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Overview

Overview

* Sirategic Planning Frameworks
* GAO's High Risk List for 2003
s Government Transformation

» Accountability Profession and Corporate
Governance

» Key National Performance Indicators
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GAO’s Work for the Congress

Selected Topics

Food Safety
Ferformance-Based Budgeting
Military Transfomrmation
school Vouchers
Hestructursd Energy Markets
Secunties Regulation
Election Refom

Information Security

FEBI Reorganization

Mursing Homes

Space Station

Homeland Security
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Private Pensions
Social Secunty
Frescnption Drugs
Aviation Safety
Weltare Reform
Army Headiness
Water Cluality
Muclear Waste
Export Controls
Tax Administration
Drug Control
Fostal Transformation

Caorporate Governance and
Auditing Failures
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INTOSAI

The International Organization of Supreme Audit Institutions

Draft Strategic Plan 2004 to 2009
Mutual Experlence Benefits All

Mission
IMT QSAl 5 an autonomous, independent, professional, and norepalitical organization estahblished to provide
rutuzl support, foster the exchanoe of ideas, knowledge, and experiences, act a5 a recognized voice of SAls
within the international cormmunity, and promote continuous improvement amongst & diverse range of member
supreme audit institutions (SAL=).

Vision
P romote good govemment by enabling S& =10 helptheir respedive govemnments improve perdormance, enhance
transparency, ensure accourtability, maintain credikility, ight corrugtion, and foster the effident and effedive receipt
and use of public resources for the beneft of their citizens

Strategic Goals

Promote strong, independent, Build the capakilties and E ncourage S8 cooperation,
and multidisciplinary S4 s by profezsional capacties of 54| . collaborstion, and cortinuous
(171 encouradng SAl=to lead by through training, technical improvetm ent through knowlecdye

example azzigtance, and other sharing, lnzluc.ﬂlng ben.chrnarkmg,
[ 27 cantributing to the development activties. hest pradice sudies and
development and adoption of research on issues of mutual
appropriste and effective interes andd concem.
professional gandards.

Core Values
Independence Incluskeness Integrity  Professionalism Cooperation Credibility [hnowation
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GAO High-Risk Program

GAO High-Risk Program

e Started in 1990 with focus on fraud, waste,
abuse, and mismanagement

* Evolved to include major economy, efficiency,
effectiveness, and transformation challenges

* Updates issued at the start of each new
Congress
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Identifying High Risk in
Government Programs

Risk is seriously
detrimental to

Healthror safety

Service delivery

Mational security
Mational defense
Economic growth
Frivacy or citizens' rights

Risk could result in

significantly-impaired senvice or program failure

Significantly reduced effectivensss or reduced
efficiency

[mjury or loss of life
Unreliable decision-making data
Reduced confidence in government

Unauthorized disclosure, manipulation or
misuse of sensitive information

Cuantitative threshold: £1 hillion in assets or revenues must be at risk.
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Areas Removed from
GAO's High-Risk List, 1990 to 2003

Year ceslgnated
Area highrisk Year removed

Fansion Banafit Guaranty Corporation 1940 1045
State Department Management of Owverseas Beal Froperty 1990 1995
Federal Trangit Administration Grant Management 18490 1995
Bank Insurance Fund 1991 1995
Resolution Trust Corporation 1990 1945
Customs Sservice Financial anagement 1991 1999
The ¥ear 2000 Computing Challenge 1947 2001
The 2000 Cansus 1097 2001
Superfund Program 1940 2001
Farm Loan Programs 1940 2001
Mational Weather Service Modernization 1995 2001
Supplemental Security Income 1997 2003
Asset Forfeiture Programs 1940 2003

SoUnCe; G,
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GAO’S High-Rlsk Arecas Year Deslgnated High Risk

ng h-Risk Addressing Challenges in Broad-based Transiomations

. Protecting Information Systems Supporting the Fedeml Government and The
List Mation's Critical Infrastructunes
Strategic Human Capital anagement
.= Postal Sanrice Trnsformation Efferts and Long-Tamn Cutlook
Implkementing and TRnsferming the New Depatment of Homeknd Security
eckemizing Feckml Disability ProgmRms
Federal Raal Property
Ensuring Mapor Technokogy imvesimends im prove Services
FAA Air Traffic Contrel Modemzation
IRE Business Systems Medemization
DD Systams Modarnzation
Providing Basic Fnancial Accountability
D20 Financizl Wanaoement
IR= Financial Management
Forest Sanrice Financial Management
FAA Financial Manacerment
Reducing Inordinale Program Management Rislks
hledicare Program
Collection of Unpaid Taxes
DO Imventcery Manacement
Stuckent Financizal Al Progmnmns
HLUD Single-Famity Merfgage Insurance and Bental Assistance P rograms
Earned Income Credit Moncompliance
LoD Suppert Infrastructuce Managemeant
Medicaid Precram
Managing Lange Procurem ent Operations More Efficiently
DOD Wieapon Systems Acquisition
Department of Enenyy Contract Managemeant
MASS Contract Managernant
LoD Contract Management

Addiioral autonzing legdaionis likely tobe equired as one derment of addressirg His highe sk ansa,
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Composition of Federal Spending By Budget Function

Composition of Federal Spending
By Budget Function
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Composition of Spending as a Share of GDP
Under Baseline Extended {Assuming Discretionary Spending Grows
with Inflation through 2013 and the 2001 Tax Cuts Do Sunset)

40 Percent of GDP

30 Revenue

20

[ ] WatInterest [ ] medicare & Medicaid
B cocial Security [ ] Al other spending

fote: Assumes 2 2001 X cus sureetas schedded, dscretioan spanding grows wit indafon through 201 3and GDP
tireater, and curently scheduled Social e unty beredts 3 e paid infll foughoutthe simusion peiod.
Bounce: GACs Mach 2005 aralpsis.
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Composition of Spending as a Share of GDP
Assuming Discretionary Spending Grows with GDP after 2003 and the
2001 Tax Cuts Do Sunset
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Composition of Spending as a Share of GDP
Assuming Discretionary Spending Grows with GDP After 2003,
the 2001 Tax Cuts Do Not Sunset, and Social Security Benefits

Payable After 2041
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Sounce: GAO s March 2003 analysis.
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Composition of Spending as a Share of GDP
Assuming Discretionary Spending Grows with GDP After 2003 and
the 2001 Tax Cuts Do Not Sunset

Percent of GDP
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Mote: Assumes cumantly scheduled Social Secunty benetfits are paid in full throughout the simuktion pericd.
Source: GAD'S March 2003 analysis.
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Transformation

An act, process, or instance of
change in structure appearance,
or character

A conversion, revolution,
makeover, alteration, or
renovation
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Transformation is about creating
the future rather than perfecting
the past. Effective human capital
strategy Is key to any successful
transformation effort.
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The Case of Change

The Case of Change

* Governmentis on a “burning platform,” and the
status quo way of doing business is unacceptable
for a variety of reasons, including:

Rising public expectations for demonstrable results and
enhanced responsiveness

Selected rends and challenges having no boundaries
Past fiscal rends and significant long-range challenges

Additional resource demands due to recent terrorism
events in the United States

Government performancefaccountability and high risk
challenges, including the ladk of effective human capital
strategies
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Modern, effective, and credible
human capital strategies are a
critical element to any major
transformation effort.
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Transformation: A New Model for Government Organizations

Transformation: A New Model for
Government Organizations

Government organizations will need to:

* Become less hierarchical, process-oriented, stovepiped,
and inwardly focused.

* Become more partnership-based, results-oriented,
integrated, and externally focused.

+ Achieve a better balance between results, customer,
and employee focus.

*+ Work better with other governmental organizations, non-
governmental organizations, and the private sector, both
domestically and internationally, to achieve results.
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Transformation has Different
Dimensions

DHS U. S. Postal Service IRS DOE

Human Capital Strategy
Financial Management
Information Technology
Sourcing Strategy
Disability Programs

Real Property Management

Mlote: All of the above are on GAC'z High Rizsk List te one
extent or the other.

https://www.gao.gov/cg/2003/agachicago/img19.htmli[11/20/2019 2:54:25 PM]


https://www.gao.gov/cg/2003/agachicago/text19.html

Slide 21

Transformation Challenges
To Improve Corporate Governance

+ The collapse of Enron, Arfiur Andersen and other recent events in the private
sector have seryed to increase the visibility of and concerns relating to a range
of Izsles, including:

+ The effectivensszs of current regulatory, oversight, and enforcement
activitizs
The adequacy of the current accounting and reporting model
The Independence and effectivensss of auditors

The adeguacy of existing pension rules
Ihe pature and reasonablensss of executive compensation

The roles of other key players (e.g., management, boards, analysts,
attorneys, investment advisors)

The appropriateness of current corporate governance struciures

+ Definitive actions are needed by a range of parties to address legitimate
concerns, better protect the public interest, and restore investor confidence
(e.q., Congress, stock exchanges, management, boards, CPAS)

+ Government has both the need and the opportunity to lead by example in some
important areas
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Key Concepts in the Accountability Profession

Key Concepts in the
Accountability Profession

Public vs: personal interests

Recognizing the difference between the floor (e.q.,
Law, Accounting Standards) and the ceiling (e.g.,
principles, values)

- Doing what is right vs. what is acceptable
Economic substance vs. legal form

Being concerned with both fact and appearance {e.g.,
independence)

Using judgment vs. completing checklists

Recognizing that continuing improvement in today’'s
rapidly changing world is essential

Trustis hard to earn, but easy to lose
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Selected Government Accountability

Issues
Leading by Example

* Definition of success in financial management
+ Clean opinion on financial statements
+ No major control weaknesses
+ No major campliance issues
+ Systems that produce timely, accurate, and useful
financial and management information
* Scope of audit
+ Internal controls {current)
+ Compliance matters (current)
+ Performance and projection information (future)

+ Additional issues
+ FASAB restructuring
+ Accelerated financial reporting
+ Audit/financial management committees
+ Auditor independence

https://www.gao.gov/cg/2003/agachicago/img22.htmli[11/20/2019 2:54:30 PM]
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Independence: The Yellow Book

Independence: The Yellow Book

The focus of the changes to the auditor
Independence standard is to better serve
the and to maintain a
high degree of integrity, and
for audits of government

entities.
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New Independence Standards

* Key Principles

+ Auditors should not perform management
functions or make management decisions

+ Auditors should not audit their own work or provide
non-audit services if such services are material to
the subject matter of the audit

*+ Safeguards
+ Personnel
+ Audit scope
+ Documentation
+ Quality assurance
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Key National Indicators for Assessing
the Nation’s Position and Progress

« Broad agreement that key national
iIndicators take a comprehensive view of the
nation’'s position and progress.

+ Portfolios of indicators should encompass
significant aspects of the economy, society,
and the environment.
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There is a long history of efforts throughout the world by
leading democracies to develop and sustain indicator
systems.

Developing a U.S. indicator system requires applying
lessons from these efforts, drawing upon rich arrays of
available data and developing approaches to the
nation’s unique challenges.

A United States system must be flexible and evolve to
respond to societal change and incorporate diverse
perspectives.

GAO is working both internally and with others to
fashion useful portfolios of national indicators.
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