Chapter IV

CHAPTER IV. IMPROVING FINANCIAL
MANAGEMENT REPORTING AND
IMPLEMENTING THE GPRA

Background

The Department iscommitted to preparing and publishing complete, concise, understand-
able, and meaningful information about the financia and operating performance of the
Department and theindividua bureaus, offices, and programswhich comprisethe De-
partment. The CFO Act requiresthat agencies’ trust funds, revolving funds, and substan-
tial commercial activities be covered by audited financial statements. In addition, the
Government Management Reform Act (GMRA) required agenciesto prepare annual
agency-widefinancid statementsbeginningwith FY 1996.

The Department’ sgoasareto receive unquaified audit opinionsfor al bureau financia
statements and the consolidated Department financia statements, to strengthen financia
controls, and to ensure that financial dataproduced for management decison-makingis
reliable, verifiable and consistent with the annual audited financia statements. The
Department’sfinancia reporting strategy isto have each bureau continue asareporting
entity for purpose of preparation of CFO Act financial reports. The preparation of the
Department’ s consolidated financia statementswill be based on the bureau-level audited
financid deta

The Department believesthat there are sgnificant and long-term benefits of bureau-wide
statements, including usefulnessto usersand verification of financia and cost accounting
dataused by management. Firgt, theaudit of financia information ensurestheavailability
of reliable cost and financia information necessary to support the implementation of the
GPRA. Second, thequality of financial information availableto management increasesas
financid systems, accounts and information are scrutinized and refined. Third, theannual
reports serve asthe vehiclefor bureau reporting under GPRA aswell asproviding aclear
and concise summary of the overal operations, accomplishments and concerns of each of
the Department’ s operating components. Findly, long-standing operationa problemshave
been highlighted by thefinancia statement process and subsequently corrected. Improve-
mentsto date directly attributed to financial statement audits have covered areassuch as
inventory management and collection of accounts receivable by working capita funds.

The CFO Act dso requiresthat the Departmental CFO “maintain an integrated account-
ing and financid management systemn, including reporting and interna controls, which...pro-
videsfor...the systematic measurement of performance.” The passage of the Government
Performance and Results Act (GPRA) necessitatesthat Federa agencieseffectively plan,
budget, execute, evaluate, and account for resources appropriated to Federal programs.
The Congress, the Administration, and taxpayerswant greater accountability in the man-
agement and operation of Federal programs. The GPRA isadriving forcetoward estab-
lishing a “performance-based infrastructure’ within the Federal government. The
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Improving Financial Reporting and Implementing the GPRA

Department iscommitted to taking the appropriate stepsto comply with GPRA require-
ments, in coordination with effortsto comply with the CFO Act and GM RA requirements.

Improving Financial Management Reporting

The Department’ sgod sareto be ableto prepare bureau and consolidated financid state-
mentsthat recelve unqudified audit opinions, and make financia management information
accessiblethroughout the year.

Recent Accomplishments

Prepared and audited FY 1996 financid statementsfor theten bureaus and operating
components, and received nineunquaified audit opinions, indicating that thefinancia
information presented wasfairly stated in al material respects. Only the Bureau of
Indian Affairsreceived aquaified opinion. All bureaus and operating components
continueto demongtrate significant progressinimproving the quality of financid data
and financial statement presentation. Exhibit 1V-1 presents a summary of the
Department’ s accomplishmentsin the areas of financial statement preparation and
audits.

Prepared and audited FY 1996 Consolidated Financial Statementsfor the Depart-
ment, and received aqualified audit opinion.

Prepared the Department’ sfirst Accountability Report under an OM B-sponsored
pilot program. OM B hasbeen encouraging agenciestojoin apilot effort authorized
by the GMRA to streamline reporting through consolidating various reporting require-
mentsinto an annual accountability report. The Department volunteered and was
approved to participatein the pilot Accountability Report programfor FY 1996. The
report integrates the multiple financial management and performance measurement
requirementsof the CFO Act, GPRA, GMRA, FMFIA, and NPR into acomprehen-
siveprocess. The Department’ sfirst Accountability Report encompassed FY 1996
consolidated financid information, aswdll asavariety of other information which dem-
ongtratesthe Department’ s stewardship over the assets, missionsand responsibilities
entrustedtoit.

Planned Actions for 1998

Continueto streamline the financial data collection process, to permit moretimely
preparation of the annual audited financial statementsaswell asthe preparation of
periodic unaudited financia reportsfor management

Begin preparation of quarterly financial statementsfor bureaus and operating compo-
nents.

Expand the amount of segment and program information presented in the Account-
ability Report, including both financid and GPRA performanceinformation.
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U.S. Department of the Interior
Financial Statement Preparation and Audit Results

FY 1990 FY 1991 FY 1992 FY 1993 FY 1994 FY 1995 FY 1996
Consolidated Department (F/S prepared Qualified Qualified
but not audited)
Fish and Wildlife Service (F/S prepared Qualified Qualified Qualified Unqualified Unqualified
but not audited)
Geological Survey (F/S prepared but Qualified Unquaified
not audited)
Bureau of Indian Affairs (FIS prepared but Qualified Qualified
not audited)
Bureau of Land Mgt Qualified Qualified Qualified Unqualified Unqualified
Minerals Management Unqualified Unqualified Unqualified Unqualified Unqualified Unqualified
Service
Bureau of Mines (F/S prepared but Unqualified Unqualified Unqualified Unqualified (Bureau
not audited) eliminated)
Nat'l Biological Service Unqualified Unqualified (Bureau merged
(est. Nov 1993) with USGS)
National Park Service (FIS prepared but Unqualified | Unqualified
not audited)
Bureau of Reclamation Qualified Qualified Qualified Unqualified Unqualified Unqualified
Office of Surface Mining Qualified Unqualified Unqualified Unqualified Unqualified Unqualified Unqualified
Office of the Secretary (F/S prepared but Qualified Qualified Qualified Unqualified Unqualified
not audited)
Office of Territories (F/S prepared but | (F/S prepared but Unqualified Unqualified Unqualified Unqualified
& Internat'| Affairs not audited) not audited)
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Improving Financial Reporting and Implementing the GPRA

| nvestigate more cost-effective approachesto the audit of Department, bureau and
operating component financia information, to ensure the continuing preparation and
publication of meaningful financid information. The Department will investigate ap-
proachesfor improving support to the audit processto ensurethat the benefitsachieved
to datewill continueinthefuture.

Planned Actions for 1999 and Beyond

Continueto improvethe qudity and timeliness of financid reporting.

Begin preparation of monthly financia statementsfor bureaus and operating compo-
nents.

Continueto prepare and audit annual financia statementsfor al reporting entities,
including bureaus and Department consolidated financia statements.

Achieve unqualified audit opinionson all bureau and operating component financia
satements, aswell asthe Department consolidated financia statements.

Implementing the GPRA

The GPRA requires agenciesto develop strategic plansthat el aborate the mission, out-
comes and resultsthat the agency programs are dedicated to achieving. The Act requires
that agencies set performance goalsthat will reflect progresstoward outcomes, measure
performance against goals, and report annually on accomplishments. The Department
fully supports the principles embodied in the GPRA, and is creating the performance
measurement framework envisioned by the Act.

Recent Accomplishments

The Department and its bureaus devel oped strategic planswith performance goa's
and performancemeasures. The planswerereviewed and developedin consultation
with stakeholders, OMB and the Congress, and have been made available e ectroni-
cally to the public through the Internet. Completed planswill be submitted to OMB
and Congress by September 30, 1997. Annua performance planswill be prepared
and submitted with the FY 1999 budget request. The plans are expected to fully
meet the requirements of the GPRA.

The Department iseva uating the datarequired to support the GPRA plansand exam-

ining dternativesfor reporting performanceinformation. Thisinformationwill formthe
basisfor performance reporting required to meet GPRA requirements.
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Planned Actions for 1998

* Prepareand submit the annual performance plan with the FY 2000 budget submis-
son.

» EBEvauatedataand reporting requirements, and improve the Department’ s capacity to
collect, report and verify consolidated performance measurement data.

Planned Actions for 1999 and Beyond

»  Updatethe Department and individua bureau strategic plans.

*  Prepareand submit the annual performance plan with the annua budget submission.
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