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ACTION REQUIRED:

Please review the attached Financial Management Modernization Program (FMMP) Financial Statements Initiative White Paper on the Operational View (OV) of the “To-Be” (Draft), dated 5 March 03 and provide comments in the attached comment matrix NLT 1200 Noon Friday, 21 March 2003.  Attachments are located at the end of this document.  The word file is the Financial Statements Initiative White Paper for your review and comment.  The white paper summarizes the approach followed in developing the interim solutions for the Financial Statement Compilation process, provides a summary level narrative of the opportunities for improvement, and provides instructions on how to review the C4ISR Operational View (OV) products.

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.  
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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Operational View (OV) Discussion of the “To-Be”


This paper summarizes the approach followed in developing the interim solutions for the Financial Statement Compilation process, provides a summary level narrative of the Opportunities for Improvement, and provides instructions on how to review the C4ISR Operational View (OV) Products.   


FSI Purpose and Scope


OMB Bulletin 01-09 requires that, effective first quarter FY2003, interim quarterly financial statements must be produced within 45 days from the end of a fiscal year quarter.  Due to the accelerated timeframes, the FSI was launched with the following objectives:


· Identify improvements to the current financial statement compilation process;


· Provide recommendations to meet the interim quarterly financial statement reporting requirement timelines that improve the speed and efficiency of the process while improving data quality; and


· Develop FSI work products that are in line with the Financial Management Enterprise Architecture (FMEA).


The scope of analysis was to review the quarterly financial statement compilation processes performed at all Defense Finance and Accounting Service (DFAS) Central Sites and select DFAS Field Sites.   


FSI’s To-Be functional architecture is an Interim (shorter-term) Architecture that complements the longer-term FMEA and encompasses the FSI team’s recommendations to meet the requirements prescribed by OMB Bulletin 01-09.


Leading Practices Form the Basis for FSI Opportunities for Improvement


Leading practices are the general rules used to identify opportunities for improvement.   An opportunity for improvement is a performance gap identified between the “As-Is” and the “To-Be” environment that can be closed by executing a recommendation.  Leading practices also define the underlying general design principles which will be used to develop, select, utilize, and deploy solutions.  The corresponding recommendations were based on leading practices and feedback captured from site visits and key interviews.  They are:


· Standardization:  Standardized processes, information and technology across the enterprise


· Consistency:  Consistent application of policy, business rules, and methodologies


· Relevance:  Relevant, reliable financial information, leveraging the right technology 


· Quality at Source:  Primary data captured at point of creation through streamlined processes


· Accountability:  Performance driven by strategy, measured, monitored/enforced and visible across the enterprise


· Continuous Improvement:  Systematic approach to proactively improve operations


· Collaboration:  Partnership processes, information and tools are available and shareable


· Alignment:  Right resources aligned to the work, systems driven by business requirements


The OV Products Document the Blueprint for the FSI Vision


The financial statement compilation process encompasses accounting and reporting activities.  In an effort to remain in-line with existing FMEA Process Action Teams (PATs), the FSI “To Be” model reflects a “deep dive” of the Accounting (ACC) and Financial Management Reporting (FMR) PATs.  Since the FSI interim solution only enhances “As Is” activities, separation from the FMEA is accomplished by labeling the FSI OV products with a prefix of “FSA” and “FSR”.  The FSI OV work products demonstrate where an FSI recommendation changed the current process.  The following modeling techniques were used:


· Controls tunneled based on FMEA standards


· Selected activities and ICOMs marked orange to illustrate where an opportunity appears


· Business rules shown below the A1 level to illustrate changes driven by an opportunity


· Underlying activities performed at DFAS Central Sites and Field Sites were essentially the same; organizational distinctions captured in the corresponding OV products


The Enterprise Architecture logic applied by the FSI team is based on the following:


		

		OV WORK PRODUCT



		ACTIVITY is context for
(

		· OV-5:
Activity Model



		INFORMATION that drives
(

		· OV-3:
Information Exchange Matrix


· OV-2:
Operational Node Connectivity Description


· OV-6a:
Operational Rules Model



		ORGANIZATION* design
(

		· OV-4:
Organizational Relationships Chart



		*:  Due to the shorter-term nature of FSI, OV-4 is organizationally vs. role-based





FSI recommendations revolve around two key elements – management and operations.  The “Management” element focuses on providing and improving business/performance requirements, guidance, and structure around financial statement compilation activities, while the “Operations” element focuses on capturing and reporting financial activity as depicted below.
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The FSI “To-Be” activity model reflects how the opportunities for improvement have been incorporated into financial statement compilation process.  Attachment 1 displays the Activity-Recommendation linkage and Attachment 2 provides a snapshot of each recommendation.


When Leading Practices are Implemented, Significant Change Results


The overarching benefits of FSI recommendations are streamlined financial reporting, streamlined data capture, improved data accuracy, performance baseline, governance elements, and ultimately compliance to OMB interim reporting requirements. The FSI transition plan links FSI recommendations to the FMEA Quick Wins Design Principles, identifies implications to the organization, and provides a step-by-step implementation approach.


Attachment 1:  Activity-Recommendation Linkage


		MANAGEMENT ELEMENT



		MAINTAIN FINANCIAL MANAGEMENT POLICY (FSA)

		MAINTAIN FINANCIAL MANAGEMENT GUIDANCE (FSA)

		ADMINISTER PERFORMANCE MANAGEMENT (FSA)



		Maintain financial management operating policy

		Modify code structure chart of accounts

		Adjust financial management operating policy

		Modify financial management guidance

		Create methodology requirement

		Adjust SOP guidance library

		Develop performance measure

		Evaluate / Validate performance measure

		Create performance metric

		Collect performance metric

		Evaluate performance



		· Policy issuance life cycle


· Electronic sub-mission of financial data and reports


· Core account-ing data and info standard-ization

		· Core account-ing data and info standard-ization

		

		· Central schedule mgmt / data call priority-zation


· Risk-based materiality limits

		· Innovative DoD practice communi-cation and sharing

		· Central schedule mgmt / data call priority-zation


· Risk-based materiality limits

		· Selected perfor-mance metrics imple-mentation


· Compre-hensive FS compil-ation balanced scorecard/ dash-board


· Innovative DoD practice communi-cation and sharing

		· Innovative DoD practice communi-cation and sharing

		· Innovative DoD practice communi-cation and sharing

		· Innovative DoD practice communi-cation and sharing

		· Innovative DoD practice communi-cation and sharing





		OPERATIONS ELEMENT



		PERFORM ACCOUNTING DETAIL (FSA)

		PERFORM FINANCIAL MANAGEMENT REPORTING (FSR)



		Process accounting transaction & JV

		Perform reconciliation process

		Reconcile trading partner data

		Identify report requirement

		Identify report format content & templates

		Prepare report

		Distribute report



		· Policy issuance life cycle


· Central schedule mgmt / data call prioritization


· Core accounting data & information standardization


· Reporting assessments of data availability


· Streamlined trading partner accounting process


· Risk-based materiality limits


· DoD Reporting System-Budgetary module (DDRS-B) implementation acceleration


· Data Call Management standardization and acceleration


· Selected system functionality assessments and enhancements


· Innovative DoD practice comm.-unication/sharing

		· Cash reconciliation and reporting


· Targeted opportunities to assess and refine Central Site and Field Site roles


· Innovative DoD practice communi-cation and sharing

		· Streamlined trading partner accounting process


· Central schedule mgmt / data call prioritization


· DDRS notifications


· Innovative DoD practice communi-cation and sharing

		· Innovative DoD practice communi-cation and sharing

		· Innovative DoD practice communi-cation and sharing

		· Central schedule mgmt / data call prioritization


· Using DDRS for footnote disclosure


· Innovative DoD practice communi-cation and sharing

		· Central schedule mgmt / data call prioritization


· Innovative DoD practice communi-cation and sharing





Attachment 2:  Snapshots


FSI packages and segments are prioritized as follows:


· Package 1:  DFAS-Arlington Financial System Initiatives


· Segment 1.1:  DDRS Applications


· Accelerate Implementation of DoD Reporting (DDRS)-Budgetary (B)


· Accelerate and Standardize Data Call Management


· Develop Selected Notifications within DDRS


· Streamline the Trading Partner Accounting Process


· Segment 1.2:  Site-Specific Enhancements


· Package 2:  OUSD(C) Initiatives


· Segment 2.1:  Policy


· Centralize Schedule Management and Prioritize Data Calls


· Establish a Policy Issuance Life Cycle


· Standardize Core Accounting Data and Information (Accounting Configuration Control Board)


· Require the Electronic Submission of Financial Data and Reports






· Segment 2.2:  Implementation Assistance


· Implement Selected Metrics, Phase I


· Develop a Comprehensive Financial Statement Compilation Balanced Scorecard / Dashboard, Phase II


· Standardize Core Accounting Data and Information (SGL Reference Application)


· Communicate and Share Leading Practices


· Package 3:  Cash Management


· Segment 3.1:  Cash Reconciliation and Reporting


· Package 4:  Joint Initiatives – DFAS-Arlington, OUSD(C) and Components


· Segment 4.1:  Financial Statement Compilation Approaches


· Reporting Assessments of Data Availability


· Establish Risk-Based Materiality Limits (RBMLs)


· Segment 4.2:  Roles and Responsibilities


· Expand Use of DDRS for Footnote Disclosure


· Assess Targeted Opportunities to Refine Central Site and Field Site Roles and Responsibilities
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