SECTION 4
CHAPTER 2
ACCOUNTABILITY AND REPORTING

The Department places a high priority on improving and promoting accountability and integrity
in the Departmental Audit Follow-Up Program and in achieving GPRA performance goals. To
evaluate the effectiveness of (1) the Audit Follow-Up Program and (2) the Department managers
and program officers in implementing audit recommendations, PFM works in partnership with
bureaus, PMB offices, the OIG, and the GAO to monitor and track activities to ensure the prompt
resolution and implementation of audit recommendations, and to reduce any backlog of
unimplemented audit recommendations. Corrective action plans, periodic reporting, and progress
meetings provide opportunities to monitor the effectiveness of the Audit Follow-Up Program.

Corrective Action Plans

The development of corrective action plans and target implementation dates precedes periodic
reporting; however, it is integral to the Department’s Audit Follow-up Program. Per OMB
Circular A-50, responses indicating agreement on final reports shall include planned corrective
actions and, where appropriate, dates for achieving actions. To facilitate prompt implementation
of recommendations and to reduce slippage, bureaus and offices must make every effort to:

e Provide responses to recommendations that include target implementation dates;

e Ensure that subject matter experts are involved in establishing the target dates;

e Ensure that current and future financial resources are considered and set aside in
establishing those dates;

e Ensure that human resources (headquarters and field-level, if applicable) are assigned
to ensure completion of the required actions; and

e Ensure that quarterly milestones are achieved.

Monthly Audited Financial Statement Status Reports and Audit Recommendation
Implementation Progress

To facilitate the prompt resolution of audited financial statement recommendations and
implementation of other audit recommendations, bureaus/offices are required to provide monthly
status reports on all financial statement material weaknesses and non-compliance issue corrective
actions and open audit recommendations at the end of each calendar month. Information from
these reports is included in PFM’s monthly scorecard reports to senior management.
Bureau/office status reports formats should adhere to the PFM fiscal year guidance regarding
material weaknesses and noncompliance reporting and open audit recommendations.

To prevent/reduce backlogs of unimplemented audit recommendations, to ensure the accuracy of
the Departmental Audit Follow-Up Tracking System, and to achieve the annual GPRA
performance goal for the Audit Follow-Up Program, bureaus and offices are required to provide
detailed status reports on implementation progress for each pending OIG, GAO, and financial
statement audit. Appropriate closure documentation should be forwarded to PFM at the same



time. Where targeted implementation dates for pending audit recommendations have slipped, a
concise statement of the reasons for the slippage and the revised target dates should be included.
Monthly updates must be signed by a bureau/office director or Assistant Director for
Administration, as appropriate (some bureaus have been directed to have this information routed
through their respective Assistant Secretary before submission to PFM). Information from these
reports will also be included in PFM’s monthly scorecard reports to senior management

Bureaus/Offices may be advised that they may report on a quarterly basis if monthly reports are
consistently submitted on time and a green status on achievement is indicated each month.

Quarterly Status Reports

Quarterly Status Reports contain the same information as that provided during the monthly cycle
(status of material weakness, non compliance, and open audit recommendation correction) with
the addition of a summary of audits closed and recommendations implemented during the
reporting period and the disposition of disallowed costs. Appropriate closure documentation
should be forwarded to PFM at the same time. Where targeted implementation dates for pending
audit recommendations have slipped, a concise statement of the reasons for the slippage and the
revised target dates should be included. Quarterly updates must be signed by a bureau/office
director or Assistant Director for Administration, as appropriate (some bureaus have been
directed to have this information routed through their respective Assistant Secretary before
submission to PFM). Information from these reports will also be included in PFM’s quarterly
scorecard reports to senior management.

Note: Bureaus/offices are not confined to providing notice of implementation of audit
reports/recommendations via monthly reports; bureaus are encouraged to notify PFM of
implementation along with the submission of appropriate documentation throughout the year.
PFM provides their decision on the closure of OIG recommendations/audits to the appropriate
bureaus/offices and the OIG.

Mid-Year and Year-End Progress Meetings

Bureaus/offices are required to participate in a mid-year and year-end progress meeting with
PFM, PMB, and OIG; these meetings are usually held in May and September, respectively. The
purpose of the meetings is to review program status and discuss and resolve other pertinent audit
follow-up issues. Additional progress meetings will be scheduled as necessary by PFM. A
senior management official with the authority to make decisions regarding policy issues that
affect audit recommendations should be in attendance. It is recommended that individuals
designated with the responsibility to correct material weaknesses/noncompliance issues attend
these meetings.

Internal Control and Audit Follow-Up Council Meetings (Senior Management Council)

If issues arise at the mid-year progress meetings that cannot be resolved during the meetings,
PFM determines whether these issues should be elevated to the ICAF Council for final decision.



If it is determined that audit issues need to be elevated to the Assistant Secretary — PMB and the
ICAF Council, PFM will prepare a list of the issues for which agreement/resolution could not be
achieved at the mid-year and year-end issue resolution meetings and will schedule the ICAF
Council meeting.

Annual Performance and Accountability Report

One of the purposes of the Chief Financial Officers (CFO) Act of 1990 is to ensure the
production of reliable and timely financial information for use in the management and evaluation
of federal programs. The Government Management Reform Act (GMRA) of 1994 furthered the
objectives of the CFO Act by requiring all federal agencies to prepare and publish annual
financial reports.

The GMRA also authorized the OMB to implement a pilot program to streamline and consolidate
certain statutory financial management and performance reports into a single, annual
accountability report.

The objective of the Annual Performance and Accountability Report (PAR) is to provide
complete and concise financial and performance information concerning the effectiveness of the
Department in achieving its financial program objectives. The information previously reported in
the Secretary’s FMFIA Annual Report, the Secretary’s Semi-Annual Report on Audit Follow-Up,
the CFO Act Annual Report, and Civil Monetary Penalties and Prompt Payment Act Reports are
condensed into the Accountability Report. A component of the PAR is a compliance section that
discusses the ICAF and provides performance data and statistics regarding the effectiveness of
bureaus and offices in meeting the requirements of pertinent laws and regulations pertaining to
the ICAF and Audit Follow-Up Programs.

The PAR also includes key performance measurement data in accordance with the Government
Performance and Results Act (GPRA). The GPRA requires that all federal agencies: (1) Define
long-term goals; (2) Set specific annual performance targets; and (3) Annually report actual
performance compared to targets. In accordance with the GPRA, the Department has established
an objective to resolve audit findings in a timely manner. The PAR now includes both the
Appendix A as of June 30 assurance statement, as well as the FMFIA required September 30
assurance statement.

Tools such as the monthly and quarterly updates, the issue resolution meetings, ICAF Council
meetings, the PAR, as well as the departmental audit follow-up tracking system, provide tools to
measure the Department’s effectiveness in meeting the GPRA goals for the Audit Follow-Up
Program.

Time Frames for Audit Responses

The appropriate response times for OIG, GAO and other audits are:

Draft Reports Final Reports



OIG Reports 30 to 45 calendar days for draft reports 30 calendar days
Financial Statement Audits 14 calendar days 30 calendar days
GAO Reports 7-30 calendar days (as directed by GAO) 60 calendar days
External Audits N/A 90 calendar days



