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Activity-Based Costing and Budgeting

by Jackson Hufnagle

Vincette Goerl, Chief Financial Officer of the
U.S. Customs Service, discussed

the concept and benefits of activity-based
costing at the chapter dinner program

on January 14. The chapter members heard
that the need for accurate cost information is a
result of many pressures now placed on the
Customs Service and other federal agencies to
make better decisions in the use of scarce
resources and tighter budgets.

Ms. Goerl observed that the Government
Performance and Results Act and other recent
legislation has challenged the government's
financial managers to integrate their budgets
with performance outcomes. In addition the
Financial Accounting Standards Advisory
Board has focused on systems requirements to
deliver more accurate and up-to-date financial
information to managers who must plan better
use of their budgets. Making good choices for
spending federal dollars requires good
information including accurate financial
statements and the accurate cost of goods and
services especially in a period of deficit
reduction. For example, at the Customs
Service, Ms. Goerl explained how fees and rates
charged for services provided by Customs
officials are set based on the cost of these
services. Therefore, accurate cost information
is critical to set the proper user fees and rates
charged by the Customs Service.

Cost management is one approach to more
accurate cost information and involves
customer satisfaction while reducing costs. The
approach recognizes the full cost of doing
business and improvements to ways of doing
business. Where the traditional government
budget process focused on outlays it did not
consider accountability and improvements to
service. In addition, the cost of doing business
was traditionally shared evenly, or smoothed,
over all the activities of government agencies
resulting in line items that did not accurately
reflect their true cost.

Activity-based costing is a tool for gathering
cost information. Ms. Goerl described how this
tool measures how much work is done, how

Customs CFO Vincette Goerl emphasing a critical
point during her January 14th presentation.

well it is done, and how must cost is involved.
The first step is to identify the organization's
activities and to measure the cost of each
activity in a fashion similar to process
management. Traditional costing can measure
production but does not address the activities
associated with production so that value-added
activity is difficult to define. With activity-
based costing value-added activities can be
identified and opportunities for improvement
can be addressed. At the Customs Service
opportunities for improving customer services,
cycle times, and quality have resulted from
activity-based costing.

Ms. Goerl concluded by stating that accurate
cost information is essential in the government.
Budget information and program costs are not
enough by themselves. Today's government
managers must consider the expanding need
for government services, integrated approaches
to using resources more wisely, and better
information for making intelligent decisions
with fewer resources. Activity-based costing is
an important tool for making good decisions
regarding the use of resources while improving
the services provided.
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Public Service Update
by Ann M. Collins

The CHAPTER has been participating in the
following worthwhile efforts of “generativity:”

CAREER AWARENESS SESSIONS: The
chapter kicked off its Career Awareness
Program activities during October 1996. This
year's focus was to acquaint youth with the
field of government financial management
and to provide students with an overview of
career opportunities that may not be obtained
in formal schools. NOVAGA accomplished
that goal. Spearheaded by Vickie Cole-
McCray, NOVAGA participated in Career
Day activities held at Northern Virginia
Community College and George Mason
Univeristy. NOVAGA President Julie
Bryant, Early Careers Chapter Director
Mazhar Ahson, and George Mason student
Nicki McClintock, were also in attendance
during the recruitment efforts. The response
from students was overwhelming.

Chapter President Julie Bryant and Chapter Marketing
Director Vickie Cole-McCray proudly representing
NOVAGA at George Mason University Career Day.

Approximately 20 to 30 students visited the
AGA table, and 3 students and one federal
government worker was successfully
recruited. Vickie will be representing the
Chapter at the Career Day activities at
Marymount University on March 18, 1997.

Contact Vickie at (703) 284-2650 for more
information --particularly if you would like to

participate in demonstrating the importance of
AGA to our youth and to our community

HILDREN’ T I NTE
ACTIVITIES: The toy collection drive was a
tremendous success! In mid-December 1996, over
150 toys--at an estimated value of $1,000--were
delivered to “Children’s” by Sandra Morrell,
Project Head, and Chapter representatives.
Andrew Forte’, the NOVAGA facilitator for OIG,
DOD, is commended for his special efforts. His
organization alone contributed over half of the
total number of toys collected. Some members
have asked about a tour and visit with the
children at the Medical Center. Sandy will be
arranging a tour in the spring. Check the
newsletter calendar. In addition, since
September 1996, the Chapter has raised over
$100 at the monthly 50/50 drawings for this
worthwhile effort.

VOLUNTEER INCOME TAX ASSISTANCE
(VITA): At the October 1996 meeting, an IRS
representative provided an overview of the VITA
activities. Training was conducted during
January 1997. VITA services will be provided
February through mid-April 1997. Contact Greg
Sinclitico, Project Head, (703) 325-0065, for more
information.

MONDLOCH HOUSE The Mondloch House is
one of the facilities of Route One Corridor
Housing, Inc. which provides homeless families
and individuals with shelter and opportunities to
seek a better life. At the January and February
1997 meetings, the Chapter proceeds from the
50/50 drawing have been specified to purchase
items to help replenish the “First Aid Cabinet” at
the Mondloch House. In addition, members may
bring to the February meeting donations of new,
sealed, non-alcohol-base medications, such as
cold/flu tablets, aspirin, stomach medicine,
bandaids, children’s medication, etc. Contact
Ann Collins, Project Head, (703) 604-9630 for
more information.

DON’T FORGET TO BRING OLD
PRESCRIPTION EYEGLASSES TO THE
MONTHLY MEETINGS. LOOK FOR
THE YELLOW BOX!!
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Auditing Federal Awards: A New Approach
By Norwood J. Jackson, Jr. and Jerry C. Skelly
(This is a synopsis of an article appearing in the November 1996 Journal of Accountancy)

On July 5, 1996, President Clinton signed into law
the Single Audit Act Amendments of 1996,
legislation that significantly changes and improves
the auditing of federal awards received by states,
local governments and not-for-profit entities. To
help implement the changes prescribed, OMB is
revising circular A-133 to apply to audits of states,
local governments, and not-for-profit institutions.
When the revisions are final, the OMB will rescind
circular A-128 "Audits of State and Local
Governments". Both the OMB changes and the act
are effective for years beginning after June 30,
1996.

The Basic Requirements

The new law extends audit requirements to not-for-
profit organizations, including colleges and
universities. It requires an entity that spends
$300,000 or more in federal awards to have either
a single audit or a program-specific audit and
exempts any entity that spends less than $300,000
in federal awards, grants or funds. This provision
significantly reduces the audit burden on the
management of smaller entities by increasing the
audit threshold from $25,000 to $300,000 that
triggers the federal audit requirement. It also
bases the monetary threshold on expenditures
rather than receipts.

Auditor Responsibilities

Auditors, who must determine what federal
programs are major programs, will have to comply
with a new rule that mandates the amount of
federal expenditures covered under a single audit.
In addition, the new requirements expand the
auditor's responsibilities in the areas of internal
controls and the follow-up on management actions
to address prior audit findings.

Determination of major programs The process of
determining what makes a major program has
changed significantly. The 1996 act defines a
major program as one meeting OMB's risk-based
criteria. Before 1996, a major program was defined
solely in monetary terms. OMB has prescribed a
four-step process to guide auditors in relating
major programs which consists of identifying (1)
programs that meet a stated dollar threshold,
referred to as type A programs; (2) type A

programs that are low risk; (3) high-risk type B
programs (type B programs are all programs
that fall below the monetary threshold for a
type A program) and (4) the following as major
programs subject to audit:

-- type A programs not considered low risk;

-- at least half of the high-risk type B

programs; and,
-- additional programs required under the
percentage-of-coverage rule. .

Percentage-of-coverage rule The auditor must
select and test major programs that cover 50%
of federal expenditures for both compliance and
controls. However, if certain criteria are met,
the percentage of federal expenditures covered
can be reduced from 50% to 25%.
Testing internal controls In the past, the
extent of internal control work was unclear.
Now, the federal government expects auditors
to understand internal controls over major
programs, test those controls and report the
results of their tests.
Status of management's actions Auditors must
now assess the newly required summary
schedule of prior audit findings. This schedule,
which management must prepare, and the
auditor's assessment are critical to evaluating
the management of federal programs.

Audit Reporting

The 1996 act requires auditors to provide a
summary of audit results. Under OMB
requirements, auditors must express an opinion
on compliance over major programs, issue an
internal control report describing the scope of
testing and the results of those tests and issue
a separate schedule of findings and questioned
costs, including an overall summary of audit
results. In this summary, the auditor must
describe the type of report issued on the
financial statements, list any material matters
of noncompliance related to the financial
statements, describe the type of report issued
on compliance for major programs and state
whether reportable conditions were disclosed.
The 1996 Act also shortens the reporting time
frame from 13 to 9 months. But it allows a two
year transition period to achieve the faster
reporting.
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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

February 1997
11............ Dinner Meeting................. Joint meeting with Institute of Management Accountants
Speaker: Bill Reed, DCAA, @ West Park-Tysons, 5:30 p.m.
1. Community Service.......... 50/50 drawing to benefit Mondloch House to be held
at dinner meeting, contact Ann Collins (703)604-9630
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.........cueeunne. Contact Greg Sinclitico (703)325-0065
March 1997
Tevererreanne Executive Board Meeting @ GATI, L"Enfant Plaza 11:30 a.m.
11........ Minimax.......coeevreverervererenns TBD 3:15-5:15 p.m. @ Sheraton National
11........ Dinner Meeting................. William Hoagland, Majority Staff Director,
Senate Budget Committee
@ Sheraton National 5:30 p.m.
18............ Career Awareness Day..... Marymount University, contact Vickie Cole-McCray
(703)284-2650 to participate
1-31........ VITA Service.......cceerevene. Contact Greg Sinclitico (703)325-0065
April 1997
- S Dinner Meeting................. Roger Viadero, Inspector General, Agriculture
@ Sheraton National 5:30 p.m.
12-13....... MS WalK....ccccoerrmevecrrnnnn. Contact Andrea Walker (202)619-3066
1-15......... VITA Service.........cceueuun.. Contact Greg Sinclitico (703)325-0065
TBD........ Training Event................... TBD - sponsored by Washington D.C. chapter
May 1997
18, Minimax..........creveerererennnns “Introduction to Federal Accounting", presented by Greg Fletcher,
KPMG Peat Marwick LLP, 3:15-5:15 p.m. @ Sheraton National
13.........c.. Awards Dinner.................. @ Sheraton National 5:30 p.m.
TBD........ Training Event................... Cost Accounting seminar, half-day
TBD........ Public Service................... Public Service Recognition Week, contact Ann Collins
(703)604-9630

m
Job Opportunities v v
by Anne Francis '

Grant Thornton LLP, Seeking qualified candidates for its federal government management

_consulting practice who have 3 or more years experience in: JEMIP Systems requirements,

ABC/ABM, Budget Execution and Funds Control, SGL, A/P and A/R, Mgmt Controls, Financial

Mgmt Systems, Federal Acctg Business Processes, or commercial off-the-shelf acctg-packages.

Degree is required, professional certification a plus. Call (703) 847-7500 for more info.

Securities & FExchange Commission, Position: Staff Accountant, G8-0510-12/18, Closing date:

3/19/97, Announcement No.: DEU-97-48, Contact: Job Hotline, (202) 942-4150. .

Department of Veterans Affairs, Position: Director, Austin Finance Center, Austin, Texas,

ES-505, Closing date: 2/15/97, Contact: Frank Sullivan, (202) 273-5504. The Director is responsible

for managing over 200 employees, a large budget and disbursement of over $4 billion in payments

each year. In addition, the Director is expected to provide a business leadership role in transitioning

the Center to become a totally self sufficient government-wide provider of financial services under its

franchise fund.
e
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