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he most important financial report in history of the

United States government wasissued on March 31,

1998. For the first time, the federal government
prepared and formally issued consolidated financia state-
ments in accordance with the Statements of Federal Finan-
cia Accounting Standards. Material intragovernmental
transactions were eliminated in consolidation for the year
ended September 30, 1997 with exceptions reported in a
note to the statements.

epresenting the culmination of an effort begun

many years ago and strongly supported by former

U.S. Compitroller Genera CharlesA. Bowsher, the
Consolidated Financial Statements of the United States
(CFSUS) demonstrate the government’ s dedication to full
and complete accountability within the context of profes-
siona standards of financial management, reporting and
auditing. US Treasury Secretary Robert E. Rubin stated
that further improvements are clearly necessary” recogniz-
ing that much additiona work will be needed to perfect the
government’s financial systems, controls and reporting
mechanisms covering “its myriad activities.”
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mong many reformsin financial management leg-

islated by Congress during recent years are

requirementsfor the preparation and audit of indi-
vidud financial statements of the government’s 24 largest
departments and agencies plus the annual submission of
consolidated financial statements. Rubin’s message trans-
mitting report enumerated the many efforts still in process
toimprovefederal financia management and reporting con-
cluding. *

he report issued contains, in addition to narrative

and graphic management comments and GAO'’s

report, three consolidated financial statements. a
Baance Sheet, Statement of Net Cost and Statement of
Changes in Net Position. These are accompanied by 17
notes to the consolidated financial statements.

he full report was downloaded from the Internet,
printed and distributed to al participantsin the XII
International Conference on New Developmentsin
Governmental Financial Management in Miami on the day
itwasissued. It may besimilarly downloaded in PDFformat
from websites of the Treasury Department
and GAO

-- Jim Wesberry
Cassals & Associates
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he March 1998 issue of the
ICGFM newsletter, Govern-
ment Financial Management
World, contained an article on

The article was written by one of our
fore founders, Jim Wesberry and
was a close reprint of an article
published in the April 1987 ICGFM
Newsletter. 1 would like to expand
on that article and give you some
more details on the structure and
operations of our Consortium.
Hopefully, 1 can help you, our
members, more fully understand our
organization and stimulate in-
creased participation by our mem-
bership in the Consortium.

he seeds of the Consortium

were sown in the fall of 1977

when representatives from sev-
eral professional societies/associa-
tions gathered to discuss how they and
their professional associations might
initiate an international effort to
enhance financial management in
governments around the world. The
outgrowth of that first meeting was
the organization now known as the

Government Financial Management World

he representatives through their
thoughtful deliberations out-
lined some 20 objectives they
felt the ICGFM should pursue in the
public, financial management com-

munity. They reduced these
objectives to writing and used
action words to describe the

challenges the ICGFM should
pursue. They used such terms as

7 The
representatives suggested that the
Consortium implement and accom-
plish these objectives through
periodic meetings, conferences,
newsletters and research programs.

n December 1979, formal Bylaws

and Policies were drafted and

approved by the Board of Direc-
tors of the ICGFM. The Bylaws
included key provisions for member-
ship, governance, dues, meetings,
composition of a board of directors
and committees. The Bylaws have not
changed since December 1979. For-
mal Policies (Standing Operating
Procedures) were also established to
expand upon certain provisions of
the Bylaws. For example, member-
ship was further defined to include
different classes of members. Group
members were to include professional
organizations, government institu-
tions/ministries, educational institu-
tions, and private organizations. The
policies also outlined the require-
ments for individual members. An-
nual dues were established for each
membership class and a Secretary
General was to be appointed to handle
the affairs of the ICGFM. A
Secretariat was to be appointed to
document the affairs of the Consor-
tium. These policies have not changed
since 1979.

his is how we began, how we

operate and who we are today.

We are a grass roots organiza-

tion trying to improve financial

management in the public sector
around the world.

(Continued on Page 3)
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EXECUTIVEPROFKFILE

DR. CORNELIUS E. TIERNEY
George Washington University

C ornelius E. Tierney, amember
of the ICGFM’s Board of Di-
rector, isacertified public ac-
countant, general partner, and for al-
most 25 years, the Chairman and Na-
tional Director of Ernst & Young's(for-
merly Arthur Young's) government
practice, since August 1998 he has
been a full-time professor at George
Washington University. In September
1996, Professor Tierney was also re-
guested to establish and be the initia
director of GWU's Center for Public
Financial Management.

or the decade of the 1960s, he
Fwas an Assistant Director of
Auditing and an Assistant Di-
rector of Accounting (serving with the
U.S. Genera Accounting Office, later

the Office of Economic Opportunity
and then the Civil Aeronautics Board).

rofessor Tierney chaired thetask
Pforce that drafted the AICPA’s
guide to the accounting profes-

sion for implementing the Single Audit
Act of 1984. He also chaired the As-
sociation of Government Accountant’s
and the AICPA’s task forces. He was
aprincipal author of reports that were
essentialy codified by Congress asthe
Chief Financia Officers Act of 1990.
Professor Tierney was an original
member and served to 1997, the maxi-
mum term of six years on the Federa
Accounting Standards Advisory Board,
having been appointed by the Secre-
tary of the Treasury, Director of the
Office of Management and Budget and
the Comptroller General of the United
States. In 1996, he was appointed by
the Comptroller General to afour-year

term on the Government Auditing Stan-
dards Advisory Council.

eral government and academia, he

has done extensive work with city
and county governments. He led a
three-year study regarded as the larg-
est study ever made of city and county
financial statements. The study was
instrumental in setting generally ac-
cepted accounting principles for state
and local governments. Although his
books and other publications are too
numerous to mention, it is noted that
three books that he co-authored cover
state and local financial management.
They are: Governmental Accounting
Procedures and Practices (1983); Gov-
ernmental Accounting Procedures and
Practices (1985); and Financial Report-
ing for American Cities and Counties
(1986).

I n addition to his work in the fed-

rofessor Tierney holds aBA in
Accounting and Finance, an
MBA, and aDBA. Hehasbeen

aCPA since 1964 and a Certified Gov-
ernment Financial Manager since 1995.

e has chaired many national

H committees and task forces
including the Education and
Research Foundation and the National
Headquarters Building Fund for AGA
and has contributed to numerous Com-

mittees and task forces of the AICPA.

-- Virginia Robinson
Consultant

The President’s Message
(Continued from Page 2)

s | have mentioned before, we
Ahave established a Strategic

Planning Committee which is
reviewing our Bylaws and Policies,
established over 20 years ago. They
are polling our membership, offic-
ers and directors and other inter-
ested parties with the goal of mak-
ing recommendations to improve or
fine-tune our operations, our Bylaws
and our operating Policies. They will
probably recommend some changes,
but | don’t see anything drastic at this
time. If you have some ideas or want
to be heard, please contact Linda
Weeks, Virginia Robinson, or Audrey
Dysland. They are seeking your in-
put.

depth background on the Con-

sortium, stimulates some think-
ing on your part and encourages
you to become more involved in our
efforts to improve public financial
management around the world.

I hope this gives you a more in-

-- Jim Durnil, ICGFM President
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recently had the opportunity

to ingpect the file servers

which store the business and
economic information for a client.
Technology is aways an entranc-
ing, if elusive, force. | descended
into the lowest level of the
building into an area which could
havebeenit used asan underground
bunker, but was actually the old
computer room. This room once
held severa multi-million dollar
mainframes and all the supporting
equipment--tape drives, printers
and disk drives. The mainframes
were gone and had been replaced
by rows of cabinets which housed
about twenty file servers. Unlike
mainframes, each file server could
easlly be moved by one person. |
was told that these file servers
were the most modern and
powerful computing platforms
available for the new paradigm in
managing business and economic
data--client/server systems. The
manifest observation is that sev-
erd large meta boxes were
replaced with many small meta
boxes at considerably less cost.
There will certainly be some
organizations which will simply
replace large boxes with small
ones without realizing the sub-
stantial  benefits available from
client/server systems. The pur-
pose of this article is to explain
some of these benefits for both the
public and private sectors.

Government Financial Management World

wo decades ago, the

dudity consderedinorganiz-

ing €l ectronic dataprocessing
(EDP) support wascentralized versus
distributed processing. Typically,
centralized processing minimized di-
rect and overhead costs. The
opposing view wasthat the opportu-
nity costsassociated withtheinability
to respond quickly to changing
circumstancesoutweighedtheeasily
identified cost savingsassociated with
centralized EDPsupport. Likemany
dialoguesinthebus nesscommunity,
thisonewasresolvedwiththepassage
of time and new technology. The
persona computer (PC) isnow the
essentid tool for nearly dl whitecollar,
and many bluecollar, workers. What
made the PC possble was an
inexpensive central processing unit,
operating system, application soft-
wareandinput/output devices. Like
all markets, themarket for computing
was driven by economics. Because
the cost of storing, retrieving and
mani pul ating datadeclined substan-
tidly, individua scould obtain control
of computing resourcesand minimize
opportunity costs.

he most easily understood
opportunity cost is a lost
sale. Equalizing the costs of
holding inventory (storage, financ-
ing, insurance, etc.) and the cost of
losing asdeisthe basis of virtualy
al inventory management models.

September 1998

Implementing these models be-
came feasible with the introduction
of third generation computers(mid-
1960s), but only the largest,
wealthiest and most sophisticated
organizations could take advantage
of inventory management. Now,
anyone with a PC, even a smal
convenience store, can implement
automated inventory management.
Another form of the lost sae
stuation arises from the inability
of a customer or clerk to locate a
desired product. Perpetua inventory
recordsarereadily accessbleand can
assist the sales personinlocating or
back ordering the desired item. For
more than one user, a centralized
electronic set of information is
essential, and that is what a client/
server system can provide at alow
cost. This type of application can
benefit both the government sector
and the private sector. In the
government sector, it resultsinthefast
and efficient retrieval of needed
documentsfor operations, research
or distributiontothepublic.

eforethepopularity of client/

server systems, mainframes

were the the central reposi-
tory of multi-user electronic infor-
mation. Most organizations basic
data requirements involve the
management of information (stor-
age, retrieval, manipulation and
printing) withamodest requirement
for computation. Comparatively few

(Continued on Page 8)
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The International Consortium on Governmental Financial Management
MEMBERSHIP APPLICATION

Complete the application and return to: International Consortium on Governmental Financial
Management (ICGFM), P.O. Box 8665, Silver Spring, MD 20907-USA, Tel: (301) 681-3836, Fax: (301)
681-8620.

Enclosed are annua dues for calendar year(s) 19 (indicate following years if applying after
August) for membership indicated below. Membership entitles you to the Consortium Newdletter and the
annual Public Fund Digest subscription (English language).

OrganizationName

ResponsibleIndividual Name

Title

Mailing Address

City Province/State
Country Postal Code/Zip
Telephone CableE-Mail Address

Fax

Type of membership and dues** (check one only)

[1Magjor Professional Organization . ... .... US$800 [INational Organization .............. US $130
Cllnternational Organization ............ US$130 O Governmental Organization Unit . . . . .. US $130
OPrivate Organizationor Firm .... . .... US$130 O Educationa Institution .............. US$65
Individual ......................... US$20
*** Qptional
OOrganization . ........coovvvvnnnn.. US$1,000 Olndividua ........................ US $50

Authorized Signature

Name and Title (if different from above)

Organizations may optionally attach names and mailing addresses of up to four additional persons
designated to receive Consortium mailings in the official language (English). Addresses and title should be
concise.

** A gpecial discount is offered to devel oping countries and regional groups of countriesto encourage
their participation. Their dues are as follows. Maor Professional Organization, US $400; National
Organization, US $30; Government Organization, US $30; Private Organization or Firm, US $30;
Educational Ingtitution, US $15; Individual, US $20; and Regional Country Group, US $30 per countr
member. This discount is available to all countries other than Australia, Brazil, Canada, China, Egypt, all
European countries, India, Indonesia, Iran, Iraqg, |sragl, Japan, Jordan, Kuwait, Libya, Mexico, New Zealand,
Nigeria,elOman, Saudi Arabia, Scandinavia, United Arab Emirates, United Kingdom, USA, Russia, and
Venezuela*

***(Optional membership (instead of or in addition to regular dues rates) for the support of
Consortium programs and publications.
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n December 1997, the Hungar-

ian Parliament overwhelm-

ingly elected Dr. Arpad Kovacs
as President of the State Audit Of-
fice. Dr. Kovacs received his Doc-
torate Degree from the Budapest
Technical University in 1979. Hehas
served in a number of important
Government posts and is no stranger
to the State Audit Office, having
served as a Director in the Office
from 1990 until October 1996. On
October 25, 1996, Dr. Kovacs was
named as President of the Board of
Directors of the Hungarian
Privatization and State Holding
Company and served in this capac-
ity until elected President of the State
Audit Office.

r. Kovacs is a contributor
to a number of profes-
sional journals, having
written articlesin publicationsof the
as
well asin periodicalsof research cen-
ters and scientific ingtitutions of the
United Statesand United Kingdom. He
isregularly invitedtolecturea the Hun-
garian University of Economics and
other indtitutionsof higher education, as
well asinternationd forumsof tradein-
ditutionsdedingwith privetization. Dr.
Kovacs was awarded the Officer's
Cross of the Honor of the Republic
of Hungary in 1996.

Government Financial Management World

Page 7

Hungarian State Audit Office President Hosts Auditor General from Republic of
Croatia -- Left to Right: James R. Bonnell, USAID Regional Inspector General;
Ms. Sima Krasic, Auditor General of Croatia; and Dr. Arpad Kovacs, President,

Hungarian State Audit Office.

hortly after assuming hisposi-

tion aspresident, Dr. Kovacs

hosted the Auditor General
fromthe Republic of Latvia, Mr. Raits
Cerngjs, and somesenior LatviaState
Audit Officeofficidstoexplanhowthe
Hungarian State Audit Officeisorga-
nized and functions, and he shared his
auditing experiences. In February
1998, Mr. Kovacshosted adelegation
from the Republic of Croatia State
Audit Office, including Ms. Sima
Krasic, Auditor General.

fter spending a day in
Budapest meeting with key
Hungarian State Audit of-
ficids, the Croatian delegation trav-
eled about one-half hour outside of
Budapest to Velence, thesite of the

State Audit Office sEducation Inditute.
The Croatian delegation was briefed
thereon the State Audit Office strain-
ing programand givenatour of thiswell-
equipped and very moderntraining fa-
cility. Thefacility hasover 30 roomsto
house participants, each equipped with
all themodern conveniences. Inaddi-
tion, thetraining center has equipped
conference/training rooms-- onewhich
can handle 80 participants, onewith a
capacity of 30, and threewith acapacity
of 12 participants. Most impressiveis
that thefadility hasacomputerized train-
ing hal (eight computers) and interpre-
tation equipment suitablefor trandation
infour languages smultaneoudy. The
Hungarian State Audit Office has
hosted severd internationa conferences
a thisfacility.

(Continued on Page 8)
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Elected Hungarian State Audit Office President

(Continued from Page 7)

heHungarian State Audit Of -
fice provideseach new em-

ployee aone-week orienta-
tion program and requiresall its staff
to have 15 daysof training each year.
Training consstsof twoto four days
of specialized training rel ated to par-
ticular audit subjects and computer
training courses.

-- James R. Bonnell, USAID
Regional Inspector General
Budapest, Hungary

Croatian Audit Office Delegation Being Briefed on Hungarian State Audit
Office Training Facility in Velence, Hungary. L-R: Mr. Josip Colic, In-
ternational Relations Principal; Ms. Sima Krasic, Auditor General, and

Mr. Hrvoje Director.

The NewParadim for ManagngBsiness and
Govermment Data: Client/Server Systans

(Continued from Page 4)

organizations have a need for
computation which would requirea
mainframe. For many organizations,
PCs provide most of the computa-
tional resources. The typica file
server for aclient/server application
might range in cost from $5,000 to
$50,000. The typica range in
softwarecost (operating system, data
base management system and devel -
opment system) is $2,000 to
$300,000. Even for the smallest
multi-user environment, costisnot a
barrier. Evenatthehighend, thetota
cost of a client/server system
excluding manpower would be less
than $500,000. For a single appli-

cation, incremental costs would
then be upgrades to file servers,
such as additional storage, or an
additional file server, both of
which are small in comparison to
the initial outlay. Particularly cost
effective are off-the-shelf applica-
tions which require minimal man-
power to implement.

ainframes are not dead,
but the demand for them
isflat. One of the mgor

reasons the demand for main-
framesisflat is the proliferation of
client/server systems. Client/
server systems provide effective

means for managing large data
bases without the wasteful duplica-
tion of computational resources.
The library of the off-the-shelf
client/server applications is enor-
mous and continues to grow. With
an effective and efficient informa-
tion technology infrastructure, cli-
ent/server systems provide unprec-
edented flexibility in the manage-
ment of multi-user data economi-
caly.

-- Richard H. Ronneberg
Senior Audit Principal, IMF

Mr. Ronneberg completed the Sloan Man-
agement Program, earning an MS in Man-
agement. He holds an MA in Account-
ing, and isa CPA, CIA, and CISA.
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or the first time the Supreme

Audit Institution of the United

States, The General Accounting
Office (GAO) has peformed an
independent audit of the consolidated
financial statements of the federa
government and reported its findings to
Congress. Acting Comptroller General
of the United States James F. Hinchman
summarized conclusions in a letter
transmitting the audit report to Senate
and House of Representatives leaders
dated March 31, 1998.

e stated that “ significant finan-

cia systemsweaknesses, prob-

lems with fundamental record-
keeping, incomplete documentation,
and wesk internal controls, prevent the
government from accurately reporting a
large portion of its assets, liabilitiesand
costs...”

fter enumerating 10 broad

areas  of deficiencies,

Hinchman concluded, “These
deficiencies prevented us from being
ableto form an opinion on thereliability
of the consolidated financia state-
ments.” Thus, GAO issued a
“disclaimer of opinion” in accordance
with professional audit terminology
presenting its reasons in detail. GAO
also recognized that financial manage-
ment improvements underway repre-
sent the administration’ s commitment to
eventually gain unqualified audit opin-
ions for all magjor federal agencies and
for the government as a whole.

Government Financial Management World

or many years the United

States government did not re-

quire individual entities to pre-
pare their own financial statements nor
have independent audits made of their
financial condition and results of
operations. Reliance was placed upon
selective audit of revenues, expendi-
tures and specific areas, while financial
reporting primarily focused upon rev-
enues and expenditures and budgetary
compliance. The comprehensive
reforms of recent years at the urging of
GAO and professional organizations
reflect the recognition of the govern-
ment that it must comply with modern
methods of accountability that are
widely accepted in the private sector.

n addition to the 10 maor

deficiency areas, GAO ex-

pressed concern that *“serious
computer control weaknesses expose
the government’s financial information
to inappropriate disclosure, destruction,
modification, or fraud.” It also noted
that “material control weaknesses affect
the government’s tax collection activi-
ties’ but pointed out that severa
agencies that have faced serious
deficiencies for years in their audits
have “made good progress in resolving
them.”

ecause of the enormity of theUS

government in addition to its

own work, GAO relied upon its
review of the quality of auditsby federa
Inspectors general and private auditing
firms. The GAO report recognized that
eight magor agencies had received
unqualified audit opinions for the fiscal
year 1997.

-- Jim Wesberry
Cassals & Associates
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NEWS
RELEASE

Find the ICGFM
Newsletter at our Web Site

he International Consortium on

Governmental Financial Man-
agement (ICGFM) Web sitewill fea-
ture this month’s ICGFM Newsd et-
ter online. Look at  “http://
www.financenet.gov/icgfm.htm”.

1A Welcomes AuditNet to
Web Site Family

he Institute of Internal Auditors

(I1A) ispleased to announce an
agreement with well-known author
Jm Kaplan wherein the I1A will host
the AuditNet Web site at
“www.auditnet.org”. The new
AuditNet Stefeatureslinksto and from
“www.itaudit.org”.

The I1A Announces Launch
of ITAudit.org

he Institute of Internal Auditors

announcesthe creation of anew
Web site geared specifically to the
information technology needs of au-
dit professionals. The ITAudit Web
Site, which is being built and man-
aged by Online Networks, Inc. of
Portland, Oregon, isanindependent Ste
linked to The IIA’s Web site at
“www.theiia.org”. 1TAudit is lo-
cated at “www.itaudit.org”.
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UPCOMING EVENTS

OCTOBER 1-3, 1998
1998 International Accounting Conference
(English) Urbana-Champaign, Illinois, USA
Contact:Andrew D. Bailey, Jr.
E-mail: b-smith@uiuc.edu
Center for International Education and Researchin
Accounting
320 Commerce West Building, Box 109
1206 South Sixth Street
Champaign, IL 61820, USA

OCTOBER 5-7, 1998
Ethics and Fraud Conference
Corporate Governance Conference
(I1A) The Institute of Internal Auditors
(English) Baltimore, Maryland, USA
Contact: Ms. Judy Burke
The Ingtitute of Internal Auditors
Website: http://www.rutgers.edu/Accounting/raw/
iia/conf/mar_conf.htm
Tel: 1-407-830-7600 ext. 249

OCTOBER 8-10, 1998
XIHI International Financial Management Conference
20/20 Vision: The Past 20 and next 20 years of
Governmental Financial Management

(English, Spanish) Arlington, Virginia, USA
Contact: Taryn Costanzo, Events Coordinator

E-mail: forum @casals.com

Tel: 1-703-920-1234

Fax: 1-703-920-5750

Casals & Associates

Cyrstal Park Three, Suite 814

2231 Crystal Drive

Arlington, VA 22202,USA

Pease follow our Internet Web-site at
“http://www.financenet.gov/icfgm.htm”
Also send an e-mail to our Secretary General,
Audrey at: “icgfm@aol.com” -- your name
address will be added to our e-mail list.

OCTOBER 11-16, 1998
VIl OLACEFS General Assembly
(Spanish, English) Caracas, Venezuela
Organization of Supreme Audit Institutions for Latin
America and the Caribbean (OLACEFS)
Open to members and observers by invitation only
Contact: Dr. Armando Guedez Algo
Office of the Comptroller General of the Republic
of Venezuela
E-mail: aguedez@cgr.gov.ve
Fax: 582-508-3604 or 582-571-8402

OCTOBER 26- NOVEMBER 20, 1998
Corruption and Anti-Corruption: Professional Short
Course
(English) Canberra, Australia
Contact: MeeraNair
Professiona Short Course Officer
Nationa Centre for Development Studies
Tel: 61-2-6249-4351
Fax: 61-2-6248-8805 or 6249-5570
The Australian National University
Canberra, ACT 0200, Australia

NOVEMBER 8-13, 1998
XVI INCOSAL: International Congress of Supreme Audit
Institutions (Spanish, English, French, German, Arabic)
Montevideo, Uruguay)
Open to members and observers by invitation only
Contact: Organizing Committee-XV1 INCOSAI

E-mail: tribinc@adinet.com.uy

Tel: 598-2-96-7508

Fax: 598-2-96-75-07

Tribunal de Cuentas

Juan Carlos Gomez 1324

Montevideo, Uruguay

1998 NEWSLETTER

DEADLINES

December Issue -- November 6, 1998

Please send all items to:
Dolores D. Padgett
910 Moorefield Creek Road
Vienna, VA 22180-6244, USA

E-mail to “dolores.padgett@cfomail.fin.irs.gov”
Tel: (202) 622-8991 (daytime)



