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President’s Message
How can we best manage change?

Is your organization changing or facing change? Do
you see yourself as a part of the change or as its
victim? How you and those who work in your
organziation view change can depend on how you
manage it. Whether you see it as a threat or an
opportunity can make a difference for your personal
happiness and professional success.

Orgagizations naturally go through stages of
maturity. The order of maturity is first the start-up,
then the steady state, next transition, and back to
another steady state. The loop of steady state to
transition to another steady state is repetitive or the
organization is at high risk of dying of its own
weight. The primary objective of the transition stage
is to find a pattern that connects old strategies with
new ideas. This phase requires creativity,
innovation, and risk taking. Transition must be
managed to support new ways.

When the steady state does not meet the needs of a current condition then change is required. In
managing change there are two perspectives: to see it as a threat or as an opportunity.

Opportunity***
Take charge

Focus on: Problem
Attitude: Victim

** When change is viewed as a threat, it tends to evoke an automatic chain
reaction, which can be either “fight or flight”. Fight behaviors are resistance,
rumors, in-fighting, finger-pointing, retaliation, and turf battles. Flight behaviors
are avoidance, CYA, defensiveness, paranoia, or on-the-job retirement. Typically
this behavior exaggerates the problem and the participants feel like victims with no

power.

*¥* When change is viewed as an opportunity, people tend to take ownership in the
process, and engage in behavior such as communication, commitment, cooperation,
innovation, and risk taking. Solutions are the focus, and participants feel like they

have some power over it.

To manage change well, portray it as an opportunity. Add a vision of what the results can be; how
things will look at the end. Success comes from people working toward a shared vision. Everyone
needs to be informed as to what provoked the change, what the new objective is, and how they can
contribute. If involved parties sense 1) a shared responsibility for success, and 2) respect for each
other, change can be managed more efficiently. Additionally, provide yourself and the people in
your organization tools to help them cooperate across organizational boundaries, work as one team
challenge old modes of thinking and draw new connections between problems, opportunities and
solutions. With this, you and your staff will live happily and successfully ever after; at least until

the next transition stage.
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Association of Government Accountants
A PRACTICAL APPROACH TO GPRA
Monday February 24, 1997

Sponsored by the AGA Capital Region

Montgomery, Prince Georges, Northern Virginia and Washington DC Chapters

in cooperation with the CFO Councjl GPRA Committee

George Washington University, Cloyd Heck Marvin Center
800 21st Street NW; Washington, DC
Metro Stop: Foggy Bottom (Blue or Orange Line)

Cost: $100 AGA members, $125 others
Recommended 7.5 hours of CPE

7:30 a.m. Registration
8:00 a.m. Welcome — Ronell Raaum, AGA, Capital Region Vice President
Opening Remarks - Steven App, Deputy CFO, Department of the Treasury
9:00 a.m. Keynote Address — To Be Announced
9:45 a.m. Integrating Performance Measures into the Budget Process
Led by: Carl Eickson, Department of the Treasury
Agency representatives on the panel
11:45 am. Lunch
1:00 p.m. Becoming a Performance Based Organization
Led by: Mary Mozingo, National Performance Review
Bradford Huther, Patent and Trademank Office
John McGowan, Defense Commissary Agency
2:00 pm. Case Studies on GPRA -- What Works
Led by: Joseph Wholey, GAQ and University of Southern California
Barbara Fagin, Department of Transportation
Ron Shaffer, Environmental Protection Agency
3:30 p.m. Next Steps for Implementation
Led by: C. Morgan Kinghorn, NAPA Fellow
Steven App, Department of the Treasury
Carl DiMaio, Congressional Institute
J. Christopher Mihm, GAO
Art WU, House Committee on Veterans Affairs
5:00 pm.  Program concludes
Capital Region Registration Form - GPRA Training Conference, February 24, 1997
Name
Organization
Billing Address

If AGA Member, please specify your memebership number
Cost: $100 for AGA Members, $125 for non-AGA Members
Mail registration to:

Office Phone Number

Please note any special accommodations you need (dietary, sign language interpretation.
Be specific:
Payment by: Purchase Order; Attach agency training authorization

Check or money order payable to "AGA"

AGA Capital Region Conference; c¢/o Lance Shawver
2917 Kingswell Court; Wheaton, MD 20902

For registration information, contact Lance Shawver (301) 227-1497
For more information, call Michael Ralph (202) 366-1515 or Doris Chew (202) 512-9201
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Understanding and Planning for the
Federal Financial Management Improvement Act of 1996

by John R. Laney, MBA, CGFM
KPMG Peat Marwick LLP

This is the first of two articles dedicated to understanding and planning for the Federal Financial
Management Improvement Act of 1996. In this issue I will summarize the requirements of the Act and
explain some of the Congressional thinking that went into the formulation of this law. In next month's

issue I will present a management plan including available resources for meeting the requirements of the
Act.

As we approach the end of the twentieth century it can surely be said that the nineties were the decade of
federal financial reform. For the past six years, federal managers have struggled with and made
significant progress towards meeting the objectives of the Chief Financial Officer's Act of 1990, the Federal
Credit Reform Act of 1990, the Government Performance and Results Act of 1993, and the Government
Management Reform Act of 1994, and this is just a few of the new laws levied by Congress in recent years.
It is certainly a challenging time for federal managers who often feel as if they are being overlegislated
without being provided with the necessary resources to meet each new requirement. And now just when
you thought it was safe, here comes the Federal Financial Management Improvement Act of 1996.

Understanding What is Required

Before you say here is another law that will require more resources that I do not have and will not help
me manage my organization, let's take a closer look. This is the first piece of legislation that goes to the
root cause of most federal financial problems--"the lack of a standardized financial management system."
Beginning with the fiscal year ending September 30, 1997, each federal agency will be required to
implement and maintain financial management systems that comply substantially with federal financial
management systems requirements, applicable federal accounting standards, and the United States
Government Standard General Ledger at the transaction level. In order to facilitate the implementation of
this requirement and to determine whether agencies are in compliance, the following requirements were
incorporated into the Act:

s As part of the audit of an agency's financial statements, auditors will be required to report on
whether the agency is in compliance with the new federal financial management system
requirements. If the auditor determines that the agency is not in compliance, the audit report
must specifically address the following:

- nature and extent of the noncompliance including areas of substantial but not full compliance

- primary reason or cause of the noncompliance

- the entity or organization responsible for the noncompliance, and

- any relevant comments from any responsible officer or employee, and

- a statement with respect to the recommended remedial actions and the time frames to
implement such actions

s The Head of an agency must make a determination as to whether the agency is in compliance with
the new federal management system requirements. If a determination of noncompliance is made,
the agency must develop, in consultation with the OMB, a remediation plan that includes
resources, remedies, and intermediate target dates necessary to bring the agency's financial
management systems into substantial compliance. If the determination made by the Head of the
agency differs from the audit compliance findings, the OMB must review the determinations and
provide a report to the appropriate committees of Congress.

(continued on page 5)
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(continued from page 4)

»  The remediation plan is required to bring the agency into substantial compliance within three
years. If the agency, in concurrence with the OMB, determines that they cannot meet the three
year deadline, they must specify an alternate date and designate an official who will be responsible
for bringing the agency into compliance.

#  The Inspector General will report to Congress the failure of any agency to meet the goals and
target dates of its remediation plan.

» Annual reports to Congress will be required from OMB and GAO regarding implementation of this
Act. In addition, the GAO will report annually on the adequacy of applicable accounting standards
for the federal government.

These requirements do not differ significantly from what is already required under Government Auditing
Standards. Even though the proposed legislation required the identification of the person responsible for
the noncompliance, the final legislation simply requires the identification of the entity or organization
responsible. Even so, this will probably be met with some resistance by managers that do not want their
area of responsibility so prominently identified as being the reason for the noncompliance.

Getting a Sehse of Congress
To understand the thought process that went into this legislation you do not need to look any further than

Republican Senator Hank Brown from Colorado. Senator Brown was the primary author of this legislation
that was initially proposed as the Accounting Standardization Act of 1995. In formulating the provisions
of this law, he consulted often with Ronald S. Young, who at the time was the Executive Director of the
Federal Accounting Standards Advisory Board (FASAB). Senator Brown, who is retiring from the Senate,
has been a strong advocate of initiatives to improve the federal accounting process.

A memo was produced in May of 1996 that summarized the mark-up of this legislation by the Senate
Governmental Affairs Committee. In the memo the following comments have been attributed to Senator
Brown "while much effort has been devoted to strengthening internal accounting controls, the federal
government does not have standardized accounts, does not have a standardized financial management
system, and what we have wreaked is chaos in terms of accounting for taxpayers' money." According to the
memo, he stated that this legislation would allow for more meaningful audits, force federal agencies to
complete and report audit costs in the same manner from one fiscal year to the next, and make one
agency's financial statements comparable to another's. He added that agencies often "ignore" accounting
standards issued by the GAO and OMB, making it difficult to understand where taxpayer dollars are
being spent.

The opening sections of the Federal Financial Management Improvement Act read like a dissertation on
the perils of our federal financial system. For example, in the section on findings and purposes it states,
"current federal accounting practices... undermines the government's ability to provide credible and
reliable financial data and encourages already wide-spread government waste, and will not assist in
achieving a balanced budget." The Act continues with phrases such as "to rebuild the accountability and
credibility of the federal government, and restore public confidence." It is obvious that Senator Brown's
impassioned feelings about federal financial management are clearly echoed in the writing of this law. It
can also be interpreted from these passages that this law is intended to have very broad implications for
the federal government.

Response to this article may be made to John R. Laney at KPMG Peat Marwick LLP, 2001 M Street , NW.,
Washington, D.C. 20036
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Success In A Changing Environment

by Oscar J. Castro

Mitchell Laine, Deputy Chief Financial Officer,
U.S. Department of Education (DOE), and
current AGA National President, discussed the
"keys to success" in a changing environment for
our December 10th program. In a constantly
changing environment, entities must also
change to adapt to new circumstances.
However, in designing the changes, many
entities fail to fully consider their impact on
their own internal environment, therefore
resulting in unforeseen, or even negative,
consequences. The program focused on how
changes are implemented can be just as
important as the changes themselves.

Keys to Success

A DOE study of various
public- and private-sector
entities that had fallen on
hard times and successfully
implemented needed
changes to became
profitable and thriving
entities, found that these
entities had developed
common strategies for
changing their business
practices. These common
strategies are the "keys to
success" in a changing
environment and include:
union (or labor)
partnerships, customer
issues, management philosophy, marketing,
automation and technology, restructuring,
change management, and employee
development and participation.

Entity management and auditors need to
consider the impact of changes on the line
employees who will be implementing them. It
is equally important that product quality be
strong, so that our credibility is not lost with
our customers. Leaders should incorporate
different kinds of leadership styles to fit a
particular situation and have a long-term
vision. While admittedly difficult in
government because of its short-term focus, a
long-term view is needed before the workers
will truly buy into management's new plans.

Also, entities need to be entrepreneurial in
outlook. Not only must we continue to do
quality work, we also need to market ourselves
and let everyone know that we're doing quality
work.

Entities need to be more successful in dealing
with changes in technology. Mr. Laine joked
that the upcoming Year 2000 problem may be a
blessing in disguise because the automated
data in the government's current systems is so
bad and this is the one way to start all over
again. Also, when implementing any changes,
the entity must also restructure itself
appropriately to match the
proposed changes. Mr.
Laine added that all
complex things must seek a
balance between the "edge
of chaos” (i.e., a state of
constant innovation and
upheaval) and between a
state of "complete stability"
(i.e., no change) Too much
of either is bad, but
without both no entity can
survive. He also stated
that for any changes to
work, there cannot be a
perception by the
employees that
management has a
dishonest and/or hidden
agenda and that for changes to produce the
desired results; employees must be well-
directed and empowered.

Conclusion

While the above "keys" may not be applicable
in every case, the lesson to remember when
recommending any changes is that the

_environment must be considered. Otherwise,

too little attention will be paid to the changes
or they will be too hard to implement. Mr.
Laine finished his program with one final
thought for the auditing community when
reviewing or recommending changes in the
entities under audit: "auditor's independence
cannot mean that the auditors are not pulling
for the entities."
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NOVAGA Calendar of Events: 1996-1997
You can use NOVAGA's voicemail (703)758-4490 for reservations or
to find out more information on these and other events

January 1997
10..ccne Executive Board Meeting @ GATI, L'Enfant Plaza, 11:30 am.
14............ MiniMaX.......cccererurerrnseerens "Using the Internet to Improve Audit Efficiency”

presented by John Dye, Deputy Assistant IG, SBA and
Jenny Banner Wheeler, Special Assistant to June Gibbs Brown-HHSIG
@ Sheraton National 3:15-5:15 p.m.
14............ Dinner Meeting................ Vincette Goerl, CFO, Customs, "Activity Based Costing"
@ Sheraton National, 5:30 p.m.
16-17....... Federal Leadership Conf @ J.W. Marriott in Washington, D.C,, call (800)AGA-7211 for more info

Various... VITA Training.........cccceeeee. Contact Greg Sinclitico (703)325-0065
February 1997
) § DR Dinner Meeting................. Joint meeting with Institute of Management Accountants
Speaker: Bill Reed, DCAA, @ West Park-Tysons, 5:30 p.m.
24............ Training Event................. "A Practical Approach to GPRA", sponsored by AGA Capital Region

chapters @ George Washington University
$100 for members, $125 for non-members (see page 3 for details)

1-28......... VITA Service......cocoevevvnrnn Contact Greg Sinclitico (703)325-0065

TBD........ Community Service.......... Mondloch House, contact Ann Collins (703)604-9630
March 1997

[ RS- Executive Board Meeting @ GATI, L"Enfant Plaza 11:30 a.m.

11.......cee. MINIMAX. ....voveveiiererecsneannans TBD 3:15-5:15 p.m. @ Sheraton National

1l.eens Dinner Meeting................. William Hoagland, Majority Staff Director,

Senate Budget Committee
@ Sheraton National 5:30 p.m.

18.cinns Career Awareness Day.... Marymount University, contact Vickie Cole-McCray
(703)284-2650 to participate
1-31......... VITA Service........coocvvvmrurens Contact Greg Sinclitico (703)325-0065
TBD........ Training Event................... Cost Accounting seminar, half-day
April 1997
< ST Dinner Meeting................. Speaker to be announced, @ Sheraton National 5:30 p.m.
12-13...... MS WalK...oooooeniiiinnnnens Contact Andrea Walker (202)619-3066
1-15......... VITA Service.......ccvevueunens Contact Greg Sinclitico (703)325-0065
TBD........ Training Event.................. TBD - sponsored by Washington D.C. chapter
May 1997
13.es MiNIMAaX....coeverrssrerersrerenes "Introduction to Federal Accounting”, presented by Greg Fletcher,
KPMG Peat Marwick LLP, 3:15-5:15 p.m. @ Sheraton National
13 Awards Dinner...........c.... @ Sheraton National 5:30 p.m.
TBD........ Public Service...........oeuee. Public Service Recognition Week, contact Ann Collins
(703)604-9630

** Don't forget to bring old prescription eyeglasses to the meetings
for donation to the Lions Club**

Job Opportanities: Lo _
Grant Thornton LLP, Seeking candidates for its federal government management consulting
practice. Call (703) 847-7500 for more info.
Library of Congress OIG, Position: GS13 Auditor/Computer Specialist, Call (202) 707-2034,
(202)707-5627, or (202)707-4325 for more info.
USDA, National Finance Center, Position: Director, National Finance Center in New

" Orleans, Call (202) 720-5833 for more info on this SES position.
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