too much time on ARRA reporting because we

built on a process and model we already had in
place. The type of reporting is slightly different,
but not difficult.” Those entities without such
pipelines had a tougher time of it and have had
to develop new processes to do the work. Many
federal executives say that up to 25 percent of
their staff’s time went to ARRA tasks initially,
but now the work has dropped back somewhat
as their reporting processes mature and stabilize.
Another reason for the drop in workload has
been that the job of getting the stimulus money
out the door is starting to wind down.

ARRA steady state?

We asked executives whether they thought that
the then-current level of detailed reporting for the
ARRA had become manageable and whether this
will change over the next 12 months. About three
out of five federal executives who responded to
the question said yes, the situation was now more
manageable, as did two out of three state execu-
tives. However, many at both levels of government
were concerned that requirements for reporting
would change over the next 12 months in ways
that will create difficulties and drains on already
strained resources. Such changes include:

* Demands by Congress, OMB and others
for more and different types of reports, both
ad hoc and as permanent additions
to requirements

* More types of data reported in greater
levels of detail

* Shifts in emphasis to tracking the results or
outcomes of ARRA funding, as opposed to
simply showing where and how the money
is spent

* Rules that change frequently, causing data
scrambles and reprogramming. Says a state
executive, “ARRA reporting is a moving

target. There are still changes going on.
Communication is getting better, but infor-
mation is still not clear. The classic tensions
between state and federal governments are
still an issue.”

Another issue: the reporting infrastructure, espe-
cially at the lowest level. “Many of the recipients
of the funds are not equipped to deliver the

type of information that ARRA requires,” says

a federal executive, “but then, the funds were
supposed to stimulate the economy, not require
nonfinancial grant recipients to invest substantial
amounts into the reporting process.” In addi-
tion, several federal executives are of the opinion
that a disproportionate amount of time is being
spent on tracking and reporting funds, instead of
managing ARRA programs.

Of the federal CFOs interviewed who responded
to this question, three out of five said that ARRA
reporting had caused problems for their organi-
zations. Specific problems include:

* Increased workload not matched by
new resources

* Funds control (separating funds)

* Complexity, such as establishing separate
Treasury Account Fund symbols for ARRA
monies or developing new grant accrual meth-
odologies for ARRA grants that have shorter
periods than others

* Reconciliations of reported outlays and
receipts because of different reporting periods
(and different amounts being reported by
groups involved)

* Not enough time and planning in developing
ARRA-related processes and systems.

For state executives, problems include deter-
mining who is in charge of processes at all levels
of government and trying to provide direction to
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state agencies that want it. Workload applies to
state systems, as well, says a state executive: “Grant
reporting systems can’t sustain the speed, job
count and performance information needed.”

On the plus side, ARRA is starting to reveal
opportunities for improving financial reporting of
the use of government funds. As well, it is forcing
siloed offices within federal entities to work
together more closely. Perhaps the most impor-
tant administrative result for the federal financial
community is being jolted out of a complacency
that grew out of several years of success in meeting
requirements of the CFO Act — ARRA shows
there are plenty of challenges yet to be met.

ARRA as permanent new level

We asked federal and state executives whether
the current level of detailed reporting for the
ARRA is likely to become the norm for all future
financial reporting. As shown in Figure 12, 75
percent of federal executives say yes, as do over
80 percent of state executives.

Figure 12:

Opinion of federal executives on whether
current ARRA reporting level will become
the norm for all financial reporting

Indeed, some executives think that ARRA
reporting is the model of the future, with more
detail and more ways to “slice and dice” informa-
tion. Not all are happy about this. One federal
executive said that, if that is going to happen,
then “Shoot me now!” Her boss said, “No, shoot
me first!”

One reason to worry, says another federal
executive, is that “ARRA-style reporting relies
on external parties to provide accurate informa-
tion, but there is no enforcement mechanism
to ensure compliance. Further, says a federal
executive, “Many local ARRA fund recipients are
not equipped to provide the detailed reporting
that would effectively track the spending and
honestly are not even aware whether the funds
they received were ARRA or another source.
Consequently, federal entities in charge of the
funds will be blamed for inaccurate or inad-
equate information.”

Says another federal executive, “The constituents
of ARRA — the states and those who received the
funds — just aren’t going to stand for the detailed
reporting over the long run. Things will become
a bit more detailed, just not as much as now.”
Some observations from executives about what
the future detailed reporting might look like
include that:

* More attention must be given to the integrity
of the financial numbers, which many execu-
tives consider to be inaccurate. Additional
internal controls will need to be built in lower
down the information chain.

e More staff at the federal and state levels
will be needed to collect, analyze and report
the numbers.

* The level of detail and of materiality and the fre-

quency of reporting has to be at reasonable levels.



* Consider using XBRL (eXtensible Business
Reporting Language), an open data standard
for financial reporting

Evaluate before going forward

We asked executives what was the most impor-
tant way to make ARRA reporting more valu-
able. Perhaps the loudest plea we heard about
ARRA reporting was to evaluate what has been
happening during the initial year. First on the
assessment list is finding out what taxpayers want
to know. Over half the federal executives say
“Ask citizens what they want!” Executives want
to find out what information is relevant to citi-
zens, then provide simple, streamlined reports on
that information. Citizens are interested in how
much money is spent, for what and the results,
which means linking funding to programs and
outcomes. Suggestions for improvement for
citizen reporting include:

* Geospatial information that will allow citi-
zens to zoom into regions to see where ARRA
money is being spent and to what effect

* Collective data analysis, where citizens can
access a variety of data in order to help the
government figure out solutions

* Making all reports simple and understandable
for the average person, at least at some levels of
reporting — plain language is important

* Understanding that there is no single citizen

perspective, and that data will have to be
reported such that it can be used to answer
different but related questions.

Because there is so much information that could
be reported, and because it is expensive to do
this, governments must carefully consider the
ROI on improving their reporting infrastruc-
ture and processes, say several executives. There
has to be a balance in costs and benefits, else
governments will either not be giving enough
information to taxpayers, or clogging the com-

munication conduits with too much useless data.

Payoff to the CFO

Several federal executives report that top leaders
are calling on them more and more for informa-
tion and assistance because of ARRA oversight.
This is giving some CFOs a better seat at the
table of government decision making, and it
makes sense. ARRA is — or at least appears to

be — a more fact-driven form of public admin-
istration. “If we set our minds to it, CFOs can
create a much more comprehensive story that
links budget, costs and outcomes to help citizens
really see how programs are performing,” says a
federal executive. That is a story that all govern-
ments need to tell, and public sector CFOs have
the facts for it.

35
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Conclusions

The 2010 AGA CFO survey is really three surveys:

1) inperson interviews with federal and state CFOs
and other financial executives; 2) an online poll of
AGA and NASACT members and 3) discussion groups
of government CFOs. Together, this research provides
a comprehensive look at financial management at the
federal and state level. Throughout the surveys and
discussions, certain themes arose, which we address
now as conclusions of the overall study.

Financial reporting

Formal financial statement reporting and
auditing standards and guidelines need to be
more appropriate to the public sector and not
mostly variations on commercial sector require-
ments. The public sector really is different, and
it desperately needs better financial reporting 7o
the right target groups. Government CFO budgets
cannot afford both to provide true transpar-
ency and continue the current audit readiness
and audit cycles related to financial statements
reports. Biennial, abridged and other-than-

full audits would be a great resource saver.
Streamlining the audit process and focusing on
high value would save even more. Simply put,
the government financial management com-
munity has to start producing in a cost effective
manner the information that will be valued most
by legislators, public sector executives and man-
agers, and citizens.

Multisector workforce

Our interviewers report that most of the execu-
tives they met with did not fully understand
the concept of a multisector workforce. True,
the interviewees could discuss at length many
of the components of such a workforce, but the

majority did not have a comprehensive overview
of the whole area of human capital. This includes
hiring, insourcing, training, contracting and
retirement issues — and also strategy, succession
planning, compensation, performance evaluation
and all the other things that go into a holistic
approach to the single most valuable asset of gov-
ernment: its personnel.

ARRA reporting

Government financial leaders and central finan-
cial entities will do well to pay close attention to
how ARRA is changing how the public sector
reports on financial and performance informa-
tion. With its increased transparency, open access
to data and near real-time demand for relevant
information, ARRA is the wave of the future.

Hitting the target

It is imperative that CFOs and their organiza-
tions increase the ROI of their operations.

This includes both sides of the ROI equation:
skrinking the footprint of financial organiza-
tions and processes and producing higher value
information support to non-financial executives
and managers. Central financial entities need to
take the lead in improvements, but not simply
by issuing edicts and demanding compliance.
Instead, they should consider sponsoring more
pilot projects and demonstrations among gov-
ernment entities, become more active in devel-
oping GOTS and other public sector financial
software and test different options of centralized
services.

Finally, an online survey respondent says,
“Communicate, communicate, communicate

— both what we as financial managers are doing
and why. Although financial hard times will pass,
we will never return to ‘government as usual.’
Hopefully, the lessons we learn through these
hard times will make us better, yet different.”
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Additional Information

If you would like more copies of this
survey or an opportunity to hear more
about its content and the challenges
facing the federal CFO community, please
contact the Association of Government
Accountants at the address below:

Association of Government Accountants
2208 Mount Vernon Avenue

Alexandria, VA 22301

Telephone: (703) 684-6931; (800) AGA-7211
Web Site: www.agacgfm.org

E-Mail: agamembers@agacgfm.org
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