D-4.
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Additionally, targeted questions that will accompany the quantitative metrics serve to enhance awareness of progress towards the vision, depending on the metric.  They complement performance measurement and inform management where information sharing, assistance, investment, or change is needed and more importantly, the progress of any remedial actions taken.  Analysis of responses received from these questions could culminate in an overall score under the “Trend” column of the dashboard.  The definitions of potential scores for the questions are consistent with those listed above.  


Scoring is the process of aggregating scorecard data submitted by the various business areas.  Each metric requires its own scoring methodology.  Details of the methodology are discussed further in D-2.


D-4:  Illustrative Financial Statement Compilation Balanced Scorecard


The four perspectives to the Financial Statement Compilation Balanced Scorecard and illustrative measures and corresponding metrics are depicted below:
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Some sample survey questions are:


· What streamlining techniques did you use to meet the 45-day requirements?


· What was the most significant barrier in compiling your data to meet the deadline? 


Appendix E.  OMB Memorandum on Intragovernmental Transactions


October 4, 2002


M-03-01


MEMORANDUM FOR THE HEADS OF DEPARTMENTS AND AGENCIES


FROM:
Mitchell E. Daniels, Jr.


Director


SUBJECT:
Business Rules for Intragovernmental Transactions 


In August 2001, President Bush announced the President’s Management Agenda to “address the most apparent deficiencies where the opportunity to improve performance is greatest.”  One such deficiency is intragovernmental transactions, which the General Accounting Office has classified as a government-wide material weakness.  Our inability to properly account for such transactions hinders true cost transparency, impedes achievement of our goal of a clean opinion on the U.S. Consolidated Financial Statements, and consumes significant resources in attempts to identify, reconcile, and resolve differences.  


A major factor to the Government’s inability to account for these transactions is the lack of standardization in processing and recording intragovernmental activities.  As a key step toward resolving this weakness, we have established two sets of standard business rules.  Attachment A contains a listing of business rules to be observed when engaging in intragovernmental exchange activity.  These rules will be effective on January 1, 2003, unless otherwise specified.  Attachment B contains a listing of business rules that are applicable to the recording and reconciliation of certain fiduciary transactions.  The rules in Attachment B will be effective on October 1, 2003.  Agencies that do not use these business rules will be downgraded on their progress score for financial management on the Executive Branch Management Scorecard.  


The use of these business rules is another step towards achieving the President’s vision of an electronic government.  We will use these business rules to develop an electronic commerce portal that will enable the exchange of acquisition and payment data to execute an intragovernmental transaction.


Thank you for your continued leadership and commitment to carrying out the President’s Management Agenda, to improving financial management, and to resolving the intragovernmental material weakness.  Questions about this memorandum may be directed to Joseph L. Kull, Deputy Controller, at 202-395-3993.   


Attachments


Attachment A


Exchange Transactions


Business Rules for Intragovernmental Exchange Transactions


1. Federal agencies that acquire goods or services from another federal agency and federal agencies that provide goods or services to another federal agency must obtain and use Dun & Bradstreet Universal Numbering System (DUNS) numbers as unique business location identifiers.  Each agency may determine the organizational level for assignment of the DUNS numbers below the minimum assignment level, which is the major component or reporting entity.  Each organizational level above the major component or reporting entity must also obtain a DUNS number for identification and consolidation purposes.  Assignment at the regional location of each major component or reporting entity is strongly encouraged to facilitate reconciliation of intragovernmental activity and balances.


2. Federal agencies must register their DUNS numbers in the Central Contractor Registration (CCR) database by January 31, 2003, and must observe the requirements established by the system owner/manager, which is currently within the Department of Defense.  A registration template will be provided separately. 


3. Federal agencies are responsible for the accuracy of their respective CCR registration data.


4. The business process rules and data architecture are effective on January 1, 2003 on a “go-forward” basis.  Augmentation of existing unfilled intragovernmental orders will not be required.


5. Beginning on October 1, 2003, certain purchases for goods and services that equal or exceed $100,000 per order or agreement must be transmitted via the intragovernmental electronic commerce portal (portal).  For orders that are not transmitted via the portal, agencies may continue to use existing methods and systems as long as the required data elements are associated with the order.  Additional information on the transactions to be forwarded via the portal will be provided separately.


6. The threshold stipulated in rule #5 may be raised or lowered at a future date. 


7. These rules are effective for all intragovernmental purchases of goods and services.  Exceptions to these rules will be made for purchase card acquisitions, for national emergencies, and for national security considerations.  The agency head (or his designee) may authorize such exceptions.


8. When the requesting agency (or buyer) determines that a requirement will be fulfilled by another federal agency, the requestor will prepare and transmit an intragovernmental order (order) to the providing agency (or seller).  Negotiations between the business partners may take place prior to the preparation of the order, and the seller may prepare the order for the buyer.  In addition to the order number, an interagency agreement number may be assigned.  However, the order number assigned by the buyer will serve as the document control number.  An agency may not assign the same document control number to more than one order.


9. To ensure that order fulfillment and revenue can be associated with a specific intragovernmental order, the seller must capture the buyer’s intragovernmental order number in the seller’s order fulfillment or non-tax revenue system to associate the buyer’s order number with any agreement or control number assigned by the seller’s system.  


10. The order must be authorized/approved in accordance with existing agency policies before transmittal to the seller.  Necessary funding information/citation must be included on the order.


11. An order may, on occasion, contain consolidated or summary information.  Additional information, such as a statement of work, occupancy agreements, terms and conditions, specifications, etc., may be attached to the order, if desired or necessary for order fulfillment and payment.


12. An obligation must be recorded in the buyer’s core financial system prior to transmittal of the authorized order to the seller.  If the obligation number is different from the order number, then the obligation record must include the intragovernmental order number and any interagency agreement associated with the obligation.  An intragovernmental order will be deemed accepted when signed by both business partners, upon transmittal to the portal by the buyer, or when the order is issued in response to a quotation or proposal tendered by the seller.


13. When an accepted order is cancelled by the buyer, the seller is authorized to collect costs incurred prior to cancellation of the order plus any termination costs.


14. The standard data elements reflected in Attachment A-1 will be associated with the buyer’s order record.  The data elements to be transmitted to the seller via the portal will be a subset of these standard data elements and will be defined at a future date. 


15. Electronic or hard copies of the order will be provided to administrative or program offices responsible for ordering, acceptance, and payment.


16. Bills must be issued according to the terms reflected in the order but not later than 10 days after delivery of the goods or services provided.


17. The standard data elements reflected at Attachment A-2 will be associated with the seller’s billing record.  The data elements to be transmitted via the portal will be a subset of the standard data elements and will be defined at a later date.


18. Consistent with voucher audit requirements that will be specified, bills transmitted via the portal will be “examined” for payment.  Unless a dispute is initiated by the buyer within 10 business days from the bill date, constructive acceptance will be deemed to occur, and the portal will initiate the IPAC transfer automatically and route the payment transaction to Treasury’s IPAC system.  Notification of this transaction will be sent to the buyer and the seller.


19. Billings for intragovernmental orders that are not transmitted via the portal will be directly processed through Treasury’s IPAC system.  Only the responsible billing party may initiate the IPAC transaction.  Responsibility for initiating the IPAC transfer may be negotiated between the buyer and seller, and the responsible billing party must be explicitly stated on the order. If no responsible billing party is specified, the seller will be deemed the party responsible for initiating the IPAC transfer.  

20. There will be no advance payments for service orders unless explicitly required by law.  Progress payments and periodic payments are permissible.  


21. Advances will be permitted for orders for goods that exceed $1,000,000.  The advance may not exceed 50% of the order amount.  Unless explicitly required by law, there will be no advances for orders for goods that are less than $1,000,000.


22. Advance payments made prior to the effective date of these business rules will be subject to the rule requiring status reports.


23. For advance payments that are permitted, the buyer will record the payment as an “advance to.”  The seller will record the payments as an “advance from” and will provide monthly status reports to the buyer reflecting revenue earned.  The buyer and the seller will make appropriate adjustments to their respective advance accounts.


24. The use of budget clearing account F3885 as outlined in OMB Circular No. A-11 is permitted under these rules.


25. In addition to other required elements, an IPAC transaction will include the buyer’s order number, the DUNS number for the buyer’s site location, the appropriation symbol for payment from (sender), the seller’s bill number, the DUNS number for the seller’s site location, and the appropriation symbol for collection by (receiver).  


26. The buyer and the seller are expected to resolve any dispute within 30 business days of the billing date using existing dispute mechanisms.  If the dispute cannot be resolved using these mechanisms, then the matter must be referred on the next business day to a dispute resolution task force for a binding decision.  Administrative costs and penalties may be levied on the agencies involved in the dispute referral.


27. For intragovernmental orders that are not routed through the portal, the cut-off date for issuing new intragovernmental orders for the current fiscal year will be midnight on September 25 of that year (in order to allow selling agencies to receive and record customer orders).  For orders that are routed through the portal, the cut-off date will be midnight on September 30 as measured by the date/time stamp assigned by the portal.


28. The cut-off date for new bills for each fiscal year will be midnight on September 30 as measured by the date/time stamp assigned by the portal.  Revenue that is earned but not billed will be recorded as an accrued asset and a detailed notification of the revenue recognized will be provided by the seller to the buyer within 5 business days after the end of each fiscal year.   The buyer will recognize an equivalent expense or asset and will record an accrued liability for the future payment.  There will be no intragovernmental, unbilled accounts receivable for the seller at year-end.


29. Selling agencies are required to record an unfilled customer order immediately upon receipt and acceptance of an authorized intragovernmental order.


Appendix F.  Department of the Navy Reporting Assessment Pilot


Reporting Areas

F-1:  Real Property


F-2:  Construction-In-Progress


F-3:  Equipment (Personal Property)


F-4:  Ammunition/Munitions


F-5:  APA Secondary End Items


F-6:  Reengineered Asset Management (RAM)


F-7:  Sponsored Owner Material (SOM)


F-8:  Environmental Liabilities - Military Equipment


F-9:  Defense Environmental Restoration Program (DERP) and Base Realignment and Closure (BRAC)

Quarterly Financial Statement Reporting 


Reporting Assessment


Balance Sheet Line:  General Property, Plant, and Equipment


F-1:  Reporting Area: Real Property


Introduction: The Financial Management Modernization Program (FMMP) Financial Statement Initiatives (FSI) team is developing recommendations on approaches for streamlining the new quarterly financial reporting requirement.  These recommendations, and the supporting analysis, are part of the overall Financial Management Enterprise Architecture.  


The FSI team has recommended that estimation of material balance sheet assets and liabilities is a significant target of opportunity for streamlining the quarterly financial reporting process.  Specifically, the recommendation proposes that the Department of the Navy General Fund major commands that transmit asset and liability balance through the DON data collection instrument can potentially streamline that process by applying appropriate and consistent estimation techniques when appropriate.  The streamlining process is important to meet the current 45-day quarterly financial reporting requirements.  In fact, OMB is proposing to accelerate reporting deadlines even further beginning in FY 2004.  Again, this survey is to determine if it is practical to apply estimation of selected balances or is it just as easy to produce the actual data on a quarterly basis.    

1.  Data Availability 


Balance Sheet Line:  General Property, Plant, and Equipment 


Reporting Area: Real Property


		Category

		Date that actual data is available



		

		First Quarter ends 31 Dec

		Second Quarter ends 31 Mar

		Third Quarter ends 30 Jun



		Land

		2 work days after the end of the quarter

		2 work days after the end of the quarter

		2 work days after the end of the quarter



		Buildings, Structures, Utilities

		2 work days after the end of the quarter

		2 work days after the end of the quarter

		2 work days after the end of the quarter



		Depreciation

		2 work days after the end of the quarter

		2 work days after the end of the quarter

		2 work days after the end of the quarter





2.  Data Environment: (Place your answer after each individual question.)  


		1.  What Feeder System(s) are providing the data call information?  Internet Naval Facility Asset Data Store (iNFADS)



		2.  What are the close intervals for each system, e.g., monthly, quarterly, and annually?  INFADS closes annually however, a picture of the data base can be saved at the quarterly intervals.  



		3.  (a) Are there generally unprocessed transactions at each closing date?  No

    (b) What is the approximate volume of unprocessed transactions?  N/A






		4.  How many days after the end of the month is data available?  Data is available almost immediately however, takes approximately 2 days to download and run the queries for Financial Statement reporting.



		5.  What are the constraints experienced in gathering the data, e.g., system downtime, dependence on data from another system, etc.? Under normal circumstances, no downtime.  Only dependent on the data within iNFADS 



		6.  What is the process for capturing missing data? N/A



		7.  What is the general quality and reliability of the data being reported?  Reliable as the user inputs.  There are several edits in place to ensure that all data elements are captured.



		8.  What is the predictability of the data being reported, e.g., approximately the same for the quarter when compared to the previous FY?  No varies depending upon the completed construction.



		9.  Is your system capable of stratifying by materiality? Yes



		10. Is your system capable of forecasting and/or estimation? N/A 



		11. What are the estimated hours and FTE needed to generate and provide the data you provide for the financial statements? 100 hrs. annually or 25 hrs. quarterly





3.  Estimation Approaches


It may be more practical and quicker to use estimates to report quarterly data for the financial statements.  Some of the estimation techniques for the quarterly financial statements are as follows:


· Use an operating plan/budget number if actuals are not available, adjusting for significant variations in the operating plan during the quarter.


· If numbers are historically stable, estimate the year end asset balance as the quarterly balance.


· If feeder systems collect actual data on a different cycle than the financial statements, use the data as of the most recent cycle date.


· Review acquisition, disposal, and transfer documentation to adjust prior actual balances.


· Exception reporting for material transactions based on established thresholds.


· Other Estimating Technique (explain):


4.  What would be the impact in savings of time if you used estimates on a quarterly basis rather than the data from your system?

Total number of days reduced _______.


Total number of hours saved ________. 


No real savings in days or hours if estimates were used, in fact, to arrive at an acceptable methodology may increase the time.


Note:  NAVFAC, telephone conversation on 28 Jan 03.


Quarterly Financial Statement Reporting 


Reporting Assessment


Balance Sheet Line:  General Property, Plant, and Equipment


F-2:  Reporting Area: Construction-In-Progress


Introduction: The Financial Management Modernization Program (FMMP) Financial Statement Initiatives (FSI) team is developing recommendations on approaches for streamlining the new quarterly financial reporting requirement.  These recommendations, and the supporting analysis, are part of the overall Financial Management Enterprise Architecture.  


The FSI team has recommended that estimation of material balance sheet assets and liabilities is a significant target of opportunity for streamlining the quarterly financial reporting process.  Specifically, the recommendation proposes that the Department of the Navy General Fund major commands that transmit asset and liability balance through the DON data collection instrument can potentially streamline that process by applying appropriate and consistent estimation techniques when appropriate.  The streamlining process is important to meet the current 45 day quarterly financial reporting requirements.  In fact, OMB is proposing to accelerate reporting deadlines even further beginning in FY 2004.  Again, this survey is to determine if it is practical to apply estimation of selected balances or is it just as easy to produce the actual data on a quarterly basis.    

1.  Data Availability 


Balance Sheet Line:  General Property, Plant, and Equipment


Reporting Area:   Construction-In-Progress


		Category

		Date that actual data is available



		

		First Quarter ends 31 Dec

		Second Quarter ends 31 Mar

		Third Quarter ends 30 Jun



		Construction-In-Progress

		8 calendar days after the end of the quarter

		8 calendar days after the end of the quarter

		8 calendar days after the end of the quarter





2.  Data Environment: (Place your answer after each individual question.)  


		1.  What Feeder System(s) are providing the data call information?  Financial Information System (FIS 2.0) feeds STARS



		2.  What are the close intervals for each system, e.g., monthly, quarterly, and annually?  Monthly  



		3.  (a) Are there generally unprocessed transactions at each closing date?  No

    (b) What is the approximate volume of unprocessed transactions?  No





		4.  How many days after the end of the month is data available?  8 calendar days



		5.  What are the constraints experienced in gathering the data, e.g., system downtime, dependence on data from another system, etc.? Daily download from FIS to STARS 



		6.  What is the process for capturing missing data? N/A



		7.  What is the general quality and reliability of the data being reported?  High



		8.  What is the predictability of the data being reported, e.g., approximately the same for the quarter when compared to the previous FY?  Fairly consistent from year to year.



		9.  Is your system capable of stratifying by materiality? No



		10. Is your system capable of forecasting and/or estimation?  No



		11. What are the estimated hours and FTE needed to generate and provide the data you provide for the financial statements?  100 hrs. annually or 25 hrs. quarterly





3.  Estimation Approaches


It may be more practical and quicker to use estimates to report quarterly data for the financial statements.  Some of the estimation techniques for the quarterly financial statements are as follows:


· Use an operating plan/budget number if actuals are not available, adjusting for significant variations in the operating plan during the quarter.


· If numbers are historically stable, estimate the year end asset balance as the quarterly balance.


· If feeder systems collect actual data on a different cycle than the financial statements, use the data as of the most recent cycle date.


· Review acquisition, disposal, and transfer documentation to adjust prior actual balances.


· Exception reporting for material transactions based on established thresholds.


· Other:


4.  What would be the impact in savings of time if you used estimates on a quarterly basis rather than the data from your system?

Total number of days reduced _______.


Total number of hours saved ________. 


Estimating would not reduce days or save time.


Note:  NAVFAC, site visit on 28 Jan 03. 


Quarterly Financial Statement Reporting 


Reporting Assessment


Balance Sheet Line:  General Property, Plant, and Equipment


F-3:  Reporting Area: Equipment (Personal Property)

Introduction: The Financial Management Modernization Program (FMMP) Financial Statement Initiatives (FSI) team is developing recommendations on approaches for streamlining the new quarterly financial reporting requirement.  These recommendations, and the supporting analysis, are parts of the overall Financial Management Enterprise Architecture.  


The FSI team has recommended that estimation of material balance sheet assets and liabilities is a significant target of opportunity for streamlining the quarterly financial reporting process.  Specifically, the recommendation proposes that the Department of the Navy General Fund major commands that transmit asset and liability balance through the DON data collection instrument can potentially streamline that process by applying appropriate and consistent estimation techniques when appropriate.  The streamlining process is important to meet the current 45 day quarterly financial reporting requirements.  In fact, OMB is proposing to accelerate reporting deadlines even further beginning in FY 2004.  Again, this survey is to determine if it is practical to apply estimation of selected balances or is it just as easy to produce the actual data on a quarterly basis.    

1.  Data Availability 


Balance Sheet Line:  General Property, Plant, and Equipment


Reporting Area:      Equipment (Personal Property)


		Category

		Date that actual data is available



		

		First Quarter ends 31 Dec

		Second Quarter ends 31 Mar

		Third Quarter 30 Jun



		Equipment

		5 working days after end of quarter

		5 working days after end of quarter

		5 working days after end of quarter



		Software

		5 working days after end of quarter

		5 working days after end of quarter

		5 working days after end of quarter



		Assets Under Capital Lease

		5 working days after end of quarter

		5 working days after end of quarter

		5 working days after end of quarter



		Depreciation

		5 working days after end of quarter

		5 working days after end of quarter

		5 working days after end of quarter





2.  Data Environment: (Place your answer after each individual question.)  


		1.  What Feeder System(s) are providing the data call information?  Defense Property Accountability System (DPAS) 



		2.  What are the close intervals for each system, e.g., monthly, quarterly, and annually?  DPAS does not close, it is cumulative.  We take a “picture” at the end of the reporting period. 



		3.  (a) Are there generally unprocessed transactions at each closing date? No, message is sent to all activities reminding them of the end of the reporting period and to have all transactions recorded by a particular date.


    (b) What is the approximate volume of unprocessed transactions?  None



		4.  How many days after the end of the month is data available?  Raw data is available immediately as soon as the report is run at the end of the quarter however, currently it takes time for analysis including reconciliation of trial balance with the query.



		5.  What are the constraints experienced in gathering the data, e.g., system downtime, dependence on data from another system, etc.?  In any situation there is the possibility of the database not being available.  However, usually no experience with downtime.  Also, DPAS is not dependent upon another system.  All data is available within DPAS.  



		6.  What is the process for capturing missing data? Not aware that there is missing data.  However, in the reconciliation process must review the database to determine why the differences between the trial balance and query of the database.  From a broader process point of view, the issue of integration of DPAS into the acquisition process needs to be addressed. 



		7.  What is the general quality and reliability of the data being reported?  We have internal controls in place to ensure data quality, e.g. SECNAV Instruction; DPAS training manual; quarterly exchange of information describing what assets should be reported; and assessment reviews.      



		8.  What is the predictability of the data being reported, e.g., approximately the same for the quarter when compared to the previous FY?  Since this is our first effort at quarterly financial statement reporting, we do not have any basis for comparison.



		9.  Is your system capable of stratifying by materiality?  Yes, DPAS can stratify by materiality by cost.  For example, currently we are pulling the value and depreciation for assets meeting the capitalization threshold of $100,000 or greater.



		10. Is your system capable of forecasting and/or estimation?  No



		11. What are the estimated hours and FTE needed to generate and provide the data you provide for the financial statements?  For the actual download and analysis of the data it takes several individuals for a total of approximately 40 hrs.  A new release of DPAS is expected to further streamline the CFO reporting process.





3.  Estimation Approaches


It may be more practical and quicker to use estimates to report quarterly data for the financial statements.  Some of the estimation techniques for the quarterly financial statements are as follows:


· Use an operating plan/budget number if actuals are not available, adjusting for significant variations in the operating plan during the quarter.


· If numbers are historically stable, estimate the year end asset balance as the quarterly balance.


· If feeder systems collect actual data on a different cycle than the financial statements, use the data as of the most recent cycle date.


· Review acquisition, disposal, and transfer documentation to adjust prior actual balances.


· Exception reporting for material transactions based on established thresholds.


· Other estimating techniques:


4.  What would be the impact in savings of time if you used estimates on a quarterly basis rather than the data from your system?

Total number of days reduced _______.  No data available upon which to answer this question.


Total number of hours saved ________. No data available upon which to answer this question.


Note: CMC, telephone conversation on 27 Jan 03 at 0900 hrs.


Quarterly Financial Statement Reporting 


Reporting Assessment


Balance Sheet Line:  Inventory and Related Property, Net 


(Operating Materials and Supplies)


F-4:  Reporting Area: Ammunition/Munitions


Introduction: The Financial Management Modernization Program (FMMP) Financial Statement Initiatives (FSI) team is developing recommendations on approaches for streamlining the new quarterly financial reporting requirement.  These recommendations, and the supporting analysis, are part of the overall Financial Management Enterprise Architecture.  


The FSI team has recommended that estimation of material balance sheet assets and liabilities is a significant target of opportunity for streamlining the quarterly financial reporting process.  Specifically, the recommendation proposes that the Department of the Navy General Fund major commands that transmit asset and liability balance through the DON data collection instrument can potentially streamline that process by applying appropriate and consistent estimation techniques when appropriate.  The streamlining process is important to meet the current 45 day quarterly financial reporting requirements.  In fact, OMB is proposing to accelerate reporting deadlines even further beginning in FY 2004.  Again, this survey is to determine if it is practical to apply estimation of selected balances or is it just as easy to produce the actual data on a quarterly basis.    

1.  Data Availability 


Balance Sheet Line:  Inventory and Related Property, Net 


(Operating Materials and Supplies)


Reporting Area:   Ammunition/Munitions


		Category

		Date that actual data is available



		

		First Quarter ends 31 Dec

		Second Quarter ends 31 Mar

		Third Quarter ends 30 Jun



		Held for Use

		8 work days after the end of the quarter

		8 work days after the end of the quarter

		8 work days after the end of the quarter



		Held for Repair

		8 work days after the end of the quarter

		8 work days after the end of the quarter

		8 work days after the end of the quarter



		Excess, Obsolete & Unserviceable

		8 work days after the end of the quarter

		8 work days after the end of the quarter

		8 work days after the end of the quarter





2.  Data Environment: (Place your answer after each individual question.)  


		1.  What Feeder System(s) are providing the data call information?  Conventional Ammunition Integrated Management System(CAIMS)



		2.  What are the close intervals for each system, e.g., monthly, quarterly, and annually?  Reports are run weekly.  



		3.  (a) Are there generally unprocessed transactions at each closing date?  Business practice to have all data uploaded to CAIMS within 48 hrs.


    (b) What is the approximate volume of unprocessed transactions? No not material





		4.  How many days after the end of the month is data available?  8 days.  Note:  Data is usually available 6 days after the end of the quarter, with 2 days for analysis for input into the DON data collection instrument.



		5.  What are the constraints experienced in gathering the data, e.g., system downtime, dependence on data from another system, etc.?  Not normal for any system downtime.  System receives automated uploads from Standard Depot System and the Retail Ordnance Logistics Management System (ROLMS)   



		6.  What is the process for capturing missing data? None, because of the nature of what CAIMS captures the controls in place ensure that all data is captured. 



		7.  What is the general quality and reliability of the data being reported?  95% of OPNAV standard in capturing the correct data.



		8.  What is the predictability of the data being reported, e.g., approximately the same for the quarter when compared to the previous FY?  During peace time, rather consistent from month to month, however during war time very difficult to predict.



		9.  Is your system capable of stratifying by materiality?  No



		10. Is your system capable of forecasting and/or estimation?  No



		11. What are the estimated hours and FTE needed to generate and provide the data you provide for the financial statements?  3 people at 20 hrs. each = 60 hrs. per quarter





3.  Estimation Approaches


It may be more practical and quicker to use estimates to report quarterly data for the financial statements.  Some of the estimation techniques for the quarterly financial statements are as follows:


· Use an operating plan/budget number if actuals are not available, adjusting for significant variations in the operating plan during the quarter.


· If numbers are historically stable, estimate the year end asset balance as the quarterly balance.


· If feeder systems collect actual data on a different cycle than the financial statements, use the data as of the most recent cycle date.


· Review acquisition, disposal, and transfer documentation to adjust prior actual balances.


· Exception reporting for material transactions based on established thresholds.


· Other estimating techniques:


4.  What would be the impact in savings of time if you used estimates on a quarterly basis rather than the data from your system?

Total number of days reduced _______.


Total number of hours saved ________. 


There would be no savings of time to do estimates.


Note:  NAVSUP, telephone conversation on 29 Jan 03.


Quarterly Financial Statement Reporting 


Reporting Assessment


Balance Sheet Line:  Inventory and Related Property, Net 


(Operating Materials and Supplies)


F-5:  Reporting Area: APA Secondary End Items


Introduction: The Financial Management Modernization Program (FMMP) Financial Statement Initiatives (FSI) team is developing recommendations on approaches for streamlining the new quarterly financial reporting requirement.  These recommendations, and the supporting analysis, are part of the overall Financial Management Enterprise Architecture.  


The FSI team has recommended that estimation of material balance sheet assets and liabilities is a significant target of opportunity for streamlining the quarterly financial reporting process.  Specifically, the recommendation proposes that the Department of the Navy General Fund major commands that transmit asset and liability balance through the DON data collection instrument can potentially streamline that process by applying appropriate and consistent estimation techniques when appropriate.  The streamlining process is important to meet the current 45 day quarterly financial reporting requirements.  In fact, OMB is proposing to accelerate reporting deadlines even further beginning in FY 2004.  Again, this survey is to determine if it is practical to apply estimation of selected balances or is it just as easy to produce the actual data on a quarterly basis.    

1.  Data Availability 


Balance Sheet Line:  Inventory and Related Property, Net 


                     (Operating Materials and Supplies)


Reporting Area:      APA Secondary End Items


		Category

		Date that actual data is available



		

		First Quarter ends 31 Dec

		Second Quarter ends 31 Mar

		Third Quarter ends 30 Jun



		Held for Use

		3 work days after the end of the quarter

		3 work days after the end of the quarter

		3 work days after the end of the quarter



		Held for Repair

		3 work days after the end of the quarter

		3 work days after the end of the quarter

		3 work days after the end of the quarter



		Excess, Obsolete & Unserviceable

		3 work days after the end of the quarter

		3 work days after the end of the quarter

		3 work days after the end of the quarter





2.  Data Environment: (Place your answer after each individual question.)  


		1.  What Feeder System(s) are providing the data call information? Material Financial Control System (MFCS), PX06 module for inventory accounting and billing 



		2.  What are the close intervals for each system, e.g., monthly, quarterly, and annually?  monthly  



		3.  (a) Are there generally unprocessed transactions at each closing date?  Not material, the next month will pick up those transactions 


    (b) What is the approximate volume of unprocessed transactions?  Not material





		4.  How many days after the end of the month is data available?  3 work days



		5.  What are the constraints experienced in gathering the data, e.g., system downtime, dependence on data from another system, etc.? no regular system downtime 



		6.  What is the process for capturing missing data? N/A



		7.  What is the general quality and reliability of the data being reported?  High reliability



		8.  What is the predictability of the data being reported, e.g., approximately the same for the quarter when compared to the previous FY? No baseline from which to draw any conclusions.  The amount has decreased over the past several years.



		9.  Is your system capable of stratifying by materiality? No



		10. Is your system capable of forecasting and/or estimation?  No



		11. What are the estimated hours and FTE needed to generate and provide the data you provide for the financial statements?   1 person, 2 days per quarter (included in the 3 work days)





3.  Estimation Approaches


It may be more practical and quicker to use estimates to report quarterly data for the financial statements.  Some of the estimation techniques for the quarterly financial statements are as follows:


· Use an operating plan/budget number if actuals are not available, adjusting for significant variations in the operating plan during the quarter.


· If numbers are historically stable, estimate the year end asset balance as the quarterly balance.


· If feeder systems collect actual data on a different cycle than the financial statements, use the data as of the most recent cycle date.


· Review acquisition, disposal, and transfer documentation to adjust prior actual balances.


· Exception reporting for material transactions based on established thresholds.


· Other estimating techniques:


4.  What would be the impact in savings of time if you used estimates on a quarterly basis rather than the data from your system?

Total number of days reduced __0_____.


Total number of hours saved ___0_____. 


Note:  NAVSUP, telephone conference on 30 Jan 03.


Quarterly Financial Statement Reporting 


Reporting Assessment


Balance Sheet Line:  Inventory and Related Property, Net 


(Operating Materials and Supplies)


F-6:  Reporting Area: Reengineered Asset Management (RAM)

Introduction: The Financial Management Modernization Program (FMMP) Financial Statement Initiatives (FSI) team is developing recommendations on approaches for streamlining the new quarterly financial reporting requirement.  These recommendations, and the supporting analysis, are part of the overall Financial Management Enterprise Architecture.  


The FSI team has recommended that estimation of material balance sheet assets and liabilities is a significant target of opportunity for streamlining the quarterly financial reporting process.  Specifically, the recommendation proposes that the Department of the Navy General Fund major commands that transmit asset and liability balance through the DON data collection instrument can potentially streamline that process by applying appropriate and consistent estimation techniques when appropriate.  The streamlining process is important to meet the current 45 day quarterly financial reporting requirements.  In fact, OMB is proposing to accelerate reporting deadlines even further beginning in FY 2004.  Again, this survey is to determine if it is practical to apply estimation of selected balances or is it just as easy to produce the actual data on a quarterly basis.    

1.  Data Availability 


Balance Sheet Line:  Inventory and Related Property, Net 


                     (Operating Materials and Supplies)


Reporting Area:   Reengineered Asset Management (RAM) 


		Category

		Date that actual data is available



		

		First Quarter ends 31 Dec

		Second Quarter ends 31 Mar

		Third Quarter ends 30 Jun



		Held for Use

		4 work days after the end of the quarter

		4 work days after the end of the quarter

		4 work days after the end of the quarter



		Held for Repair

		4 work days after the end of the quarter

		4 work days after the end of the quarter

		4 work days after the end of the quarter



		Excess, Obsolete & Unserviceable

		4 work days after the end of the quarter

		4 work days after the end of the quarter

		4 work days after the end of the quarter





2.  Data Environment: (Place your answer after each individual question.)  


		1.  What Feeder System(s) are providing the data call information? Real-time Reutilization Asset Management System (RRAM) 



		2.  What are the close intervals for each system, e.g., monthly, quarterly, and annually? Closes monthly  



		3.  (a) Are there generally unprocessed transactions at each closing date?  All warehouses are alerted of the close and that all receipts must be posted.  Therefore, no unprocessed transactions.  

    (b) What is the approximate volume of unprocessed transactions?  None





		4.  How many days after the end of the month is data available? The data is real time however need 4 work days for analysis.



		5.  What are the constraints experienced in gathering the data, e.g., system downtime, dependence on data from another system, etc.? Competing priorities, but no system downtime. 



		6.  What is the process for capturing missing data? N/A 



		7.  What is the general quality and reliability of the data being reported?  Fairly accurate and over time the data has improved.



		8.  What is the predictability of the data being reported, e.g., approximately the same for the quarter when compared to the previous FY?  Somewhat consistent however, from time to time a new warehouse is added to the system thus increasing the overall inventory.  



		9.  Is your system capable of stratifying by materiality? No



		10. Is your system capable of forecasting and/or estimation? No, only actuals



		11. What are the estimated hours and FTE needed to generate and provide the data you provide for the financial statements?  Once data is pulled from the system it takes about 4 hours/quarter for analysis and input into the DON data collection instrument.  





3.  Estimation Approaches


It may be more practical and quicker to use estimates to report quarterly data for the financial statements.  Some of the estimation techniques for the quarterly financial statements are as follows:


· Use an operating plan/budget number if actuals are not available, adjusting for significant variations in the operating plan during the quarter.


· If numbers are historically stable, estimate the year end asset balance as the quarterly balance.


· If feeder systems collect actual data on a different cycle than the financial statements, use the data as of the most recent cycle date.


· Review acquisition, disposal, and transfer documentation to adjust prior actual balances.


· Exception reporting for material transactions based on established thresholds.


· Other estimating techniques:


4.  What would be the impact in savings of time if you used estimates on a quarterly basis rather than the data from your system?

Total number of days reduced __0_____.


Total number of hours saved ___0____. 


Do not see any savings in days/hours with estimating.  In fact, if estimation were used probably would spend more time with the audit community defending the estimation technique.


Note:  NAVSUP, telephone conversation on 30 Jan 03. 


Quarterly Financial Statement Reporting 


Reporting Assessment


Balance Sheet Line:  Inventory and Related Property, Net 


(Operating Materials and Supplies)


F-7:  Reporting Area: Sponsored Owner Material (SOM)

Introduction: The Financial Management Modernization Program (FMMP) Financial Statement Initiatives (FSI) team is developing recommendations on approaches for streamlining the new quarterly financial reporting requirement.  These recommendations, and the supporting analysis, are part of the overall Financial Management Enterprise Architecture.  


The FSI team has recommended that estimation of material balance sheet assets and liabilities is a significant target of opportunity for streamlining the quarterly financial reporting process.  Specifically, the recommendation proposes that the Department of the Navy General Fund major commands that transmit asset and liability balance through the DON data collection instrument can potentially streamline that process by applying appropriate and consistent estimation techniques when appropriate.  The streamlining process is important to meet the current 45 day quarterly financial reporting requirements.  In fact, OMB is proposing to accelerate reporting deadlines even further beginning in FY 2004.  Again, this survey is to determine if it is practical to apply estimation of selected balances or is it just as easy to produce the actual data on a quarterly basis.    

1.  Data Availability 


Balance Sheet Line:  Inventory and Related Property, Net 


                     (Operating Materials and Supplies)


Reporting Area:    Sponsored Owner Material (SOM)


		Category

		Date that actual data is available



		

		First Quarter ends 31 Dec

		Second Quarter ends 31 Mar

		Third Quarter ends 30 Jun



		Held for Use

		5 to 6 work days after the end of the quarter

		5 to 6 work days after the end of the quarter

		5 to 6 work days after the end of the quarter



		Held for Repair

		5 to 6 work days after the end of the quarter

		5 to 6 work days after the end of the quarter

		5 to 6 work days after the end of the quarter



		Excess, Obsolete & Unserviceable

		5 to 6 work days after the end of the quarter

		5 to 6 work days after the end of the quarter

		5 to 6 work days after the end of the quarter





Note: 1 person populates the DON Data Collection Instrument (DCI)


2.  Data Environment: (Place your answer after each individual question.)  


		1.  What Feeder System(s) are providing the data call information? Industrial Logistics Support Management Information System (ILSMIS);Shipyards Management Information System(SYMIS); and several smaller local systems including stand alone spreadsheets are used to provide the data call information   



		2.  What are the close intervals for each system, e.g., monthly, quarterly, and annually? Produce a quarterly Sponsored Owned Material report 



		3.  (a) Are there generally unprocessed transactions at each closing date?  Yes, however they are reported in the next quarter’s report


    (b) What is the approximate volume of unprocessed transactions? Not material





		4.  How many days after the end of the month is data available?  5-6 work days



		5.  What are the constraints experienced in gathering the data, e.g., system downtime, dependence on data from another system, etc.? Working with 9 different activities with a myriad of systems therefore the risk is very high of something impeding the reporting of the data.  Note: in the future each of these 9 activities will populate the DCI.



		6.  What is the process for capturing missing data? Missing data catches up with the system the next month



		7.  What is the general quality and reliability of the data being reported?  Relatively accurate in what the systems capture however, there is a question as the correct method for valuing the OM&S.  



		8.  What is the predictability of the data being reported, e.g., approximately the same for the quarter when compared to the previous FY? Rather consistent however, from time to time there may be a mission transfer and that would increase/decrease the amount and therefore not be predictable.



		9.  Is your system capable of stratifying by materiality? Perhaps, but it would be very time consuming.  Not a true function of the systems. 



		10. Is your system capable of forecasting and/or estimation?  No



		11. What are the estimated hours and FTE needed to generate and provide the data you provide for the financial statements?  16 hrs. x 9 activities = 144 hrs. per quarter





3.  Estimation Approaches


It may be more practical and quicker to use estimates to report quarterly data for the financial statements.  Some of the estimation techniques for the quarterly financial statements are as follows:


· Use an operating plan/budget number if actuals are not available, adjusting for significant variations in the operating plan during the quarter.


· If numbers are historically stable, estimate the year end asset balance as the quarterly balance.


· If feeder systems collect actual data on a different cycle than the financial statements, use the data as of the most recent cycle date.


· Review acquisition, disposal, and transfer documentation to adjust prior actual balances.


· Exception reporting for material transactions based on established thresholds.


· Other estimating techniques:


4.  What would be the impact in savings of time if you used estimates on a quarterly basis rather than the data from your system?

Total number of days reduced _______.


Total number of hours saved ________. 


NAVSEA SOM Do not see any savings in using an estimate except to use the previous quarter’s report if current quarter is unavailable due to system problems.  


Note:  Site visit at NAVSEA on 31 Jan 03. 


 Quarterly Financial Statement Reporting 


Reporting Assessment


Balance Sheet Line:  Environmental Liabilities


F-8:  Reporting Area: Military Equipment

Introduction: The Financial Management Modernization Program (FMMP) Financial Statement Initiatives (FSI) team is developing recommendations on approaches for streamlining the new quarterly financial reporting requirement.  These recommendations, and the supporting analysis, are part of the overall Financial Management Enterprise Architecture.  


The FSI team has recommended that estimation of material balance sheet assets and liabilities is a significant target of opportunity for streamlining the quarterly financial reporting process.  Specifically, the recommendation proposes that the Department of the Navy General Fund major commands that transmit asset and liability balance through the DON data collection instrument can potentially streamline that process by applying appropriate and consistent estimation techniques when appropriate.  The streamlining process is important to meet the current 45 day quarterly financial reporting requirements.  In fact, OMB is proposing to accelerate reporting deadlines even further beginning in FY 2004.  Again, this survey is to determine if it is practical to apply estimation of selected balances or is it just as easy to produce the actual data on a quarterly basis.    

1.  Data Availability 


Balance Sheet Line:  Environmental Liabilities


Reporting Area:      Military Equipment


		Category

		Date that actual data is available?



		

		First Quarter ends 31 Dec

		Second Quarter ends 31 Mar

		Third Quarter ends 30 Jun



		Nuclear Aircraft Carriers

		30 days to update*

		30 days to update*

		30 days to update*



		Nuclear Powered Submarines

		30 days to update*

		30 days to update*

		30 days to update*



		Other Nuclear Powered Ships

		30 days to update*

		30 days to update*

		30 days to update*



		Other (Ballistic Missiles)

		Did not interview

		Did not interview

		Did not interview





*Once a ship is inducted it takes 5 quarters to research and determine the estimate for the environmental liability.


2.  Data Environment: (Place your answer after each individual question.)  


		1.  What Feeder System(s) are providing the data call information?  Manual – excel spreadsheets based on DON budget submissions   



		2.  What are the close intervals for each system, e.g., monthly, quarterly, and annually?  Quarterly   



		3.  (a) Are there generally unprocessed transactions at each closing date? No

    (b) What is the approximate volume of unprocessed transactions? No





		4.  How many days after the end of the month is data available?  30 days.



		5.  What are the constraints experienced in gathering the data, e.g., system downtime, dependence on data from another system, etc.? No system constraints however, time may be a constraint. 



		6.  What is the process for capturing missing data? N/A



		7.  What is the general quality and reliability of the data being reported? Reliable – current estimates are based on historical data.



		8.  What is the predictability of the data being reported, e.g., approximately the same for the quarter when compared to the previous FY?  Predictable from quarter to quarter



		9.  Is your system capable of stratifying by materiality? No



		10. Is your system capable of forecasting and/or estimation?  No  



		11. What are the estimated hours and FTE needed to generate and provide the data you provide for the financial statements?  Though it may take approximately a quarter to derive the estimates, this is not 8 hrs/day.  Can really get the number together in approximately 4 days.





3.  Estimation Approaches


It may be more practical and quicker to use estimates to report quarterly data for the financial statements.  Some of the estimation techniques for the quarterly financial statements are as follows:


· Use an operating plan/budget number if actuals are not available, adjusting for significant variations in the operating plan during the quarter.


· If feeder systems collect actual data on a different cycle than the financial statements, use the data as of the most recent cycle date.


· For quarterly financial reporting, the objective is to determine if significant events have occurred during the quarter that would require an update to environmental liability estimates:


· During the past quarter did you identify new environmental liabilities that were not contemplated in previous estimate?


· Are costs available for these new environmental liabilities?


· Did other events occur that could significantly impact the environmental liability estimate, e.g. changes in technology, large contract modifications?


· During the past quarter were there any revisions to the estimation methodology that would result in material changes to the environmental liability estimate?


4.  What would be the impact in savings of time if you used estimates on a quarterly basis rather than the data from your system?

Total number of days reduced _______.


Total number of hours saved ________. 


Since there is not really much change from quarter to quarter, suggested that they use the estimate based upon the previous quarter.


NAVFAC, telephone call on 3 Feb 03.


5. Proposed Estimation Methodology Based on the Reporting Assessment


NAVFAC noted that since there is little change from quarter to quarter, previous quarter balances could be used for current quarter reporting.  Section 3, Estimation Approaches, proposes a series of questions that can be applies to this scenario.  The characteristics of this scenario are:


· The liability is based on a long-term cost estimate and the amount of effort to calculate the liability is significant.  This type of liability is often calculated on an annually or semi-annually.


· The liability does not change significantly from quarter to quarter.  


· If the liability DOES change significantly between quarters, it is generally because of a highly significant event that can be identified for financial reporting purposes.


To identify highly significant events, a series of questions can be asked during the quarterly compilation process.  If the responses do not highlight any significant events, previous annual/quarterly balances could be reported.  If the responses do highlight significant events, the functional managers can work with the financial statement compilation team to update the quarterly estimate as appropriate.  As described in Section 3, example questions to determine of significant events have occurred are below:


· During the past quarter did you identify new environmental liabilities that were not contemplated in previous estimate?


· Are costs available for these new environmental liabilities?


· Did other events occur that could significantly impact the environmental liability estimate, e.g. changes in technology, large contract modifications?


· During the past quarter were there any revisions to the estimation methodology that would result in material changes to the environmental liability estimate?


These questions should be tailored to the specific reporting requirements of each reporting entity.  


Quarterly Financial Statement Reporting 


Reporting Assessment


Balance Sheet Line:  Environmental Liabilities 


F-9:  Reporting Area: Defense Environmental Restoration Program (DERP) and Base Realignment and Closure (BRAC)

Introduction: The Financial Management Modernization Program (FMMP) Financial Statement Initiatives (FSI) team is developing recommendations on approaches for streamlining the new quarterly financial reporting requirement.  These recommendations, and the supporting analysis, are part of the overall Financial Management Enterprise Architecture.  


The FSI team has recommended that estimation of material balance sheet assets and liabilities is a significant target of opportunity for streamlining the quarterly financial reporting process.  Specifically, the recommendation proposes that the Department of the Navy General Fund major commands that transmit asset and liability balance through the DON data collection instrument can potentially streamline that process by applying appropriate and consistent estimation techniques when appropriate.  The streamlining process is important to meet the current 45 day quarterly financial reporting requirements.  In fact, OMB is proposing to accelerate reporting deadlines even further beginning in FY 2004.  Again, this survey is to determine if it is practical to apply estimation of selected balances or is it just as easy to produce the actual data on a quarterly basis.    

1.  Data Availability 


Balance Sheet Line:  Environmental Liabilities 


Reporting Area:      Defense Environmental Restoration    


                     Program (DERP) and Base Realignment 


                     and Closure (BRAC)


		Category

		Date that actual data is available



		

		First Quarter ends 31 Dec

		Second Quarter ends 31 Mar

		Third Quarter ends 30 Jun



		DERP-Active Installations-ER

		15 work days after the end of the quarter*

		15 work days after the end of the quarter*

		15 work days after the end of the quarter*



		Active Installations-ER for Closed Ranges

		15 work days after the end of the quarter*

		15 work days after the end of the quarter*

		15 work days after the end of the quarter*



		BRAC-ER

		15 work days after the end of the quarter*

		15 work days after the end of the quarter*

		15 work days after the end of the quarter*



		BRAC- ER Transferring Ranges

		15 work days after the end of the quarter*

		15 work days after the end of the quarter*

		15 work days after the end of the quarter*





*Note:  Data for DERP and BRAC are dependent upon several systems.  Therefore, we must wait for STARS-HCM to close which is usually 10 work days with 5 days to prepare the consolidate the data.  


2.  Data Environment: (Place your answer after each individual question.)  


		1.  What Feeder System(s) are providing the data call information?  Financial Information System (FIS), Standard Accounting and Reporting System (STARS), and Normalization of Data (NORM)  



		2.  What are the close intervals for each system, e.g., monthly, quarterly, and annually? FIS-monthly; STARS-monthly; NORM – dependent on the Planning, Programming, and Budgeting System (PPBS)  



		3.  (a) Are there generally unprocessed transactions at each closing date? Yes, but not material


    (b) What is the approximate volume of unprocessed transactions? Not material





		4.  How many days after the end of the month is data available? FIS- 10 work days; STARS- 10 work days; NORM- N/A



		5.  What are the constraints experienced in gathering the data, e.g., system downtime, dependence on data from another system, etc.?  No problem with system downtime.  The real constraint is that Financial Statement Reporting schedule has been accelerated but the PPBS system is still on the same reporting schedule.  Since part of the estimates are dependent on the budget process there is a problem with getting the actual data together to meet the Financial Statement Reporting schedule.  No one seems to understand the issue.  



		6.  What is the process for capturing missing data?  The amount of missing data is not material.  For example from time to time there may be approximately $300K missing however when compared with a total of $5 Billion it is not material.  



		7.  What is the general quality and reliability of the data being reported?  Overall approximately 98% reliable.



		8.  What is the predictability of the data being reported, e.g., approximately the same for the quarter when compared to the previous FY?  Unable to predict month to month however when looking at the execution rate will maintain the overall execution at or above the goal.  So, year to year is rather consistent.



		9.  Is your system capable of stratifying by materiality?  FIS and NORM can list the project by materiality but STARS cannot.



		10. Is your system capable of forecasting and/or estimation?  FIS – No; STARS- No; NORM- Yes



		11. What are the estimated hours and FTE needed to generate and provide the data you provide for the financial statements?  320 hrs. annually or 80 hrs. quarterly





3.  Estimation Approaches


For environmental disposal and cleanup, you already use the cost-to-complete module, etc. to arrive at your estimates for each of the sites and therefore report the total.  Timing has always been an issue in reporting the data.  For quarterly reporting it may be more practical to use a methodology for quarterly data that would not be dependent on receiving actuals, controls, etc.   For example, consider the following:  


· Use an operating plan/budget number if actuals are not available, adjusting for significant variations in the operating plan during the quarter.


· If feeder systems collect actual data on a different cycle than the financial statements, use the data as of the most recent cycle date.


· For quarterly financial reporting, the objective is to determine if significant events have occurred during the quarter that would require an update to environmental liability estimates:


· During the past quarter did you identify new sites that were not contemplated for cleanup?


· Are costs available for cleanup of these new sites?


· Did other events occur that could significantly impact the environmental liability estimate, e.g. changes in technology, large contract modifications?


· During the past quarter were there any revisions to the estimation methodology that would result in material changes to the environmental liability estimate?


4.  What would be the impact in savings of time if you used estimates on a quarterly basis rather than the data from your system?

Total number of days reduced _______.


Total number of hours saved ________. 


The overall manpower effort probably will not be reduced however, if estimates were used we could report the estimates within three to five working days after the quarter close. 


NAVFAC, site visit on 28 Jan 03 at 0900 hrs.  


5. Proposed Estimation Methodology Based on the Reporting Assessment


Defense Environmental Restoration Program (DERP), a program managed by the Under Secretary of Defense for Environmental Security (DUSD[ES]), provides for the cleanup of Department of Defense (DoD) hazardous waste sites consistent with the provisions of the Comprehensive Environmental Response, Compensation and Liability Act of 1980 (CERCLA) as amended by the Superfund Amendments and Reauthorization Act of 1986 (SARA).  DERP cleanup is funded through five separate appropriations (Army, Navy, Air force, Formerly Used Defense Sites, and Defense-Wide.  The Environmental Cost to Complete (CTC) liability estimate (the estimated cost for future cleanup of environmental pollution at past and present Department of Defense sites) is due in October to be included in the annual financial statements.  The liability also is included, at different points during the year, in several other documents, as follows:


· Financial statements in October, January, April, and July.


· DoD Budget Estimate Submission to the President’s Budget (PB) in February.


· DERP Annual Report to Congress (ARC), which is due on March 31.  


The reporting challenge is that the reporting cycles are not the same.  The financial statements are driven by the quarterly accounting cycle, the ARC and the PB are on the PPBS cycle. As a result, the October financial statement CTC estimates will not match the PB or the ARC due to timing differences in the development of these three documents.  A reconciliation page is included for the PB and the ARC to account for this difference.  


DON requires a reporting methodology that allows them to tie each quarterly report to an “anchor point”, which is a formal budget submission.  The approach is a variation of the first technique described in Section 3 of this methodology -- Use an operating plan/budget number if actuals are not available, adjusting for significant variations in the operating plan during the quarter.  The DON estimation approach is described in the table below.


		Estimation Methodology for  DERP/BRAC



		Quarter

		Anchor Point

		Description



		Year-End Financial –Statements in October 2003

		The DON Normalization of Data (NORM) system -- August report based on mid-year 2003 results for CTC data.


STARS and FIS as of 30 September 2003 for execution information.

		The August 2003 NORM results also support the End of Year (EOY) 2003 Restoration Management Information System, (RMIS) submit, the EOY 2003 In Progress Review (IPR), the 2005 President’s Budget (PB), and the updated RMIS submit that matches PB, and the Annual Report to Congress (ARC).





		1st Quarter Financial Statements in January 2004

		PB 2005 that will be issued in February 2004 for CTC data.


STARS and FIS as of 31 December 2003 for execution information.

		The 2005 PB that will be issued in February 2004 now becomes the anchor point for the CTC data.



		2nd Quarter Financial Statements in April 2004

		PB 2005 that was issued in February 2004 for CTC data.


STARS and FIS as of 31 March 31 2004 for execution information.

		The 2005 President’s Budget issued in February 2004 remains the anchor point for the CTC data.  It continues to be the most recently updated official source document.



		3rd Quarter Financial Statements in July 2004

		FY 2005 FMB Budget as updated by the Spring 2004 NORM CTC results.  


STARS and FIS as of 30 June 2004 for execution information.




		The Spring NORM results are used to update the mid-year 2004 RMIS submit, the mid-year 2004 IPR, and the 2005 FMB budget (due in June 2004) that is submitted to OSD in August 2004. 





This methodology recognizes there will be reconciliation differences, particularly between the year-end financial statements and subsequent 1st quarter financial statements.  The 1st quarter financial statements can reflect the results of the PB process.  The PB is ongoing during the development of the year-end financial statements, however it is not complete.  Therefore, it is not practical to fully incorporate the PB process into the year-end financial statements.  The gap between year-end and 1st quarter reporting was approximately 1.5 months in 2003.  As the year-end reports are further accelerated, as expected for FY 2004 reporting, DON will need an anchor point independent of the PB process to meet their reporting deadline.


Attachments


Attachment 1:  Data Collection Module Briefing (see separate Powerpoint file, “Attachment 1 - DCM Briefing”).


Attachment 2:  Financial Close Process (see separate Excel file, “Attachment 2 - Financial Close Process”).


Attachment 3:  DFAS Indianapolis Reporting Assessment (see separate Excel file, “Attachment 3 – DFAS Indianapolis Reporting Assessment”).


Attachment 4:  Estimation Methodologies Spreadsheet (see separate Excel file, “Attachment 4 – Estimation Methodologies”).


Attachment 5:  DoD Principal Statements, Agency-Wide, FY 2001 (see separate Adobe Acrobat file, “Attachment 5 - Principal Statements-Agency-Wide-FY2001”).


Attachment 6:  DoD Consolidating and Combining Statements, Agency-Wide, FY 2002 (see separate Adobe Acrobat file, “Attachment 6 - Consolidating-Combining Statements-Agency-Wide-FY2001”).


Performance in these perspectives drives business results







Figure � SEQ Figure \* ARABIC �3�: DFAS-IN Financial Close Processes - Excerpt







This diagram highlights the areas where some of the comparisons and reconciliations occur at consolidation, beginning with the comparison between the budgetary data (1176) and proprietary (Trial Balance) data.







Figure � SEQ Figure \* ARABIC �4�: DFAS-SF Other Defense Organizations (ODO) GF Process Flowchart Excerpt







































































































































































































































































































































































































































� The rapid compilation of financial statements is commonly referred to by industry as a “fast close.”



� A balanced scorecard is a holistic representation of the business health of an organization; a balanced scorecard includes more than financial metrics. 



� Governance is the system by which [enterprises] are directed and controlled. Essentially, it is the enterprise’s strategic response to business risk (including strategic planning, leadership, organization design, stewardship, performance management, risk management, and assurance).  The governance structure specifies – often through a board – the distribution of rights and responsibilities, spells out the rules and procedures for making decisions on corporate affairs, provides the structure through which the company objectives are set, and the means of attaining those objectives and managing performance.



� ‘On top’ adjustments are made to force balances to agree at a consolidated level, therefore, no adjustment is made to the accounting records at the agency level.  



� See assumptions.



� Definitions of Potential Score are consistent with OMB definition and use.
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Principal Statements

Department of Defense Agency-wide
CONSOLIDATED BALANCE SHEET
($ in millions)

As of September 30, 2001 FY 2001 FY 2000
ASSETS M2
Intragovernmental:
Fund Balance with Treasury ™% $ 190,129.1 $ 177,531.3
Investments ¢4 173,288.2 166,522.4
Accounts Receivable N'¢? 1,064.2 821.4
Other Assets N ® 4.2 0
Total Intragovernmental Assets $ 364,485.7 $ 344,875.1
Cash and Other Monetary Assets N7 $ 1,014.1 $ 420.9
Accounts Receivable "¢ 4,613.8 4,714.2
Inventory and Related Property "9 205,406.2 139,067.5
General Property, Plant and Equipment N1 113,826.8 112,520.4
Other Assets "*® 17,834.4 15,136.7
TOTAL ASSETS $ 707,181.0 $ 6167348
LIABILITIES Mt ™
Intragovernmental:
Accounts Payable N2 $ 124.4 $ 89.7
Debt "ot 13 986.2 1,080.4
Other Liabilities "' '® & No© 10) 6,092.9 5,493.8
Total Intragovernmental Liabilities $ 7,203.5 $ 6,663.9
Accounts Payable "2 $ 22,707.5 $ 19,575.4
Military Retirement Benefits and Other Employment-

Related Actuarial Liabilities ™" 1,296,210.7 889,439.1
Environmental Liabilities N ™ 63,293.8 63,213.6
Loan Guarantee Liability "8 3.3 2.1
Other Liabilities "' '® & Not© 16) 28,621.2 23,858.3

TOTAL LIABILITIES $ 1,418,040.0 $ 1,002,752.4
NET POSITION
Unexpended Appropriations ¢ '® $ 163,190.6 $ 155,758.4
Cumulative Results of Operations (874,049.6) (541,776.0)
TOTAL NET POSITION $ (710,859.0) $ (386,017.6)
TOTAL LIABILITIES AND NET POSITION $ 707,181.0 $ 616,734.8

The accompanying notes are an integral part of these statements

See Notes 1-18





Principal Statements

Department of Defense Agency-wide
CONSOLIDATED STATEMENT OF NET COST
($ in millions)

Year Ended September 30, 2001 FY 2001 FY 2000
Program Costs:
Intragovernmental 10,141.7 9,747.7
With the Public 754,851.0 365,137.2
Total Program Cost 764,992.7 374,884.9
(Less: Earned Revenue) (29,977.4) (27,411.4)
Net Program Cost 735,015.3 347,473.5
Cost Not Assigned to Programs 0 0
(Less: Earned Revenues Not Attributable to
Programs) 0 0
Net Cost of Operations 735,015.3 347,473.5

The accompanying notes are an integral part of these statements

See Notes 1 and 19





Principal Statements

Department of Defense Agency-wide

CONSOLIDATED STATEMENT OF CHANGES IN NET POSITION

($ in millions)

Year Ended September 30, 2001 FY 2001 FY 2000
Net Cost of Operations $ 735,015.3 $ 347,473.5
Financing Sources (other than exchange revenues):

Appropriations Used 318,537.3 309,277.3
Taxes and Other Nonexchange Revenue 1,144.1 954.8
Donations — Nonexchange Revenue 6.2 3.8
Imputed Financing N2 3,421.5 3,315.0
Transfers — In 1,084.7 19.9
Transfers — Out (777.4) (139.0)
Other 18,236.5 7,973.8
Total Financing Sources (other than exchange revenues) $ 341,652.9 $ 321,405.6
Net Results of Operations $ (393,362.4) $ (26,067.9)
Prior Period Adjustments M 20) 60,934.4 41,282.0
Net Change in Cumulative Results of Operations $ (332,428.0) $ 152141
Increase (Decrease) in Unexpended
Appropriations 7,586.6 (1,263.1)
Change in Net Position $ (324,841.4) $ 13,951.0
Net Position — Beginning of the Period (386,017.6) (399,968.6)
Net Position — End of the Period $ (710,859.0) $ (386,017.6)

The accompanying notes are an integral part of these statements
See Notes 1 and 20





Principal Statements

Department of Defense Agency-wide

COMBINED STATEMENT OF BUDGETARY RESOURCES
($ in millions)

Year Ended September 30, 2001 FY 2001 FY 2000
BUDGETARY RESOURCES
Budget Authority 379,831.7 353,856.0
Unobligated Balance - Beginning of the Period 201,966.6 192,551.9
Net Transfers Prior-Year Balance, Actual (2,846.2) 82.8
Spending Authority from Offsetting Collections 103,789.1 101,358.9
Adjustments 10,781.7 8,223.2
Total Budgetary Resources 693,522.9 656,072.8
STATUS OF BUDGETARY RESOURCES
Obligations Incurred 483,047.1 454,062.0
Unobligated Balances — Available 204,544.1 195,730.4
Unobligated Balances — Not Available 5,931.7 6,280.4
Total Status of Budgetary Resources 693,522.9 656,072.8
OUTLAYS
Obligations Incurred 483,047 .1 454,062.0
Less: Spending Authority From Offsetting Collections and
Obligation Adjustments (122,311.5) (116,761.1)
Obligated Balance, Net — Beginning of the Period 150,690.2 149,961.2
Obligated Balance Transferred, Net 0 0
Less: Obligated Balance, Net — End of the Period (162,465.8) (150,631.9)
Total Outlays 348,960.0 336,630.2

The accompanying notes are an integral part of these statements
See Notes 1 and 21





Principal Statements

Department of Defense Agency-wide
COMBINED STATEMENT OF FINANCING
($ in millions)

Year Ended September 30, 2001 FY 2001 FY 2000
OBLIGATIONS AND NONBUDGETARY RESOURCES
Obligations Incurred $ 483,047.1 $ 454,062.0
Less: Spending Authority for Offsetting Collections and

Obligation Adjustments (122,311.5) (116,761.1)
Donations Not in the Entity’s Budget ] 0
Financing Imputed for Cost Subsidies 3,421.5 3,315.0
Transfers — In (Out) — Financing (946.4) 1,541.1
Less: Exchange Revenue Not in the Entity’s Budget (675.8) (704.5)
Nonexchange Revenue Not in the Entity’s Budget (26.0) 231
Less: Trust or Special Fund Receipts Related to

Exchange in the Entity’s Budget (41,098.4) (40,018.1)
Other 0 0
Total Obligations as Adjusted and Nonbudgetary

Resources $ 321,410.8 $ 301,457.5

RESOURCES THAT DO NOT FUND NET COST OF
OPERATIONS
Change in Amount of Goods, Services, and Benefits

Ordered but Not Yet Received - (Increases)/Decrease $ (2,565.2) $ 8,232.8
Change in Unfilled Customer Orders (347.2) (525.9)
Costs Capitalized on the Balance Sheet —

(Increases)/Decreases (13,631.5) (16,345.8)
Financing Sources that Fund Costs of Prior Periods (149.6) (16,305.4)
Collections that Decrease Credit Program Receivables or

Increase Credit Program Liabilities 0 0
Adjustments for Trust Fund Outlays that Do Not Affect Net

Cost 0 0
Other - (Increases)/Decreases 1,705.1 10,708.6
Total Resources that Do Not Fund Net Costs of

Operations $ (14,988.4) $ (14,235.7)
COMPONENTS OF COSTS OF OPERATIONS THAT DO

NOT REQUIRE OR GENERATE RESOURCES
Depreciation and Amortization $ 6,453.9 $ 4,096.7
Bad Debts Related to Uncollectable Noncredit Reform

Receivables 30.5 178.0
Revaluation of Assets and Liabilities - Increase/(Decrease) 2,861.4 10,960.2
Loss on Disposition of Assets 3,808.9 85.5
Other - Increases/(Decreases) 352.9 (4,595.1)
Total Costs that Do Not Require Resources $ 13,507.6 10,725.3

FINANCING SOURCES YET TO BE PROVIDED $ 415,085.3 49,526.4
NET COST OF OPERATIONS $ 735,015.3 $§ 347,473.5

The accompanying notes are an integral part of these statements
See Note 22
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Principal Statements

Department of Defense Agency-wide
STATEMENT OF CUSTODIAL ACTIVITY
($ in millions)

Year Ended September 30, 2001 FY 2001 FY 2000
SOURCES OF COLLECTIONS:
Deposits by Foreign Governments $ 9,743.6 $ 10,887.3
Other Collections 0 0
Total Cash Collections $ 9,743.6 $ 10,887.3
Accrual Adjustments (+/-) $ 0 $ 0
Total Custodial Collections $ 9,743.6 $ 10,887.3
DISPOSITION OF COLLECTIONS:
Disbursed on Behalf of Foreign Governments and
International Organizations $ 9,685.6 $ 10,610.1
Increase (Decrease) in Amounts to be Transferred 58.0 277.2
Collections Used for Refunds and Other Payments 0 0
Retained by the Reporting Entity 0 0
Total Disposition of Collections 9,743.6 10,887.3
NET CUSTODIAL COLLECTION 0 $ 0

The accompanying notes are an integral part of these statements

See Note 23
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				Supporting Facts/Issues		PRE-CLOSE ACTIVITIES		EOM		EOM+1		EOM+2		EOM+3		EOM+4		EOM+5		EOM+6		EOM+7		EOM+8		EOM+9		EOM+10		EOM+11		EOM+12		EOM+13		EOM+14		EOM+15		EOM+16		EOM+17		EOM+18		EOM+19		EOM+20

		SITE		SITE

		DFAS-IN

				Receives DD1329 from DFAS-CL Navy trans; Submits TSF 6653; Schedules 10 days to process SF-133 reports, possibly due to systems that were originally set up to process 1136 data that have never been updated; receives the 133 data, converts it to 1136 format so system can process the data; afterwards, data is converted back to the 133 format; Deposit and debit voucher reconciliation; Closed accounts payable reconciliation process; Budget Clearing Account (BCA) reconciliation process; Treasury trial balance reconciliation process.  The FMS 6653 is reconciled to the expenditure system (HCI) output called the “Balance Forward”						DFAS-IN receives a monthly file from CA$HLINK				The DSSNs send a detailed Statement of Accountability (SOA) to DFAS-IN.  This SOA contains details on receipts, disbursements, and adjustments that the DSSN has processed for the month.  DFAS-IN runs an edit/reconciliation between the monthly file from CA$HLINK and the detailed SOA from the DSSN.  The result of this reconciliation is an AUT (analysis of unmatched transactions) Excel file, which is emailed to the DSSN for resolution by the 6th WD.  The resolution of these edits does not affect the AFS process, as these edits are resolved in the current (subsequent to period month end) accounting period.		A summarized SOA of the DSSNs is sent to Treasury.  Treasury runs reconciliations to compare its data from CA$HLINK to the summarized SOA.		DFAS-IN produces an FMS 1220 due on the 5th WD for January 2003.		A summarized SOA of the DSSNs is sent to Treasury.  Treasury runs reconciliations to compare its data from CA$HLINK to the summarized SOA.		At year end, a voucher is prepared and submitted to AFS to record the closed accounts payable.  This can be done after the 6th WD		On the 8th WD the HCI system can be queried to generate the Balance Forward report, which lists current month net disbursements and collections by appropriation.		The balances in the BCAs at year end are faxed by Treasury to DFAS-IN to be cleared out by the 9th WD.  This process affects the budget execution team as they are dependent on the BCA reconciliation before the SF 133 and AR (M) 1307 can be finalized; Preliminary Treasury data is usually available around the 9th WD								Treasury’s final 6653 is not available in GOALS till the 13th WD.  This is when the reconciliation is completed.		Treasury then produces a Statement of Differences (SOD) by the 14th WD (though is has been produced by the 10th) and is available to DFAS-IN via the Internet and GOALSII

		DFAS-CL

				Developed reconciliation for X-Disbursements (Access database program).  Can't fully see how detail is matched to summary (per DFAS-KC).  Non-DCAS are Interfund, I.e., Navy Floats - old, manual files.  Consolidates and reconciles cash at claimant level. Cross disbursement data - does not receive cross disbursement data from Indy or Denver centers in time to produce its monthly reports; leaves out and footnotes; To meet deadlines, incomplete or misclassified feeder data is being sent up, and corrected after the fact						Month plus 1 status - can make adjustments one day after close (back dates adjustment)						Submits Treasury reports in order to close certain regions within STARS (currently not due until Day+6)				Distr 32 Report distributed to financial reporting group by noon

				Submits SF1220 (SOT) to Treasury;                                         Submits DD1329 to DFAS-IN for CMR

		DFAS-DE

				Consolidating disbursements for its Field Sites; Pays from electronic files sent by Field Sites		SF 2657 Daily Statement of Accountability prepared by DFAS Denver Field Sites (Daily Disbursement/Collection Reconciliation)		SF 1219 Monthly Statement of Accountability prepared by DFAS Denver Field Sites (Monthly Disbursement/Collection Reconciliation) & SF 1329    Statement of Transactions																TFS 6654 Treasury Reconciliation of SOF/DOLARS (Air Force) to GOALS (Treasury)

		ROME

								Month-end Electra process begins and continues until the "clean-up day" per the schedule - usually the 5th workday

		DFAS-KC

				DO enters into SRD1 daily.  SF1219 - get directly and take to Federal Reserve via courier.  View activity in GOALS - match and conform tickets to backup.  Use DFAS-IN Wizard program to balance to Treasury.  (Indy prints their checks).  Have automatic edit checks, but not always updated timely.  Daily cycle - average 6.5 hours.  Month-end cycle - 24 to 30 hours.  IPAC has helped reduce X-Disbursing.  Do not have edit checks on Interfunds.  Issues with cleaning up old suspense files flowing from DFAS-CL clean-up efforts - unreconcilable; Reworking suspense (>160 records/mo. (many over 1yr old) takes 1.5 FTEs (full time); Receive incomplete Reg 21/22, 1329/1400 detail from DFAS-CL; Can't reconcile CERPS - can't tell what was processed; CERPS summary only - 30 days until detail is received; Undistributed going back to 1998 on reports						DOs complete balancing for the month.  Certify accounts are balanced.  Produce a consolidated SOA.  1219 is result; 1220 if non-DOD.  Electronically transmitted and consolidated into E&C (subsystem of SABRS) (automated consolidation);		Close (up to Day +4); FTP consolidated file submitted to DFAS-CL - loaded into CERPS and further consolidated by DFAS-CL (DON)

		DFAS-CHS

				Balance cash daily;   DOs send expenditure data to CERPS;  Monthly files submitted to DFAS-CL for GF; DFAS-CL prepares SFF133 and 1307; DFAS-CH manually prepares eliminations for WCF; DFAS-CL reconciles with DFAS-CH; Recon on every LOA for appn subhead; DFAS-CH works the undistribued using HCM; DFAS-CH reconciles DFAS-CL reports, ensuring activity detail rolls up correctly to claimant level on reprorts		PX06 Inventory management system begins closing on last Friday of month; by month end it is closed.		Cutoff for activities set by Navy; PX04 and PX02 are closed simultaneously once PX06 is closed; Trial Balances (2199 reports) are generated; rolled up at DFAS-CL				Cash cutoff by DFAS-CH						GF Close by DFAS-CH; run reports; due date is 5 days to Cleveland; usually have it in 2-3 days; think that they could even do faster (conflicting data between Day 5 and Day 7 or 8 due dates for TB submittal)		Data received from some activities (IFCDRS - reformatted CERPS data); DFAS-CH received DEF files (Daily Expenditure Files) for WCF activities		WCF Close by DFAS-CHS - reports run.  Data received from some activities (IFCDRS - reformatted CERPS data; DONIBIS spreadsheet containing TB data completed (if due)) and file transferred to CDB; Issues with DONIBUS report - hasn't functioned properly - electronic feed); DFAS-CL prepares SF133 and 1307		DONIBIS completed (if due) - uses data submitted by activities from GL reports; uploaded into spreadsheets to create consolidated TB; USSGL format; Spreadsheets are passed back and forth between Field Site and Activities where additional memoranda entries are posted

		DFAS-SB		Reconcile and balance BQ cash daily with Treasury through CDS (DFAS-DE); CDS/MAFR Reconcilation Report shows Treasury balances (CDS) and BQ problems - 24 hours to balance to CDS;  CPAS (contract payments system) has 72 hours to balance (interfaces into BQ) - errors out when budgeting data does not match exactly (errors - LOA, other, insufficient funds, etc.); Sends electronic file to DFAS-DE to make disbursements - posts to BQ after disbursement is made.  Disbursing enters transactions daily directly into CDS (DFAS-DE); DFAS-DE feeds into DFAS-IN; Activity must be submitted by 1:30 p.m.  DFAS-DE rolls CDS data up and reports consolidated on Form 2657;  Must reconcile to all vouchers; Submit IPAC to GOALS once certain all data is correct; MAFR is exception report.  Sections must do a 1081 to reconcile; ARM (Accounts Reconciliation Management) contacts customers if discrepancies.		Interface; Work unmatched; Large number that are over threshold - work with commands to correct; 4 days from EOM - Submit Buyer and Seller Interfund data from prior month - must be balanced; IPAC cutoff is 3 days prior to EOM; GOALS allows unassigned dollars to be posted to suspense - by LOA; OPLOC Weekly Activity Report (Weekly)		COB - Activities close and run reports from legacy systems; Often days are missing; Re-run if data is missing or doesn't 'look' right; All disbursing sections must be balanced by 1 p.m. (DFAS-DE requirement); Organization Cost Center Record Reconciliation and Due-Out Reports (Weekly & EOM); Project Fund Management Reports (Weekly & EOM); Status of Vendor Pay Report (Weekly)		DCWF Flash Report on Fund Status to DFAS-DE		CPAS data interfaced into FIABS - begin reconciliation		ACF 7112 - (for and by others - weekly report) SMA's, Vendor Pay, MOCAS; Reconciliations required prior to submitting; Cycle Report of vouchers For and By Others to DFAS-DE		6 a.m.MT - ACF 7113 (Disb/collections - main part of monthly report) due to DFAS-DE; Activities running last part for data submission.SOT; SOIT; Month-end Check Issue Summary; Unailable Check Cancellation; SOA - All to DFAS-DE; SF1219 SOA due (processes emergency checks only); Balances to parts of RAB - Part 5; SF1329 and 1400 due; Monthly Package Reports of Disbursement and Collection Transactions to DFAS-DE; Status of Funds DBT - NULOS to DFAS-DE; On-Hand Balance Report (CD) to DFAS-DE		Avtivities run and re-run prior to final data submission to DFAS-SB; Flash Report of Obligation Status to DFAS-DE; Foreign Currency Fluctuation Report to DFAS-DE; Status of Funds DBT; FMS DBT and FMS non-DBT  to DFAS-DE		ATB's due to DFAS-DE; FIABS interface to SMAS - runs 1 day behind (Reconciling CPAS to FIABS to TB (BQ) data - (FIABS - 5 people 5 days to reconcile) BQ updates SMAS; Adjust TB to agree to CPAS; FIABS IS CRITICAL PATH; DMAG Flash Report to DFAS-DE; MAFR Report to DFAS-DE		JV's from contractual due to DMAG-MEO for WCF; AFSF Trial Balance to DFAS-DE; Prompt Payment Act Report to DFAS-DE; EOQ+7 EFT Travel Payments to DFAS-DE; Stock Fund Inventory Management Report to Base SF Mgr		WCF: Reconcile and zero out cash and expenses; JVs produced using GLAC summary data from systems - CPAS, BQ (GAFS), SMAS; Delivery Reports to DFAS-DE; Selected balances for accrual accounting to DFAS-DE; NULO/UMD Report to DFAS-DE		Letter of Transmittal of Statements & Vouchers to DFAS-DE; (EOQ Prompt Payment Act Report to DFAS-DE at Q only); Industrial Fund Report to DFAS-DE;  Status of Funds DBT Military Personnel Appn Reimb Data to DFAS-DE; PMI Report (CD) to DFAS-DE		AF Trial Balance - Other than Stock & Industrial Fund - Deposit Spreadsheet to DFAS-DE; Status of Allotment Report - Army Funds to Funding Agency; Report for Deposit Fund Balance to DFAS-DE; EOQ+10 - Deposit Fund Suspense - Budget Clearing Account to DFAS-DE; Billable Hours Project Database (CD) to DFAS-DE				Prompt Payment Act by Site Code to DFAS-DE & Sites; Depot Maintenace Business Area (DMBA) Trial Balance to DFAS-DE, DRC & HQ AFMC/FMRI; Civilian Manpower & Funding Report to DFAS-DE		OPLOC Monthly Output Report (CD) to DFAS-DE		AFSF Trial Balance Footnotes to DFAS-DE; GSA Request for Transportation Audit Detail to DFAS-DE & GSA		AF Trial Balance - Other than Stock & Industrial Fund - Certificate of Deposit to DFAS-DE; FMS Problem Disbursements to DFAS-DE; EOQ+15 Deposit Fund Suspense Report to DFAS-DE; MAJCOM Mo. Cust. Svc. Pkgs. (CD) to DFAS-DE						International Balance of Payments Report to DFAS-DE

								.
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Instructions

		Estimation of Component Information
Discussion Topics

Instructions for Completion

The Component leads from Team IBM will coordinate with their counterparts at each DFAS Central Site to distribute and complete.   

Step 1 - Complete the Data Availability Assessment. This assessment identifies the expected availability of actual data for the three quarterly data collection periods.  

Step 2 - Document answers to the Data Environment questions below as appropriate for this data. 

Step 3 - Based on the results of Steps 1 and 2, and the baseline estimation approaches provided, document Recommended Estimation Approaches for this data.

Step 4 - Document savings resulting from applying estimation techniques in the Impact section.





Estimation - Inventory

		Estimation - Inventory and Related Property

OMB 01-09 approves the use of estimates for producing the quarterly financial statements, to the extent that information is not available on a quarterly basis.  OMB 01-09 states that agencies must develop reliable, alternative means of estimating quarterly amounts and balances.  In cases where actual data is not available, estimates, based on historical data, should be used for determining the appropriate amounts and balances for quarterly reporting.

		Step 1 - Data Availability Assessment

		NOTE 9 - INVENTORY AND RELATED PROPERTY, NET

		INVENTORY, NET

										Date that actual data is available

										First Quarter 03		Second Quarter 03		Third Quarter 03

		1		Inventory Categories

		A.		Available and Purchased for Resale						N/A		N/A		N/A

		B.		Held for Repair						N/A		N/A		N/A

		C.		Excess, Obsolete, and Unserviceable						N/A		N/A		N/A

		D.		Raw Materials						N/A		N/A		N/A

		E.		Work in Process						N/A		N/A		N/A

		OPERATING MATERIALS AND SUPPLIES, NET

										Date that actual data is available

										First Quarter 03		Second Quarter 03		Third Quarter 03

		1		OM&S Categories

		A.		Held for Use						JAN-17		APRIL-18		JULY-18

		B.		Held for Repair						N/A		N/A		N/A

		C.		Excess, Obsolete, and Unserviceable						N/A		N/A		N/A

		Step 2 - Data Environment

				What feeder systems(s) are providing the data call information?

				Worldwide Ammunition Reporting System (WARS)

				What are the close intervals for each feeder system, e.g., monthly, quarterly?

				Monthly

				Are there generally unprocessed transactions at each closing date?  What is the approximate volume of unprocessed transactions?

				Unknown

				How many days after the end of the month is data available?

				4 working days

				What are the constraints experienced in gathering the data, e.g., system downtime?

				Downtime during system upgrades, Data call POC responsiveness

				What is the process for capturing missing data?

				Unknown

				What is the general quality and reliability of the data being reported?

				The asset data is generally good.

				What is the predictability of the data being reported?

				Fairly predictable for experienced WARS users.

				Are the feeder systems capable of stratifying by materiality?

				NO

				Are the feeder systems capable of forecasting and/or estimation?

				WARS can not forecast or estimate, but can be used as a forecasting or estimating tool.

				What is the estimated hours and FTE needed to provide this data?

				APPROX. 8 HOURS

				Are their opportunities to automate entry of data call information into a data collection application that feeds DDRS?

				Requires systems review by programmers to make viable assessment.

				Once data call information is consolidated, what is the estimated level of effort for processing into DDRS?

				Requires systems review by programmers to make viable assessment.

		Step 3 - Recommended Estimation Approaches

		Estimation Techniques:

		Below are techniques available for estimating asset values for interim financial reporting:

		- Use an operating plan/budget number if actuals are not available, adjusting for significant variations in the operating plan During the quarter.

		- if numbers are historically stable, estimate the year end asset balance as the quarterly balance. (Recommended Approach)

		- if feeder systems collect actual data on a different cycle than the financial statements, Use the data as of the most recent cycle date.

		- Review acquisition, disposal, and transfer documentation to adjust prior actual balances.

		- Exception reporting for material transactions based on established thresholds.

		Step 4 - Impact

				Initiative Benefits

						Estimated Time for FY 2002 Process				Estimated Total Hours Saved				Estimated Reduction in Days Required for Compilation

				Estimate the impact of using estimation for this data in terms of total hours saved and the reduction in total days required for financial statement compilation.

				- Central Sites		0				0				0

				- Field Sites		0				0				0

				- Component FM organizations		0				16				2

				- Component Commands and Activities		0				0				0

				Total		0				16				2

				* WARS represents small portion of total data reported for OM&S. Remaining data is provided to DFAS from the field via general ledger.





Estimation - General PP&E

		Estimation - General Property, Plant and Equipment

OMB 01-09 approves the use of estimates for producing the quarterly financial statements, to the extent that information is not available on a quarterly basis.  OMB 01-09 states that agencies must develop reliable, alternative means of estimating quarterly amounts and balances.  In cases where data for data calls is not available, estimates, based on historical data, should be used for determining the appropriate amounts and balances for quarterly reporting.

		Step 1 - Data Availability Assessment

		NOTE 10 - GENERAL PP&E, NET

										Date that actual data is available

										First Quarter 03		Second Quarter 03		Third Quarter 03

		1		Major Asset Classes:

		A.		Land						Estimate		APRIL-30		Estimate

		B.		Buildings, Structures, Facilities						Estimate		APRIL-30		Estimate

		C.		Leasehold Improvements						Estimate		APRIL-30		Estimate

		D.		Software						JAN-31		APRIL-30		JULY-31

		E.		Equipment						JAN-31		APRIL-30		JULY-31

		F.		Assets Under Capital Lease						JAN-31		APRIL-30		JULY-31

		G.		Construction-in-Progress						Estimate		APRIL-30		Estimate

		H.		Other						JAN-31		APRIL-30		JULY-31

		ASSETS UNDER CAPITAL LEASE

										Date that actual data is available

										First Quarter 03		Second Quarter 03		Third Quarter 03

		1		Entity as Lessee, Assets Under Capital Lease

		A.		Land and Buildings						JAN-31		APRIL-30		JULY-31

		B.		Equipment						JAN-31		APRIL-30		JULY-31

		C.		Other						JAN-31		APRIL-30		JULY-31

		D.		Accumulated Amortization						JAN-31		APRIL-30		JULY-31

		Step 2 - Data Environment

				What feeder systems(s) are providing the data call information?

				Real Property - IFS, HQEIS		Equipment -  DPAS, AMEDDPAS, APPMS-CEFMS, DMLSS, CCSS

				What are the close intervals for each feeder system, e.g., monthly, quarterly?

				Monthly - DPAS, Semi-annually - IFS-HQEIS, No known close interval for remaining systems

				Are there generally unprocessed transactions at each closing date?  What is the approximate volume of unprocessed transactions?

				Data unavailable, requires end user validation.

				How many days after the end of the month is data available?

				Data is continuously available at the end of the month for DPAS. Availability of data for other systems varies.

				What are the constraints experienced in gathering the data, e.g., system downtime?

				Data call POC responsiveness

				What is the process for capturing missing data?

				Varies between systems

				What is the general quality and reliability of the data being reported?

				Data is generally good.

				What is the predictability of the data being reported?

				Fairly predictable

				Are the feeder systems capable of stratifying by materiality?

				No

				Are the feeder systems capable of forecasting and/or estimation?

				IFS-HQEIS is capable of estimating and forecasting. Other systems can be used as tools to estimate and forecast.

				Are feeder systems capable of automatically generating recurring entries for depreciation?

				DPAS is capable of generating recurring entries for depreciation. Other systems require alternative means of calculating depreciation.

				What is the estimated hours and FTE needed to provide this data?

				Can not estimate. Requires review to make an assessment.

				Are their opportunities to automate entry of data call information into a data collection application that feeds DDRS?

				Requires systems review by programmers to make viable assessment.

				Once data call information is consolidated, what is the estimated level of effort for processing into DDRS?

				Requires systems review by programmers to make viable assessment.

		Step 3 - Recommended Estimation Approaches

		Estimation Techniques:

		Below are techniques available for estimating asset values for interim financial reporting:

		- Use an operating plan/budget number if actuals are not available, adjusting for significant variations in the operating plan During the quarter.

		- if numbers are historically stable, estimate the year end asset balance as the quarterly balance. (Recommended approach)

		- if feeder systems collect actual data on a different cycle than the financial statements, Use the data as of the most recent cycle date.

		- Review acquisition, disposal, and transfer documentation to adjust prior actual balances.

		- Exception reporting for material transactions based on established thresholds.

		Step 4 - Impact

				Initiative Benefits

						Estimated Time for FY 2002 Process				Estimated Total Hours Saved				Estimated Reduction in Days Required for Compilation

				Estimate the impact of using estimation for this data in terms of total hours saved and the reduction in total days required for financial statement compilation.

				- Central Sites		0				0				0

				- Field Sites		0				0				0

				- Component FM organizations		0				0				0

				- Component Commands and Activities		0				0				0

				Total		0				0				0

				* Requires review to make an assessment.



No Capital Leases Reported



Estimation - Env Liabilities

		Estimation - Environmental Restoration and Environmental Disposal Liabilities

OMB 01-09 approves the use of estimates for producing the quarterly financial statements, to the extent that information is not available on a quarterly basis.  OMB 01-09 states that agencies must develop reliable, alternative means of estimating quarterly amounts and balances.  In cases where data for data calls is not available, estimates, based on historical data, should be used for determining the appropriate amounts and balances for quarterly reporting. Environmental liabilities are generally based on cost estimates in the annual financial statements.

		Step 1 - Data Availability Assessment

		NOTE 14 - ENVIRONMENTAL RESTORATION AND ENVIRONMENTAL DISPOSAL LIABILITIES

										Date that actual data is available

										First Quarter 03		Second Quarter 03		Third Quarter 03

		1		Accrued Environmental Restoration (Defense Environmental Restoration Program (DERP) funded) costs:

		A.		Active Installations - Environmental Restoration (ER)						JAN-31		APRIL-30		JULY-31

		B.		Active Installation - ER for Closed Ranges						JAN-31		APRIL-30		JULY-31

		C.		Formerly Used Defense Sites (FUDS) -- ER						JAN-31		APRIL-30		JULY-31

		D.		FUDS -- ER for Transferred Ranges						JAN-31		APRIL-30		JULY-31

		2		Other Accrued Environmental Costs (Non-DERP funds)

		A.		Active Installations -- Environmental Corrective Action						Provided annually		Provided annually		Provided annually

		B.		Active Installations -- Environmental Closure Requirements						Provided annually		Provided annually		Provided annually

		C.		Active Installations -- Environmental Response at Active Ranges						Provided annually		Provided annually		Provided annually

		D.		Other						Provided annually		Provided annually		Provided annually

		3		Base Realignment and Closure (BRAC)

		A.		BRAC Installations -- Environmental Restoration (ER)						JAN-31		APRIL-30		JULY-31

		B.		BRAC Installations -- ER for Transferring Ranges						JAN-31		APRIL-30		JULY-31

		C.		BRAC Installations -- Environmental Corrective Action						JAN-31		APRIL-30		JULY-31

		D.		Other						JAN-31		APRIL-30		JULY-31

		4		Environmental Disposal for Weapon Systems Programs

		A.		Nuclear Powered Aircraft Carriers						N/A		N/A		N/A

		B.		Nuclear Powered Submarines						N/A		N/A		N/A

		C.		Other Nuclear Powered Ships						N/A		N/A		N/A

		D.		Other National Defense Weapons Systems						N/A		N/A		N/A

		E.		Chemical Weapons Disposal Program						JAN-31		APRIL-30		JULY-31

		F.		Other						N/A		N/A		N/A

		Step 2 - Data Environment

				What feeder systems(s) are providing the data call information?

				ACTIVE AND BRAC - RESTORATION COST TO COMPLETE SYSTEM (RCTCS), FUDS - FUDMIS, Disposal of Weapons Systems Programs -Standard Operation and Maintenance Research Development System (SOMARDS)

				What are the close intervals for each feeder system, e.g., monthly, quarterly?

				SOMARDS- monthly, Other systems are updated at least once per year

				How many days after the end of the month is data available?

				Approx. 30 days

				What are the constraints experienced in gathering the data, e.g., system downtime?

				QA/QC process slows data gathering, Data call POC responsiveness

				Can you identify significant changes to environmental liability estimates on a quarterly basis?

				NO

				Is information attainable that would significantly impact the prior period estimate, e.g., new discoveries, changes in technology, large contract modifications?

				Yes, manually through project manager updates.

				What is the process for capturing missing data?

				N/A

				What is the general quality and reliability of the data being reported?

				The data is generally very good.

				What is the predictability of the data being reported?

				Fairly predictable.

				Are the feeder systems capable of forecasting and/or estimation?

				NO

				What is the estimated hours and FTE needed to provide this data?

				Requires considerable effort to complete

				Are their opportunities to automate entry of data call information into a data collection application that feeds DDRS?

				Requires systems review by programmers to make viable assessment.

				Once data call information is consolidated, what is the estimated level of effort for processing into DDRS?

				Requires systems review by programmers to make viable assessment.

		Step 3 - Recommended Estimation Approaches

		Guidance - DoD FMR, DoD 7000.14-R

		The cost to complete must be estimated for each environmental restoration site. The estimates include:

		- the cost of completing all remaining studies, restoration, and remedial action operations

		- long term monitoring, and

		- site closeout

		Estimates should reflect site-specific considerations and realistic assumptions about cleanup levels and technology applied.

		Common methodologies for determining restoration costs include:

		- a documented engineering estimate for each site

		- a computer model

		- an estimate based on historical data

		- a rough estimate (e.g., units times dollars per unit)

		- other estimating techniques

		Estimates should include:

		- cost of employing contractors, engineers, and consultants

		- facilities and machinery and equipment dedicated to the disposal effort, and associated operating and maintenance costs

		- compensation and benefits of government personnel

		- cost of environmental permits and licenses

		For quarterly financial reporting, the objective is to determine if significant events have occurred during the quarter that would require an update to environmental liability estimates.

		Specific questions include:

				- During the past quarter did any significant events occur that would result in material changes to environmental liability estimates?

				(Examples - new discoveries, economic conditions, changes in technology, large contract modifications.)

				- During the past quarter were there any revisions to the estimation methodology that would result in material changes to the environmental liability estimate?

		Step 4 - Impact

				Initiative Benefits

						Estimated Time for FY 2002 Process				Estimated Total Hours Saved				Estimated Reduction in Days Required for Compilation

				Estimate the impact of using estimation for this data in terms of total hours saved and the reduction in total days required for financial statement compilation.

				- Central Sites		0				0				0

				- Field Sites		0				0				0

				- Component FM organizations		0				0				0

				- Component Commands and Activities		0				0				0

				Total		0				0				0

				* Requires considerable effort to complete



No Environmental Liabilities Reported



Estimation - NonEnv Disp

		Estimation - Non-Environmental Disposal Liabilities

OMB 01-09 approves the use of estimates for producing the quarterly financial statements, to the extent that information is not available on a quarterly basis.  OMB 01-09 states that agencies must develop reliable, alternative means of estimating quarterly amounts and balances.  In cases where data for data calls is not available, estimates, based on historical data, should be used for determining the appropriate amounts and balances for quarterly reporting. Non-Environmental disposal liabilities are generally based on cost estimates in the annual financial statements.

		Step 1 - Data Availability Assessment

		NOTE 15 - OTHER LIABILITIES: NON-ENVIRONMENTAL DISPOSAL LIABILITIES

										Date that actual data is available

										First Quarter 03		Second Quarter 03		Third Quarter 03

		F		Non-Environmental Disposal Liabilities

		(1)		National Defense PP&E (Nonnuclear)

		(2)		Excess/Obsolete Structures

		(3)		Conventional Munitions Disposal

		(4)		Other

		Step 2 - Data Environment

				What feeder systems(s) are providing the data call information?

				What are the close intervals for each feeder system, e.g., monthly, quarterly?

				How many days after the end of the month is data available?

				What are the constraints experienced in gathering the data, e.g., system downtime?

				Can you identify significant changes to non-environmental disposal liabilities on a quarterly basis?

				Is information attainable that would significantly impact the prior period estimate, e.g., new discoveries, changes in technology, large contract modifications?

				What is the process for capturing missing data?

				What is the general quality and reliability of the data being reported?

				What is the predictability of the data being reported?

				Are the feeder systems capable of forecasting and/or estimation?

				What is the estimated hours and FTE needed to provide this data?

				Are their opportunities to automate entry of data call information into a data collection application that feeds DDRS?

				Once data call information is consolidated, what is the estimated level of effort for processing into DDRS?

		Step 3 - Recommended Estimation Approaches

		Common methodologies for determining non-environmental disposal liabilities include:

		- a documented engineering estimate for each site

		- a computer model

		- an estimate based on historical data

		- a rough estimate (e.g., units times dollars per unit)

		- other estimating techniques

		Estimates should include:

		- cost of employing contractors, engineers, and consultants

		- facilities and machinery and equipment dedicated to the disposal effort, and associated operating and maintenance costs

		- compensation and benefits of government personnel

		- cost of environmental permits and licenses

		For quarterly financial reporting, the objective is to determine if significant events have occurred during the quarter that would require an update to non-environmental disposal liability estimates.

		Specific questions include:

				- During the past quarter did any significant events occur that would result in material changes to non-environmental disposal liability estimates?

				(Examples - new discoveries, economic conditions, changes in technology, large contract modifications.)

				- During the past quarter were there any revisions to the estimation methodology that would result in material changes to the non-environmental disposal liability estimate?

		Step 4 - Impact

				Initiative Benefits

						Estimated Time for FY 2002 Process				Estimated Total Hours Saved				Estimated Reduction in Days Required for Compilation

				Estimate the impact of using estimation for this data in terms of total hours saved and the reduction in total days required for financial statement compilation.

				- Central Sites		0				0				0

				- Field Sites		0				0				0

				- Component FM organizations		0				0				0

				- Component Commands and Activities		0				0				0

				Total		0				0				0



No Non-Environmental Disposal Liabilities Reported



Contingencies

		Estimation - Commitments and Contingencies

		NOTE 16 - COMMITMENTS AND CONTINGENCIES

				Potential questions for updating Commitments and Contingencies are below:

				Are there any updates to contingent liabilities that were disclosed during the prior period?  Specifically:

				- Are there new contingent liabilities?

				NO

				- Was there resolution to any existing contingent liabilities?

				NO

				- Have the estimates for possible liabilities related to existing current liabilities changed?

				NO

				- Are there any updates to estimates for amounts related to canceled appropriations for which the reporting entity has a contractual commitment for payment

				NO

				- Are there any updates to estimates for amounts related to contractual obligations that may require future financial obligations?

				NO

				Are there any updates to contingent liabilities that were recognized during the prior period?  Specifically:

				- Are there new contingent liabilities?

				NO

				- Was there resolution to any existing contingent liabilities?

				NO

				- Have the estimates for possible liabilities related to existing current liabilities changed?

				NO

				- Are there any updates to estimates for amounts related to canceled appropriations for which the reporting entity has a contractual commitment for payment

				NO

				- Are there any updates to estimates for amounts related to contractual obligations that may require future financial obligations?

				NO

				* Remote and possible contingencies are reported on a year-end basis.  Quarterly figures are either provided or estimated for note 16
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Overview

		Background

		DCM Goals

		Key Features

		Roles and Responsibilities

		Functional Reporting Areas in FY02

		New Functional Reporting Areas for FY03 

		OM&S Schedule





Bullet 1 - Background

          - Emerging need for collecting financial data more efficiently and effectively

          - Related efforts initiated by the DoN FMO

Bullet 2 - New Reporting Requirements

          - Accelerated financial statement reporting requirements published by OMB for 	FY 2002 and beyond

Bullet 3 - DFAS Objectives 

          - DFAS, through the DDRS PO, has been tasked with developing the capability to meet 	the accelerated reporting requirements. 

         - To meet this requirement the DFAS will develop a Data Collection capability for 	DDRS 

Bullet 4 - First Steps

          - Identify the first steps to initiate this effort



Bullet 5 - DDRS PO Team

          - Introduce the DDRS PO Team responsible for this effort

         









Overview

		Reporting Hierarchy

		User Matrix Information

		Points of Contact





Bullet 1 - Background

          - Emerging need for collecting financial data more efficiently and effectively

          - Related efforts initiated by the DoN FMO

Bullet 2 - New Reporting Requirements

          - Accelerated financial statement reporting requirements published by OMB for 	FY 2002 and beyond

Bullet 3 - DFAS Objectives 

          - DFAS, through the DDRS PO, has been tasked with developing the capability to meet 	the accelerated reporting requirements. 

         - To meet this requirement the DFAS will develop a Data Collection capability for 	DDRS 

Bullet 4 - First Steps

          - Identify the first steps to initiate this effort



Bullet 5 - DDRS PO Team

          - Introduce the DDRS PO Team responsible for this effort

         









Background

		Increasing need for relevant, reliable and timely financial statements 

		Majority of data for financial statements derived from non-financial sources

		Web-based Data Collection Instrument (DCI) developed by DoN

		Accelerated reporting requirements published in OMB Bulletin 01-09





Bullet 1 - Increasing need for relevant, reliable and timely financial statements

          - Requirement for faster, more accurate detailed financial information is gaining 	increasing importance to DoD decision makers at all levels

          - This requires that the data collection process be streamlined

Bullet 2 - Majority of data for financial statements derived from non-financial sources

          - Financial data is currently collected from two sources

                  - Financial systems

                  - Non-financial systems

          - Majority of data (estimated at 60%) is derived from non-financial systems 

          - Data collection effort aimed at items on the balance sheet, such as operating materials and supplies, property, environmental liabilities, etc.

          - And Supplementary Stewardship information such as NDPP&E, Land, etc. 

Bullet 3 - Web-based Data Collection Instrument (DCI) developed by DoN

          - DoN FMO developed excel spreadsheet in 1999 to collect financial data from non-	financial sources 

          - DoN FMO converted spreadsheet to web-based application for FY 2001 

          - Application reduced the time to collect and process the data by 90%

Bullet 4 - DCI briefed to DoD and DFAS financial management leadership 

          - DCI briefed to DFAS Director of Accounting and OSD Comptroller staff in August

          - DCI briefed to DFAS Cleveland CDA and Director DFAS Cleveland on October 1











	









DCM Goals

		Develop a standard data collection tool for DoD reporting entities



		Capability to collect data at source level 



		Reduce time required for data call process









Key Features

		Web-based

		Accommodate various DoD report structures

		Multiple trial balance codes

Link data to USSGL accounts and attributes

		Track data status

		Reject/approved notification

		DDRS-AFS interface









Key DCM Features - continued

		Audit trails



		Text combining capability



		Drill down



		Year-end closing & quarterly processes

at every level



		Feedback capability





Bullet 1

		Cut and past text from multiple users at various locations into one consolidated text.  This text capability will assist the FMO with consolidating the text for the financial footnotes.



Bullet 2

		The ability to track the status of the data forms – Not open, Draft, Submitted for Approval, Approved, Consolidated, Rejected, Approved with Changes.



Bullet 3

		The DCM system will notify the original user when their form has been rejected and approved. 

		 No action is required, if the forms is approved.  

		The system will direct the user to log into the DCM to view their form, if the form has been rejected or approved with changes.





Bullet 4









Roles and Responsibilities

















Installation


Major Commands 






FMO/Comptroller


DFAS Centers








· Input data by functional area



· Enter Narrative Information



· Enter Corrections



· Submit for Approval






· Input data by functional area



· Approve/Reject


· Consolidate



· Adjustments



· Edit combined Narrative Information






· Same as Major Commands



· Final Approval and Consolidation 



· Establish Users and Functions



· Establish Line of Accounting



· Reporting Hierarchy


· Review and Validate Information


· Assign USSGL attributes



· Update DDRS-AFS


















Functional Reporting Areas in FY02

Operating Materials &

Supplies (OM&S)

Environmental Liabilities

Real Property

Personal Property

Capital Leases

FECA

Contingencies

Other Liabilities

Required Supplementary

Stewardship Information

Deferred Maintenance

Required Supplementary

Information



Operating Leases



The agencies and services indicated (11) functional reporting areas that they currently correct via a data call.

The DCM will provide the flexibility to collect data call information via a secured web-based system.









New Functional Reporting Areas as of FY03

		Employee Benefits Expense

		Imputed Financing Cost

		Capitalized Assets

		Judgement















OM&S Schedule

Categories (Rows)

		 Held for Use

		 Held for Repair

		 Excess Unserviceable

  and Obsolete



Category Breakdown (Columns)

		 Beginning Balance

		 Acquisitions

		 Transfers In

		 Issuances

		 Transfers Out

		 Revaluation

		Prior Period Adjustment

		 OM&S Gross

		 Allowance for Gains (Losses)

		 Ending Balance of OM&S





		 % Change

		 Valuation Method















Reporting Hierarchy

Defense Information Systems Agency



The color boxes indicate areas where DISA currently collects financial data.  The other boxes are possible areas where DISA may elect to collect data in the future.

















Sheet1


			


			Organization			Sub			DCM


						Orgs			Users


			Department of the Air Force			11


			Department of the Army			42			17


			Defense Advanced Research Projects Agency (DARPA)			13			3


			Defense Commisssary Agency (DeCA)			5			1


			Defense Finance and Accounting Service (DFAS)			2			1


			Defense Information Systems Agency (DISA)			36			14


			Defense Logistics Agency (DLA)			12			2


			Defense Security Service (DSS)			21			1


			Defense Threat Reduction Agency (DTRA)			7			6


			Missile Defense Agency (MDA)			4			4


			Military Retirement Fund			1			4


			Department of the Navy			28			1


			United States Army Corps of Engineers (USACE)			9			8


			Transportation Command (TRANSCOM)			1


			Defense Contract Management Agency (DCMA)			4			2


			Defense Contract Audit Agencey (DCAA)			6			1


			Defense Acquisition University (DAU)			9			5


			Defense Health Program (DHP)			1			6


			Defense Logistics Agency General Fund (DLA-GF)			1			5


			Corporation Information Management			1


			Defense Security Cooperation Agency (DSCA)			15			5


			Defense Finance and Accounting Service Indianapolis			1			28


			Defense Finance and Accounting Service Columbus			1			18


			Defense Finance and Accounting Service Kansas City			1			4


			Defense Finance and Accounting Service Denver			1


			Federal Energy Management Program (FEMP)			1			1


			Office of Economic Adjustment (OEA)			1			2


			Tricare Management Agency (TMA)			1			4


			Department of Defense Education Activity (DODEA)			1			3


			Defense Legal Services Agency (DLSA)			1			3


			Defense Prisoner of War/Missing Persons Office (POW/MIA)			1			3


			Department of Defense Office of the Inspector General (DOD IG)			1			4


			United States Special Operations Command (USSOCOM)			113			5


			Joint Chiefs of Staff (JCS)			1			1


			Court of Appeals, Armed Forces (COAAF)			1			1


			Armed Forces Information Services (AFIS)			1			6


			Office of the Secretary of Defense (OSD)			1			4


			Washington Headquarters Service (WHS)			1			2


			Air Force Audit Agency (AFAA)			1


			Naval Audit Service (NAS)			1


			United States Marine Corps			1			5


			Defense Finance and Accounting Service Cleveland			1			4


			Totals			362			184
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Sheet1


			


			Organization			Trained on DCM			Used  DCM


			Department of the Air Force


			Department of the Army			14


			Defense Advanced Research Projects Agency (DARPA)			3			1


			Defense Commisssary Agency (DeCA)


			Defense Finance and Accounting Service (DFAS)


			Defense Information Systems Agency (DISA)			9			1


			Defense Logistics Agency (DLA)


			Defense Security Service (DSS)			2


			Defense Threat Reduction Agency (DTRA)			7			3


			Missile Defense Agency (MDA)			3			1


			Military Retirement Fund


			Department of the Navy			8


			United States Army Corps of Engineers (USACE)			1			2


			Transportation Command (TRANSCOM)


			Defense Contract Management Agency (DCMA)


			Defense Contract Audit Agencey (DCAA)			1


			Defense Acquisition University (DAU)			5			1


			Defense Health Program (DHP)			5			2


			Defense Logistics Agency General Fund (DLA-GF)			3			1


			Corporation Information Management


			Defense Security Cooperation Agency (DSCA)			4


			Defense Finance and Accounting Service Indianapolis			25


			Defense Finance and Accounting Service Columbus			15


			Defense Finance and Accounting Service Kansas City			7


			Defense Finance and Accounting Service Denver


			Federal Energy Management Program (FEMP)			1


			Office of Economic Adjustment (OEA)			3


			Tricare Management Agency (TMA)			8


			Department of Defense Education Activity (DODEA)			4


			Defense Legal Services Agency (DLSA)			3


			Defense Prisoner of War/Missing Persons Office (POW/MIA)			3


			Department of Defense Office of the Inspector General (DOD IG)			2			1


			United States Special Operations Command (USSOCOM)			4			4


			Joint Chiefs of Staff (JCS)			1


			Court of Appeals, Armed Forces (COAAF)			1


			Armed Forces Information Services (AFIS)			3			1


			Office of the Secretary of Defense (OSD)			5			1


			Washington Headquarters Service (WHS)			2


			Air Force Audit Agency (AFAA)


			Naval Audit Service (NAS)


			United States Marine Corps


			Defense Finance and Accounting Service Cleveland			1


			Totals			153			19
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DDRS Points of Contact

		Program Manager                   	Bobby Blackley

(703) 607-3802                   	Bobby.Blackley@dfas.mil



		Deputy Program Manager       Adrienne Ferguson

 (703) 607-1030          		Adrienne.Ferguson@dfas.mil



		AFS Team Lead			Luther Luster

(703) 607-0678			Luther.Luster@dfas.mil



		Budgetary Team Lead              	Richard White 

(703) 607-1000                   	Richard.A.White@dfas.mil
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Department of the Air Force


Department of the Army


14


Defense Advanced Research Projects Agency (DARPA)


3 1


Defense Commisssary Agency (DeCA)


Defense Finance and Accounting Service (DFAS)


Defense Information Systems Agency (DISA)


9 1


Defense Logistics Agency (DLA)


Defense Security Service (DSS)


2


Defense Threat Reduction Agency (DTRA)


7 3


Missile Defense Agency (MDA)


3 1


Military Retirement Fund


Department of the Navy


8


United States Army Corps of Engineers (USACE)


1 2


Transportation Command (TRANSCOM)


Defense Contract Management Agency (DCMA)


Defense Contract Audit Agencey (DCAA)


1


Defense Acquisition University (DAU)


5 1


Defense Health Program (DHP)


5 2


Defense Logistics Agency General Fund (DLA-GF)


3 1


Corporation Information Management


Defense Security Cooperation Agency (DSCA)


4


Defense Finance and Accounting Service Indianapolis


25


Defense Finance and Accounting Service Columbus


15


Defense Finance and Accounting Service Kansas City


7


Defense Finance and Accounting Service Denver


Federal Energy Management Program (FEMP)


1


Office of Economic Adjustment (OEA)


3


Tricare Management Agency (TMA)


8


Department of Defense Education Activity (DODEA)


4


Defense Legal Services Agency (DLSA)


3


Defense Prisoner of War/Missing Persons Office (POW/MIA)


3


Department of Defense Office of the Inspector General (DOD IG)


2 1


United States Special Operations Command (USSOCOM)


4 4


Joint Chiefs of Staff (JCS)


1


Court of Appeals, Armed Forces (COAAF)


1


Armed Forces Information Services (AFIS)


3 1


Office of the Secretary of Defense (OSD)


5 1


Washington Headquarters Service (WHS)


2


Air Force Audit Agency (AFAA)


Naval Audit Service (NAS)


United States Marine Corps


Defense Finance and Accounting Service Cleveland


1


Totals
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Department of the Air Force


11


Department of the Army


42 17


Defense Advanced Research Projects Agency (DARPA)


13 3


Defense Commisssary Agency (DeCA)


5 1


Defense Finance and Accounting Service (DFAS)


2 1


Defense Information Systems Agency (DISA)


36 14


Defense Logistics Agency (DLA)


12 2


Defense Security Service (DSS)


21 1


Defense Threat Reduction Agency (DTRA)


7 6


Missile Defense Agency (MDA)


4 4


Military Retirement Fund


1 4


Department of the Navy


28 1


United States Army Corps of Engineers (USACE)


9 8


Transportation Command (TRANSCOM)


1


Defense Contract Management Agency (DCMA)


4 2


Defense Contract Audit Agencey (DCAA)


6 1
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9 5


Defense Health Program (DHP)


1 6


Defense Logistics Agency General Fund (DLA-GF)


1 5


Corporation Information Management


1


Defense Security Cooperation Agency (DSCA)


15 5


Defense Finance and Accounting Service Indianapolis


1 28


Defense Finance and Accounting Service Columbus


1 18


Defense Finance and Accounting Service Kansas City


1 4


Defense Finance and Accounting Service Denver


1


Federal Energy Management Program (FEMP)


1 1


Office of Economic Adjustment (OEA)


1 2


Tricare Management Agency (TMA)


1 4


Department of Defense Education Activity (DODEA)


1 3


Defense Legal Services Agency (DLSA)


1 3


Defense Prisoner of War/Missing Persons Office (POW/MIA)


1 3


Department of Defense Office of the Inspector General (DOD IG)


1 4


United States Special Operations Command (USSOCOM)


113 5


Joint Chiefs of Staff (JCS)


1 1


Court of Appeals, Armed Forces (COAAF)


1 1


Armed Forces Information Services (AFIS)


1 6


Office of the Secretary of Defense (OSD)


1 4


Washington Headquarters Service (WHS)


1 2


Air Force Audit Agency (AFAA)


1


Naval Audit Service (NAS)


1


United States Marine Corps


1 5


Defense Finance and Accounting Service Cleveland


1 4


Totals


362 184


Organization













