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Government-wide Issues That Impede

Accelerated Financial Statements

Draft – OCTOBER 10, 2002

	Category
	Issue
	Next Steps
	Status 

	1. Information from outside sources in a more timely manner
	Federal sources include:

A. Timeliness of receiving actuarial liabilities could be resolved by receiving them quarterly or by changing the cycle date (i.e. change annual update to 6/30)

· The Department of Labor for updated workers compensation costs and liabilities, 

· OPM for imputed financing and cost factors,


	· Coordinate meeting with Private Sector Council

· Coordinate meeting with Department of Labor and the Office of Personnel Management to accelerate reporting of actuarial liabilities.

· Coordinate meeting with Department of Defense, Social Security Administration, Veterans Affairs, and HHS.


	· Request sent to PSC 8/22/02

· Committee to schedule meeting




· Committee to schedule meeting



	
	B. The Bureau of Public Debt for Treasury-managed trust funds trial balances


	
	

	
	C. Fund Balance with Treasury -- Treasury (FMS) fund balance verification is not available when accounting periods close for interim and year-end.  Cannot overemphasize the importance of having Treasury’s final fund balance.  Differences occur from the time lag between the agency’s processing of the SF 224 and receipt of the SF 6653 from FMS. 


	FMS to implement accelerated 224/1219 reporting
	· Ties back to #4


	
	D.  Judgment Fund Charges -- More current information is needed to accurately record Judgment Fund Payments made by Treasury (FMS) on each agency’s behalf.  Treasury’s monthly report that includes itemized totals for all agency fund symbols that the claim was actually paid needs to be available on a current basis. 

	Refine required data elements


	· Met with Wanda Rogers & Judy Tillman in June 

· Committee subgroup to set up additional meeting to convey additional information based on FMS’s initial response.



	
	Non-Federal sources include:

E.  grantees for grant accrual information, 


	Refer issue to OMB for clarification/resolution between existing OMB guidance and accounting standards.


	Will revisit 

	
	F.  contractors for data on contractor-held property


	Refer issue to OMB for clarification/resolution between existing OMB guidance and accounting standards.


	Will revisit

	2. Eliminations


	A.  Consistency in amounts reported within agency and government-wide reports for the Fiduciary balances and trading partner balances.


	Provided comments to OMB on the Intergovernmental Transactions Proposed Business Rules 


	Assist OMB in developing ways to monitor compliance

	
	B.  Government-wide business rules need to be established for accruals and interagency/intergovernmental transactions and account balances.   It is critical that a government-wide methodology and coding requirements for eliminations be developed and issued.  The business rules must be approved by the audit community and the business rules must be used for all levels of financial statements e.g., government-wide, agency-wide, stand alone agency sub-entities.


	
	

	
	C.  Need a standard easy to use process to exchange trading partner data like the Internet Fiduciary Confirmation System web based application.


	
	

	3. FACTS I/Form and Content
	· Different requirements for FACTS I versus OMB “Form and Content of Agency Financial Statements” impacts efforts to accelerated schedule.


	OMB and Treasury need to meet to reconcile differences with the required reporting guidance.
	

	
	· Some FACTS I notes are similar, some very different and some are not used for footnotes –but other section of the report e.g., Required Stewardship Supplementary Information.


	
	

	
	· Some agency financial information in the Government-wide notes is neither derived from USSGL balances, nor required in agency financial statements by OMB Form and Content.  Examples include:


	
	

	
	A.  Note 5 - Property Plant and Equipment - related to prior period adjustments, purchases and other additions split between purchased from the public and from other government agencies and amount of removals.


	
	

	
	B.  Note 6  - Interest and Penalties Receivables- Breakdown of receivables according to exchange and non-exchange.  Agencies only have an attribute for exchange and non-exchange on certain revenue SGLs in order to produce their financials statements.  Accordingly, the FMS crosswalk for agency statements does not indicate that this attribute is required on the receivable SGLs.  


	
	

	
	C.  Interest Receivable SGLs do not identify the related asset (loans, investments, etc).  Treasury has asked that these types of SGLs be added to the Government-wide SGLs.  Treasury currently uses sub-accounts that are rolled up to Government-wide SGLs when the balances are transmitted to FACTS I.


	
	

	
	D.  Note 10 Federal Debt Securities - Additional breakdown that is not required in agency statements.


	
	

	
	E.  Note 13 Federal Employee and Veterans Benefits - Breakdown of SGL 6400 (CSRS, FERS, FEHB &  FEGLI) that is not required for agency financial statements and is not provided for in the SGLs.


	
	

	
	F.  Note 14 Prior Period Adjustments - SGL 7400F and N  is not separated into two categories "Correction of Errors" and  "Changes in Accounting Principal."  The information is also not required for agency financial statements.


	
	

	
	G.  Note 16 Deferred Maintenance - This is not a financial statement note in agency financial statements.  It is required supplemental information.  Accordingly, it is not an integral part of the audited agency financial statements.  Disclosure requirements in Form and Content are not exactly the same as the FACTS I requirements.


	
	

	
	H.  Note 17 Other Items - Breakdown of SGL balances.  Information may or may not be included in agency notes.  


	
	

	
	I.  Note 19 Commitments and Contingencies - Breakdown/detail that may or may not be included in agency notes.


	
	

	
	J.  Note 23 Changes in Net Position - FACTS I required detailed information for FY 2001 that was not required in agency financial statements until FY 2002 (new format for statement of changes in net position).


	
	

	
	K.  The process of reconciling FACTS I to the Agency-wide statements and notes has grown more complex and time consuming over the past few years for many of the reasons identified above.  Also, the need to reconcile by SGL and attribute creates extra work.


	
	

	
	L.  The Account Grouping Worksheet is extremely detailed and requires time-consuming manual entry in Excel spreadsheets.  Documentation of net position by SGL, with a separation of  SGLs  by F & N is required both on the statement of changes in net position and on the balance sheet.


	
	

	
	M.  Net Cost is required to be proven by SGL on the statement of net position.  Since there is a comparison to the agency FACTS I net cost note this is repetitive.  In addition, the methodology for calculating net cost required by FACTS I is not the same as the methodology in the FMS crosswalks for agency financial statements.


	
	

	
	N.  FMS year end closing bulletin is issued too late in the year.  FMS should issue the bulletin by June 1 of each year.


	
	

	4. FACTS II
	A.  Need to accelerate fourth quarter window to ensure FACTS II submission is consistent with the Statement of Budgetary Resources; i.e., passes all edit checks.


	Refer this issue to the Financial Management Service.


	Memo describing the issues in more detail to be drafted

	
	B.  The new FACTS II edit will not allow out of balance conditions with Treasury yet the statement of difference is not available until after books are closed.  Agencies have no control over processing of transactions that occur from letters of credit, 1081s, foreign transactions, etc. , and must wait for 6653 to record cash adjustments.


	
	

	5. OMB GPRA reporting guidance & other requirements needing modification/changes 
	A.  Need to explore options to either accelerate program managers gathering/reporting of outputs and outcomes, or only report actual data received to date but include full years’ information in next year’s report or through some type of supplemental/addendum reporting.


	· Summarize issues and work with the CFO Council Budget * Performance Integration Committee to deal with the GPRA aspects 

· Refer issue to OMB.


	· Memo to OMB drafted 

· Need to coordinate with CFOC Budget & Performance Integration committee 



	
	B.  OMB Circular A-11 and Form and Content guide need to be streamlined and integrated with respect to financial statement and performance reporting.


	
	

	
	C.  OMB needs to eliminate their current requirement of having an agency submit draft reports 10 days before they are due.  This is valuable time that agencies need to finish their reports.


	
	

	
	D.  OMB needs to establish set time frames for issuance and modifications to Form and Content 01-09.


	
	

	6. Credit Reform Issues identified by the Federal credit agencies.
	Treasury Borrowing/Financing Account Interest – various issues have been identified from Treasury’s requirement that all agency borrowings be made by 9/30.  Issues include:


	· Refer issue to FASAB Accounting and Auditing Policy Committee Credit Reform Work Group

· Representatives from the AAPC Credit Reform Work Group to meet with OMB.
	· Awaiting outcome of the AAPC credit reform workgroup’s deliberations 

	
	A.  Carrying sufficient cash balances to cover any possible end of year delinquencies.

B.  Treasury interest rates need to be provided earlier in the fiscal year.


	
	

	
	C.  Can there be an establishment of uniform cutoff date prior to end of the fiscal year?  It may cause problems/confusion with next year’s interest income and expense calculations.


	
	

	
	D.  Conflicting guidance in A-34 and A-11 on whether to use USSGL 4143 or USSGL 4142 to reduce current year borrowing authority down to obligations.


	
	

	
	E.  Reestimates – Current guidance (as reflected in OMB Circular A-11) provides that reestimates must be performed immediately following the close of each fiscal year, unless a different schedule is agreed upon by OMB.  With the accelerated financial statements, should a different standard schedule be implemented?  Would June 30 be an appropriate standard cutoff date?


	
	

	
	F.  Can updates to the Credit Subsidy Calculator, the Financing Account Interest Calculator, and the Reestimate Calculator be released earlier in the fiscal year?


	
	

	
	G.  Is it possible to streamline the credit utilities so that agencies could input the information once and automatically populate the Credit Subsidy Calculator, Reestimate Calculator, and Credit Supplement worksheet with the information that is common to all three tools?


	
	

	
	H.  Interim Financial Statements – Will semi-annual or quarterly calculations of reestimates, financing account interest, and/or liquidating account allowances be required for the financial statements?


	.
	

	
	I.  The Inter Agency Risk Assessment Committee (ICRAS) grades are used in the financial statement reestimate process to estimate loan defaults.  The Statement of Federal Financial Accounting Standards (SFFAS) Number 2 states the current default estimate should be used in reestimates for the financial statements.

Reestimates must be completed by the 1st of October to meet the accelerated financial statement deadlines.  The ICRAS board is currently planning to release new ICRAS grades in mid October.  This release will be too late for the new ICRAS grades to be used in the financial statement reestimate process, but before the financial statements are published.  If the newly release ICRAS grades are not used, then CCC will be out of compliance with SFFAS No. 2 because the most current default estimates were not used.  USDA has requested that the ICRAS board release the new grades in mid September as a solution to these timing issues.


	
	

	
	
	
	

	7. MAX
	A.  SFFAS 7 requires that the financial statements be reconciled with the budget (MAX).  How should agencies and auditors go about meeting this requirement?  MAX numbers may not be available to be reconciled with November Financial Statements.  Should this requirement be revised or eliminated?


	
	Need to further define the issues.

	
	B.  Is it possible to develop a mechanism by which Treasury or OMB would adjust ending/beginning balances in MAX to equal final adjusted SF-133s or financial statements?

	
	

	
	
	
	

	8. Legal Representation Letters
	The entire Legal Representation process needs to be reengineered as the year end reporting cycles accelerate to 45 days for the agency, and 75 days for the government-wide, respectively after the close of the period.  Agency and government-wide requirements need to be defined including: 


	Ask the Department of Justice to convene a meeting of the 24 CFO Agencies’ Office of General Counsel along with CFO Council representation to begin to resolve this issue.
	Committee to draft letter to discuss with OMB 

	
	A.  Periodic review and update for agency quarterly financial statements. 


	
	

	
	B.  Eliminate the government-wide interim update and replace it with the agency’s final update for its own standalone financial statements.


	
	

	
	C.  Have one government-wide final update that will satisfy the needs of GAO for the government-wide issuance date of December 15, 2004. 


	
	

	9. Audit opinions
	A.  Need to adapt work schedules to accommodate earlier due dates.


	Amend the CFO Act (and any other affected legislation, i.e., IG Act) to allow for:

· Establishment of Audit Committees
 at CFO Agencies who report directly to the Head of the Agency.

· Audit Committee or Head of Agency authority to hire auditors (OIG, GAO, IPA based on competition consistent with OMB Circular A-76) for Financial Statement Audits only.  Auditors hired for financial statement audits report directly to Audit Committee/Agency Head.  NOTE:  GAO and OIG would retain all audit authority for all other audit/investigative activity provided by other statutes.

	Tabled 

	
	B.  The IG’s willingness to utilize/review interim statements so that only the 4th quarter audit work is required in September and October.


	
	

	
	C.  Address the issue of auditors’ acceptance of using estimates at year end in the accrual process.  Many agencies have faced challenges convincing auditors that actuals do not have to be used (they won't be available in most cases in 2 years).


	
	


� Commerce does not want audit committees to be mandatory.





