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SUBJECT:  Audit Report - House Experiencing Problems With The Implementation
Of The Core Federal Financial System (Report No. 96-CAO-02)

This is our final report on the House’s implementation of the Federal Financial System (FFS).
The objective of this audit was to review and assess the House's FFS Implementation Project.
We limited the scope of our review to implementation tasks outlined in the resolution passed by
the Committee on House Oversight on August 3, 1995. In addition, our review was limited to
the project management performed by the House's FFS Implementation Team. In this report, we
identify problems associated with the implementation of the FFS system and make
recommendations for corrective actions.

In response to our January 30, 1996 draft report, your office generally concurred with our
findings and recommendations. The formal management response provided by your office is
incorporated in this final report and included in its entirety as an appendix. The corrective
actions taken and planned by your office are appropriate and, when fully implemented, should
adequately respond to the recommendations. Further, the milestone dates provided for
implementing corrective actions appear reasonable.

We appreciate your office's positive response and concurrence with the recommendations, and
the courtesy and cooperation extended to us by your staff. If you have any questions or require
additional information regarding this report, please call me or Craig W. Silverthorne, Director,
Contract Audit Services at (202) 226-1250.

cc:  Speaker of the House
Majority Leader of the House
Minority Leader of the House
Chairman, Committee on House Oversight
Ranking Minority Member. Committee on House Oversight
Members, Committee on House Oversight



HOUSE EXPERIENCING PROBLEMSWITH THE IMPLEMENTATION
OF THE CORE FEDERAL FINANCIAL SYSTEM

Report No. 96-CAO-02
March 1, 1996

RESULTSIN BRIEF

CONCLUSIONS

The Chief Administrative Officer (CAO) has taken a number of significant actions to ensure the
successful implementation of the House's new financial management system. For example, the
CAOQ: (1) established an Executive Steering Committee, which meets on a weekly basis, to
oversee the management of the project; (2) executed a cross-servicing agreement with U.S.
Geological Service (USGS) to implement the Federal Financial System (FFS) within the House;
(3) appointed a Project Manager and Project Director to manage the project on a day-to-day
basis; (4) established an implementation team to execute the implementation of the project;

(5) completed a preliminary implementation strategy and project plan; (6) operated FFS in paralléel
with the old financial management system for the months of October and November 1995 and
reconciled the datain each system for thistime period; (7) completed a significant amount of
analysis for determining how the House will use FFS; (8) worked with USGS on a daily basis
providing information about the House and making system set-up decisions; (9) reviewed all work
products of USGS to verify completeness and accuracy; and (10) developed new and revised
financial management reports for the House.

Despite these accomplishments, aforma System Development Life Cycle (SDLC) methodology,
which provides a structured approach to managing and conducting a system implementation
project, was not being used for the FFS Implementation Project. Asaresult, critical FFS
implementation activities were not always carried out in the most effective manner to ensure
project success. In addition, the FFS project has not followed al of the steps outlined in the
August 3, 1995 Committee on House Oversight Resolution. In particular, the functional
requirements for the set-up of FFS, custom interfaces to FFS, and FFS custom reports have not
been developed. Also, the current project work plan does not identify the level of effort required
for the individual tasks. Thus, the managers of the project cannot determine the extent of
resources necessary to complete the project within the established timeframes. Consequently, the
implementation of the FFS core system may be delayed beyond the current target date of March
4,1996. Furthermore, should the system be implemented prematurely, the House may be
implementing a system which does not meet its needs. Additionally, a premature implementation
could prompt system development and implementation shortcuts and errors,
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which could prove more costly and time consuming to correct later. In order to ensure the timely
and successful implementation of all four phases of FFS, the following actions are critical:

(1) adoption of aformal SDLC methodology; (2) completion of functiona requirements;

(3) increased top management attention and direction; (4) development of a more realistic work
plan which includes the level of effort for each individua task; and (5) assignment of a sufficient
number of qualified staff necessary to meet the level of effort required by each work plan task.

In addition, comprehensive system testing, certification, and accreditation are essential for
ensuring FFS data integrity (i.e., reliability, accuracy, completeness, and timeliness). Although we
found no indication that the House intends to curtail or shortcut testing functions, these activities
are essential to the operationa success of any system development and implementation project.
Curtailing or shortcutting such important system development activities could result in the
implementation of a system that produces erroneous data and introduces other operational
problems. Often these problems ultimately result in a system which does not meet user needs and
requires fixes that significantly escalate costs and resource requirements. Therefore, the FFS
Implementation Team must thoroughly complete their planned system testing, certification, and
accreditation activities before FFS implementation. We cannot over-emphasi ze the importance of
these activities.

So far, the FFS Implementation Team has focused most of its efforts on getting the FFS system
ready for the March 4, 1996 implementation date and has completed relatively few steps to make
the necessary work flow, organizational, and procedural changes to support using the new
system. Without having a number of needed changes in place by March 4, 1996, the House may
not fully achieve the benefits of FFS or make substantial improvementsin the House's financial
management practices. Thisis particularly important for the House because the changes from the
old to the new financial management system will be so dramatic.

A contributing factor to these problems has been the complexity of the FFS implementation at the
House. In comparison to many financia management system implementations, this FFS
Implementation Project is very complex and difficult. Many times when FFSisimplemented in a
Federal organization, it is replacing a system and procedures that comply with routine financial
management standards followed by private organizations and Federal government agencies.
However, the implementation of FFS at the House is challenging because before FFS the House
did not follow standard accounting policies and methods and its Office of Finance was not
organized or staffed to produce financial information routinely produced by organizations of
similar size. This meant that no framework was in place that would have: (1) aided the House in
addressing the requirements of system users; or (2) allowed the House to more easily develop or
update financial and operational policies and procedures. In effect, by implementing FFS, the
House isinitiating a new way of doing business that it is smply not accustomed to.

Another dynamic factor of the FFS Implementation Project isits aggressive schedule. Because
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the House needed to quickly establish a standard genera ledger to accumulate and summarize
transactions for decision making, an aggressive implementation schedule was set. The amount of
work scheduled for completion with the House's FFS Implementation Project typically takes twice
aslong in similar financial management system implementations.

A third factor that contributes to the complexity of the FFS Implementation Project is the fact that
the House has limited experienced resources available to dedicate to the project. Because little
time was available between the decision to implement FFS and the start-up of the project, the
House could neither quickly obtain sufficient internal or external resources experienced in
implementing financial management systems, or quickly familiarize external personnel with the
House's operations. Ideally, these resources would have been immediately available to assist the
House in completing many of the implementation tasks.

RECOMMENDATIONS

We recommend that the Chief Administrative Officer: (1) identify and follow aformal SDLC
methodology, such as the National Institute of Standards and Technologies Special Publication
500-153, for the implementation of FFS; (2) identify, analyze, and document functional
requirements for the implementation of FFS; (3) reorganize and staff the FFS Implementation
Team project management to more effectively manage and support FFS implementation,

(4) monitor the progress of the project through tracking actual versus planned activities on the
project work plan, maintain an issues log that includes key issues raised and their resolution, and
present the status of the work plan and issues to the Executive Steering Committee on at least a
bi-weekly basis; (5) develop alevel of effort work plan for the implementation of FFS; (6) review
the work plan and prioritize tasks to focus on tasks critical to Phases | and |1 and the March 4,
1996 implementation date and review and prioritize those tasks that are critical to Phases| and |1,
but do not require completion until the end of March 1996; (7) add additional resources to critical
tasks.

We a so recommend that the Chief Administrative: (1) continue to thoroughly perform all
activities related to system testing, certification, and accreditation; (2) document and maintain the
results of verifying reference tables and testing activities; (3) ensure the formal certification of
FFS verification and testing activities by FFS Implementation Team members, who are responsible
for overseeing the execution of FFS testing tasks; (4) ensure the formal accreditation of FFS,
prior to placing it into production, by an appropriate senior House officia (e.g., Associate
Administrator, Office of Finance); (5) report the results of certification and accreditation to the
Executive Steering Committee prior to FFS implementation; (6) develop work flows to support
the use of FFS in the Office of Finance and other CAO offices prior to March 4, 1996; (7) identify
roles and responsibilities for staff in the Office of Finance and other CAO offices to support using
FFS prior to March 4, 1996, and determine which positions will be responsible for new activities
associated with using FFS; (8) align present staff to satisfy new roles and responsibilities

(e.g., reassigning present staff to new positions because they have the experience and skills
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necessary to perform the required duties) and hire new staff, if necessary; and (9) establish
financia management policies and procedures to complement the use of FFS prior to March 4,
1996 and to support the implementation of additional functionality in future phases.

MANAGEMENT RESPONSE

In the February 14, 1996 response to our draft report, the Office of the CAO generally agreed to
the findings and recommendations in this report, and indicated that corrective actions have been
initiated for some areas and planned for the remaining aresas.

OFFICE OF INSPECTOR GENERAL COMMENTS

We fully concur with the initial and planned actions of the CAO and commend them on their
prompt action with respect to the issues raised in this report. Furthermore, since the issuance of
our draft report, we have had extensive discussions with CAO officials regarding the FFS
implementation process. Subsequently, the CAO requested the Committee on House Oversight
to extend the implementation date giving the FFS Implementation Team more time to complete
the tasks required for system implementation.
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l. INTRODUCTION

Backaround

On August 3, 1995, the Committee on House Oversight passed a resolution--Financial
Management System--directing that the Chief Administrative Officer (CAQ) "take such steps as
might be necessary, in consultation with the Inspector General, and subject to the review and
approva of the Chairman, in consultation with the Ranking Minority Member, to implement a
new Financial Management System for the House no later than January 3, 1996." Such steps
included, but were not limited to:

. Development of functiona requirements.

. |dentification of an appropriate system.

. Development of a project plan.

. Formation of an Executive Steering Committee.

. Implementation of other recommendations as outlined in the

House Audit dated July 18, 1995.

The Committee subsequently approved the CAO's December 13, 1995 request for extending this
target date to March 4, 1996.

On August 25, 1995, the CAO established an Executive Steering Committee to oversee the
implementation of a new financial management system for the U.S. House of Representatives
(House). Accordingly, in September 1995, the CAO formally entered into a cross-servicing
agreement with the U.S. Geological Survey (USGS), Washington Administrative Service Center
(WASC), to implement USGS's Federal Financial System (FFS) for the House. (Informal
discussions had been ongoing since August 1995.) FFSis an off-the-shelf software package that
is owned and maintained by American Management Systems Inc. (AMS). The FFS license that
USGS has with AMS alows USGS to provide cross-servicing to external Federal government
agencies.

Full implementation of FFS was originally scheduled to be completed in four phases by December
31, 1996. Phase | involved identifying and setting up the functionality of FFS to support parallel
processing of payment transactions and identifying the needs for custom interfaces and reports.
This phase was completed on September 30, 1995. Phase |1 includes establishing the "Core" FFS
system, custom interfaces, and custom reports at the House and is now expected to be completed
by March 4, 1996. Phases |1l and IV will encompass the reengineering of accounting procedures
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and the determination and implementation of additional functionalities to be provided by FFS.
Target dates for Phases 111 and IV have not yet been adjusted to reflect the impact resulting from
the extension of the original date for the "Core" FFS system. See Exhibit A for details on the four
phases of the FFS implementation.

The FFS software package complies with the Joint Financia Management |mprovement Program
(JFMIP) requirements, which stipulate the functional system requirements necessary to effectively
manage and report on Federal government financia transactions. Implementation of FFS will
enable the House to apply generally accepted accounting principles and practices. In addition, it
will provide decision makers more relevant, understandable, and useable financia information,
consistent with information used by public and private sector organizations.

On September 29, 1995, the Office of Inspector General (OIG) engaged Price Waterhouse LLP
to review, analyze, evaluate, and provide advice on various aspects of the House's implementation
of FFS. To assist in ensuring project progress, the OIG and Price Waterhouse (OIG/PW) team
serves as advisors to the House's FFS Implementation Project Executive Steering Committee and
FFS Implementation Team by proactively providing advice on various implementation efforts.

Objective, Scope, And M ethodology

The objective of this audit was to assess the adequacy of implementation activities carried out
during Phases | and Il of the FFS Implementation Project at the House. We focused our review
on the implementation tasks outlined in the resolution passed by the Committee on House
Oversight on August 3, 1995. We also evaluated the effectiveness of project management over
the House FFS Implementation Team.

As advisors on the FFS Implementation Project, the OIG/PW team proactively provided advice
throughout Phases | and 11 to facilitate project progress. That advice included key issues dealing
with the management of the project, the importance of fully defining FFS functional requirements,
and the importance of a detailed work plan for managing the project's aggressive schedule. We
also emphasized the importance of ensuring that the system is tested, certified, and accredited for
accuracy and completeness prior to implementation. These issues are discussed in detail in this
report.

We conducted our review during the period of October 1, 1995 through January 12, 1996.
However, our review encompassed financial management system devel opment and
implementation activities during the period of August 1, 1995 through January 12, 1996. Audit
fieldwork was conducted at the House's Washington, D.C. offices, primarily in the Office of
Finance, and at the USCG/WASC in Reston, Virginia.

We conducted our review in accordance with Government Auditing Standards, issued by the
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Comptroller General of the United States. In conducting this review, we attended FFS
Implementation Team meetings, reviewed FFS Implementation Project-related documents,
reviewed data entered into FFS, and interviewed FFS Implementation Team members. Our
review included a comparison of FFS implementation activities to the following:

. Systems development life cycle methodologies.

-- National Ingtitute of Standards and Technology's (NIST) Special Publication
500-153 - Guide to Auditing for Controls and Security: A System Development
Life Cycle Approach.

-- Price Waterhouse LLP - System Management Methodology: Package Software
Implementation.

. Standard project management practices.

. Recommendations contained in audit reports issued by the Office of Inspector General
on July 18, 1995.

. Committee on House Oversight Resolution for the Implementation of a New Financial
Management System.

Internal Controls

Within the scope of this audit, we evaluated internal controls related to the implementation of the
FFS. The audit disclosed serious interna control weaknesses in the FFS system devel opment life
cycle management and process which could adversely affect the successful implementation of the
FFS. Theinternal control weaknesses we identified are described in Findings A and C of this
report.

Prior Audit Coverage

Proposed New Financial Management System Will Not Meet the House's Needs And Should Be
Terminated (Report No. 95-CAO-02, dated May 12, 1995): This review evaluated the functional
adequacy of the proposed Financia Management System (FMS) and the system development life
cycle procedures that were utilized in the devel opment of the system. This report recommended
that the system be terminated and also made four recommendations to improve the House's
systems development practices as well as management oversight. The CAO agreed with the
recommendations and is taking actions to correct the deficiencies identified.

Problems Plagued The House' s Financial Operations (95-CAO-16, dated July 18, 1995): This
review assessed opportunities to increase efficiency and effectiveness of operations within the
Office of Finance. This report identified opportunities for savings and made 26 recommendations
with respect to operations in the Office of Finance, primarily through improved internal controls
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and operational efficiencies. The CAO agreed with the recommendations and is taking actions to
correct the deficiencies identified.

Audit of Financial Statements for the 15-Month Period Ended December 31, 1994 (Report No.
95-HOC-22, dated July 18, 1995): This review presented the results of Price Waterhouse's audit
of the House of Representatives financia statements for the 15-month period ended December
31, 1994. Thisreport disclosed that the House lacked the organization and structure to
periodicaly prepare financia statements that are accurate and reliable. The report also identified
serious internal control deficiencies related to the House's financial operations. The report made
59 recommendations to correct 14 material weaknesses in the House's internal controls structure.
The CAO agreed with the recommendations and is taking actions to correct the deficiencies
identified.
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l. FINDINGSAND RECOMMENDATIONS

Finding A: Thelmplementation Of FFS May Not Meet Its Currently Scheduled
Target Date

A forma SDL C methodology, which provides a structured approach to managing and conducting
a system implementation project, was not being used for the FFS Implementation Project. Asa
result, critical FFS implementation activities were not always carried out in the most effective
manner to ensure project success. In addition, the FFS project has not followed al of the steps
outlined in the August 3, 1995 Committee on House Oversight Resolution. In particular, the
functional requirements for the set-up of FFS, custom interfaces to FFS, and FFS custom reports
have not been developed. Also, the current project work plan does not identify the level of effort
required for the individual tasks. Thus, the managers of the project cannot determine the extent
of resources necessary to complete the project within the established timeframes. Consequently,
the implementation of the FFS core system may be delayed beyond the current target date of
March 4, 1996. Furthermore, should the system be implemented prematurely, the House may be
implementing a system which does not meet its needs. Additionally, a premature implementation
could prompt system development and implementation shortcuts and errors, which could prove
more costly and time consuming to correct later. In order to ensure the timely and successful
implementation of all four phases of FFS the following actions are critically needed: (1) adoption
of aforma SDLC methodology; (2) completion of functional requirements prior to the
implementation of FFS; (3) increased top management attention and direction; (4) development
of amore realistic work plan which includes the level of effort for each individual task; and (5)
assignment of a sufficient number of qualified staff necessary to meet the level of effort required
by each task set forth in the work plan.

Generally accepted project management practices

Weéll-run implementations of financia management systems generally are managed using aformal
SDLC methodology. The SDLC methodology provides a structured approach to managing and
conducting a system implementation project. It includes guidelines for planning the project and
identifying requirements through the implementation of the system. One of the key factorsin the
successful execution of a SDL C methodology includes a project manager who is: (1) afull-time
employee of the organization, having a detailed knowledge of how the organization operates and
the strengths and weaknesses of its existing accounting and financial systems, and (2) experienced
in using aformal SDL C methodol ogy.

One important responsibility of the project manager isto maintain and manage the project's work
plan. Thework plan lists all tasks and supporting sub-tasks that are required to complete the
project. Dates and resources are assigned to tasks on the work plan based on the level of effort
and the project's scope. The project manager ensures that the resources assigned to the work plan
are experienced and can meet their task commitments. The project manager also ensures that staff
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critical to the implementation project are sufficiently dedicated to the project and do not have
conflicting respongibilities. By using standard project management practices and an adequately
staffed implementation team, the project manager helps ensure the completion of the project in a
timely and efficient manner. To the extent an implementation project is more challenging, either
because deadlines are tight or because the project is technically or logistically complex, it is
common to infuse the project team with more senior leadership and more experienced personnel.

L ack of functional requirements definition hinders a timely implementation of FES

To date, functional requirements for the set-up of FFS, custom interfaces to FFS, and FFS custom
reports have not been fully identified and documented. Most implementations of financial
management systems begin with identifying, analyzing, and documenting the organization's
requirements for the functions to be met by the new system. Documented requirements provide
the foundation for the system's implementation. All subsequent tasks are driven by the
requirements. For example, a custom report is develop based on the requirements for the purpose
and content of the report. In effect, the requirements are the blueprints for implementing the
system and devel oping custom pieces. Without requirements as a guide, an implementation
project could prove more costly and time consuming because unnecessary or avoidable steps are
carried out.

Because the FFS implementation did not identify, analyze, and document functional requirements
for the set-up of FFS, custom interfaces to FFS, and FFS custom reports, the project has not
progressed as efficiently as possible. The FFS Implementation Project has experienced delays
because requirements were not identified and documented for the set-up of FFS and the
development of its custom pieces. Completion of tasks were sometimes delayed until the FFS
Implementation Team identified and communicated requirements to USGS. Often, requirements
were identified and communicated in a piece-meal manner. This caused additional work or
rework for USGS and the House. Without the full involvement of usersin implementing FFS and
its custom pieces, thereis not alevel of assurance that the use of FFS and the data produced by it
will meet the House's needs.

The original implementation schedule did not include the time or resources needed to complete a
thorough, well thought out requirements definition. Although the Committee on House
Oversight's Resolution for the implementation of a new financial management system included the
requirement that functional requirements be developed, the FFS Implementation Team did not
plan for the completion of thistask. This strategy was primarily based on the fact that the FFS
implementation was subject to an extremely aggressive schedule that did not alow for the
thorough documentation of requirements. In addition, the FFS Implementation Team believed
that FFS complies with JFMIP requirements and that the House's main financial management
requirements would be met through the implementation of FFS. However, to avoid delays and

inefficiencies as discussed above, requirements for additional functionality in future phases need to
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be identified, analyzed, and documented at the beginning of these phases. Also, thiswill help
ensure that financial management requirements specific to the House will be identified.

I ncreased top management attention and direction are needed to ensur e the success of the
FES implementation

More day-to-day involvement, direction, and leadership from senior staff of the CAO is needed
for the House's FFS Implementation Project. Thisis particularly important given the aggressive
implementation schedule for FFS. While senior management officials have provided strategic
direction, day-to-day project management is largely conducted by contracted personnel who lack
authority over other House offices involved with the project, and detailed knowledge of the
House's financial management practices and past problems.

To date, the FFS Implementation Project has been managed on a day-to-day basis by a contractor,
appointed as the Project Director, who had prior experience managing large system development
and implementation projects, but had no previous work experience with the House before being
hired for the FFS Implementation Project. While a project director with this background may be
effective for many implementation projects, the House's problems are unique and its target
implementation date is very aggressive. In addition, the FFS Implementation Team was
understaffed and it was necessary for the Project Director to spend much of her time completing
implementation tasks. Thus, she could not devote al her time to performing project management
activities.

Because the House is implementing a new system with new accounting practices under an
aggressive schedule and with limited resources, the FFS Implementation Project needs to be
managed more aggressively than the typical system implementation. The House's day-to-day
management of the FFS Implementation Project requires a senior House officer with authority
over all House officers and project team members involved with the project, and detailed
knowledge of the House and its past problems.

In order to correct this deficiency, on January 16, 1996, the CAO assigned overall coordination of
the FFS Implementation Project to the Director of Internal Controls and Continuous
Improvement on afull-time basis. We believe this should increase the level of involvement,
direction, and leadership from top management needed to provide a more aggressive management
approach to the FFS Implementation Project.

Thework plan and scheduled completion dates may not berealistic

A work plan for managing the FFS Implementation Project was not developed until mid-
December. Furthermore, the work plan was not used for managing the completion of tasks or
used to track actual versus planned activities until mid-January. While preparing awork planis
difficult and time-consuming in the midst of a demanding implementation schedule, it is still an
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essential part of determining whether enough staff time is available and whether resources are
efficiently deployed.

Furthermore, the FFS implementation work plan has sipped and needs to be modified. Many
tasks on the work plan that were scheduled to be completed by now have not been compl eted.
Examples of these tasks are as follows:

. Define Transaction Types and Numbering Schemes.

. Certify Budget Execution Subsystem (includes determining if the subsystem meets House
requirements and is thoroughly tested and certified).

. Certify Project Cost Accounting Subsystem (includes determining if the subsystem meets
House requirements and is thoroughly tested and certified).

. Certify Planning Subsystem (includes determining if the subsystem meets House
requirements and is thoroughly tested and certified).

. Certify Accounts Payable Subsystem (includes determining if the subsystem meets House
requirements and is thoroughly tested and certified).

. Convert FMS Datato FFS.
. Report on 52 FFS-related Audit Recommendations.

In addition, two tasks on the work plan that were scheduled to be started by now have not been
started. These tasks are as follows:

. Establish FFS System Security.
. Execute FFS Training.

Some tasks that could have been postponed without loss of function were on the critical path of
implementation. For example, in support of the March 4 implementation date, some of the
interface testing was scheduled for completion in late December and early January, when the
completion of testing these interfaces could have been postponed until the end of February or
early March.

The dates presented in the work plan were not based on the level of effort (i.e., hours) required to
complete the tasks. Instead, the work plan presented tasks with beginning and ending dates only.
Thus, the required resources for each of the tasks on the work plan were not based on the level
of effort required to complete the project tasks. Asaresult, the prioritization and timing of tasks
were not well coordinated. In addition, because the work plan did not present the hours required
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to complete the tasks and instead presented tasks with beginning and ending dates only, we could
not analyze the work plan to determine its reasonableness. Without identifying the level of effort,
it is not feasible to determine, with a sufficient level of confidence, whether or not the March 4,
1996 implementation date is achievable.

Key resources are assigned to multiple tasks ssmultaneously and may be over committed

The FFS Implementation Project is not currently supported by adequate resources. The original
team structure was composed of mainly full-time individuals and a few part-time individuas. (See
Exhibit B, page 20.) The current FFS Implementation Team is mainly composed of part-time
individuals. (See Exhibit B, page 21.) In addition, many of the key team members are assigned to
multiple tasks ssimultaneously. Examples of this are as follows:

. The Lead Project Team Member from the Auditing Department has been assigned 60
subtasks to be completed simultaneoudly during the period October 2, 1995 through
April 30, 1996. Thisteam member isworking on the project on a part-time basis.

. The Lead Project Team Member from the Accounting Department has been assigned 60
subtasks to be completed simultaneously during the period October 2, 1995 through
February 16, 1996. Thisteam member isworking on the project on a part-time basis.

. The Lead Project Team Member for writing procedures has been assigned 72 subtasks to
be completed ssimultaneously during the period December 15, 1995 through January 29,
1996. Thisteam member isworking on the project on afull-time basis.

. The Project Director has been assigned 39 subtasks to be completed simultaneously during
the period October 2, 1995 through March 4, 1996. This team member is working on the
project on afull-time basis.

. The Project Manager has been assigned 53 subtasks to be completed simultaneously
during the period October 2, 1995 through March 4, 1996. This team member is working
on the project on afull-time basis.

To validate that team members could meet the commitments in the work plan, the Project
Director met with each staff member to review the assigned tasks and the time frames for
completing them. Thisis not an adequate measure to ensure that resources are not over
committed because most of the team members do not have experience implementing financia
management systems. Therefore, they may not be familiar with the level of effort required to
complete their assigned tasks.

Because the FFS Implementation Team members were multi-tasked and sometimes over
committed, team members have not been able to complete their assigned tasks in accordance with

Office of Inspector General Page 9
U.S. House of Representatives



Report No. 96-CAO-02
House Implementation of the Federal Financial System March 1, 1996

the work plan. In the absence of a more precise means of assessing available resources, the
House should identify additional resources (including additional contractor support) which can be
assigned to critical areasin order to avoid any additional dlippage in the schedule.

In addition, the House had limited experienced resources available to dedicate to this project.
Because little time was allowed between the decision to implement FFS and the start-up of the
project, the House could neither quickly obtain sufficient internal or external resources
experienced in implementing financial management systems, nor quickly familiarize externa
personnel with the House's operations. Ideally, these resources should have been immediately
available to assist the House in completing many of the implementation tasks.

Recommendations

We recommend that the Chief Administrative Officer:

1. |dentify and follow aforma SDLC methodology, such as NIST's Specia Publication 500-
153, for the implementation of FFS.

2. Identify, analyze, and document functional requirements for the implementation of FFS.

3. Reorganize and staff the FFS Implementation Team to more effectively manage and

support FFS implementation.

4. Monitor the progress of the project through tracking actual versus planned activities on
the project work plan, maintain an issues log that includes key issues raised and their
resolution, and present the status of the work plan and issues to the Executive Steering
Committee on at least a bi-weekly basis.

5. Develop alevel of effort work plan for the implementation of FFS.

6. Review the work plan and prioritize tasks to focus on those tasks critical to implementing
Phases | and Il and meeting the March 4, 1996 implementation date. For example, the
following critical tasks should be assigned higher priorities for completion by

March 4, 1996:

. Reviewing all reference tables, and identifying and entering missing entries.

. Testing all FFS on-line transactions and batch jobs and conversion programs.
. Developing procedures and training staff concerning transaction processing

(includes a plan of action for how documents will flow through the Office of
Finance, and who will be responsible for entering and approving all types of
transactions).

Office of Inspector General Page 10
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. Establishing security for the mainframe and on-line processing (includes
determining user profiles and assigning profiles to users).

. Establishing the technical infrastructure required for FFS (includes identifying
House Information Resources (HIR) staff to be responsible for running nightly job
cycles, determining jobs in the nightly job cycles, and establishing procedures to
handle nightly cycle problems).

Review the work plan and prioritize other tasks that are critical to implementing Phases |
and 11, but do not require completion until the end of March 1996, such as.

. Completing conversion of FM S data to FFS and verifying the conversion of that
data.
. Testing of interfaces and custom reports.

7. Add additional resourcesto critical tasks. We have identified the following critical tasks
which appear to be behind schedule and are likely to require additional resources to ensure
completion by March 4, 1996:

. Reviewing all reference tables, and identifying and entering missing entries.
. Testing al on-line transactions and batch jobs and conversion programs.
. Developing procedures and training staff concerning transaction processing

(includes a plan of action for how documents will flow through the Office of
Finance, and who will be responsible for entering and approving all types of
transactions).

M anagement Response

On February 14, 1996, the Office of the CAO fully concurred with this finding and all seven
recommendations including subparts (see Appendix). According to the response, severdl
initiatives are either underway or planned to ensure the successful implementation of the House's
new financia management system. Key actions taken and planned include: (1) adopting and
applying aforma SDLC methodology in the evaluation and testing of the Core FFS system; (2)
preparing and documenting functional requirements for the Procurement and Check writing
modules, and subsequent system requirements; (3) reorganizing and staffing of the FFS
Implementation Team to more effectively manage and support FFS implementation,; 4)
instituting a detailed project tracking system and issues log to present to the Executive Steering
Committee at regular meetings; (5) incorporating the level of effort for tasks in work plans for
work subsequent to the implementation of the core system; (6) reviewing the work plan and
prioritizing tasks to focus on those tasks critical to Phases | and |1 and the March 4, 1996
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implementation date versus those critical to Phases | and 11 but can be completed by the end of
March 1996; and (7) assigning additional House and WA SC resources to critical implementation
tasks.

Office of Inspector General Comments

The CAQO's actions are responsive to the issues we identified and, when fully implemented, should
satisfy the intent of our recommendations. Furthermore, since the issuance of our draft report, we
have had extensive discussions with CAQO officials regarding the FFS implementation process.
Subsequently, the CAO requested the Committee on House Oversight to extend the
implementation date giving the FFS Implementation Team more time to compl ete the tasks
required for system implementation.
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FindingB: Comprehensive System Testing, Certification, And Accreditation Activities
Are Essential For Ensuring Data Integrity Within FES

Comprehensive system testing, certification, and accreditation are essential for ensuring FFS data
integrity (i.e., reliability, accuracy, completeness, and timeliness). Although we found no
indication that the House intends to curtail or shortcut testing functions, these activities are
essential to the operational success of any system devel opment and implementation project.
Curtailing or shortcutting such important system development activities could result in the
implementation of a system that produces erroneous data and introduces other operational
problems. Often these problems ultimately result in a system which does not meet user needs and
requires fixes that significantly escalate costs and resource requirements. Therefore, the FFS
Implementation Team must thoroughly complete their planned system testing, certification, and
accreditation activities before FFS implementation. We cannot over-emphasi ze the importance of
these activities.

Most system implementation projects follow aformal SDLC methodology to plan, manage, and
perform testing activities, including certification and accreditation. From the start of the project, a
strong focus and emphasis on testing the system is necessary to ensure that the system meets users
needs and produces reliable, accurate, complete, and timely data. A formal testing plan provides a
framework that, when combined with trained and experienced project personnel, assistsin
ensuring a successful and effective approach to the conduct of system testing activities. The
overall result of using aformal testing plan is the implementation of an effective, quality
controlled, accurate system.

The FFS Implementation Project work plan includes system testing, certification, and
accreditation tasks. The tasks that are critical to ensuring the accuracy of FFS and their order of
importance are as follows:

. Review all reference tables to verify that all datais accurate and complete and FFSis set-
up to support the House's financia operations.

. Test dl on-line transactions to ensure the accuracy of debit and credit postings to the
general ledger and that al application tables are updated as expected.

. Test the batch jobs that are typically run in the nightly and monthly processing cyclesto
validate that the jobs can be executed by HIR staff, expected reports are generated with
accurate and complete data, and genera ledger and application tables are updated

appropriately.

. Test the program to convert FMS Fiscal Y ear 1996 data into FFS to verify that all
transactions are loaded and processed by FFS, and the general |edger and application
tables are updated appropriately.
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. Test dl interfaces to FFS to ensure that the programs can be executed by HIR staff,
transactions are loaded and processed by FFS, Office of Finance staff can resolve
transaction errors, and general ledger and application tables are updated appropriately.

. Test al custom reports to ensure that the programs can be executed by HIR staff and
reports are generated with accurate and compl ete data.

For each reference table reviewed, the data should be compared to the source documents used
originally in determining the data to be included in the reference tables. Furthermore, the
verification process must be properly documented, including any errors or omissions identified in
the reference tables. Procedures should also be developed to establish control over changes to the
reference tables and ensure timely corrections.

For each testing task, the FFS Implementation Team should develop test plans to guide the
execution of the testing. The test plan should include any assumptions concerning the execution
of the test, what condition will be tested, how the condition will be tested, and the expected
results. Both valid and invalid conditions should be thoroughly tested. After testing the
condition, the person responsible for the test plan should update the test plan with the actual
results and compare the actual results to the expected results. In instances where expected results
are not achieved, necessary steps should be taken to resolve the discrepancy thoroughly and in a
timely manner. The action taken to resolve the discrepancy should also be recorded in the test
documentation. This documentation should be maintained for future system testing needs.

Designated FFS Implementation Team officials, responsible for overseeing the execution of FFS
testing tasks, should review the test plans, test results, and validation of data in the reference
tables to certify that all necessary steps were taken to thoroughly validate the correct processing
of FFS. For example, the certification should state that the interface (or system) was tested in
accordance with the test plan and met the documented and approved system specifications. In
addition, the certification should include a recommendation on whether or not to authorize
operation of the interface (or system) based on risks associated with any known exceptions. This
certification process provides the framework for system accreditation. The FFS accreditation
should be performed by a senior House officia (e.g., the Associate Administrator, Office of
Finance) assuring that the data it will produce will be reliable, accurate, complete, and timely, and
will meet user needs, and the system will operate as planned.

In mid-December, the FFS Implementation Project work plan was devel oped with thorough, well
planned system testing activities. The completion and approval of system testing, certification,
and accreditation activities should assure the successful implementation and operation of FFS.
However, if these activities can not be performed thoroughly by March 4, 1996, these activities
must be completed prior to FFS implementation; thereby, requiring the postponement of the
implementation date in order to ensure the accuracy of the FFS.
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Recommendations

We recommend that the Chief Administrative Officer:

1. Continue to thoroughly perform all activities related to system testing, certification, and
accreditation.

2. Document and maintain the results of verifying reference tables and testing activities.

3. Ensure the formal certification of FFS verification and testing activities by FFS
Implementation Team members, who are responsible for overseeing the execution of FFS
testing tasks.

4, Ensure the formal accreditation of FFS, prior to placing it into production, by an
appropriate senior House official (e.g., Associate Administrator, Office of Finance).

5. Report the results of certification and accreditation to the Executive Steering Committee
prior to FFS implementation.

M anagement Response

On February 14, 1996, the Office of the CAO fully concurred with this finding and al five
recommendations (see Appendix). According to the response, the CAO will continue to test,
certify, and accredit the system in accordance with the agreed upon plans. Also, all tests and
verifications are being documented and the documentation is being maintained. Upon completion
of the testing, each module will be formally certified and tables will also be certified at completion
of verification. After al modules and tables are certified, individually and collectively, and the
system has completed a monthly cycle, FFS will be formally accredited by the Associate
Administrator for Finance. In addition, results of tests, verifications, certifications, and
accreditation will be promptly shared with the Steering Committee.

Office Of I nspector General Comments

The CAQO's actions are responsive to the issues we identified and, when fully implemented, should
satisfy the intent of our recommendations.
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FindingC: Work Flow, Organizational, And Procedural Changes Are Critical To
Successfully Implementing FES

So far, the FFS Implementation Team has focused most of its efforts on getting the FFS system
ready for the March 4, 1996 implementation date and has completed relatively few steps to make
the necessary work flow, organizational, and procedural changes to support using the new
system. Without having a number of needed changes in place by March 4, 1996, the House may
not fully achieve the benefits of FFS or make substantial improvementsin the House's financial
management practices. Thisis particularly important for the House because the changes from the
old to the new financial management system will be so dramatic.

All forma SDLC methodologies require or imply the need to realign the work flows,
organization, and procedures to support anew system. Thisisagenerally accepted practicein
almost all organizations in the private sector and the Federal government. Changing the existing
work flows, organizational, and procedures to support the new system alows for the organization
to achieve the full benefits from implementing a new system. All financial management needs can
then be better met and the organization can operate more efficiently and effectively.

The House has and plans to continue expending efforts on getting FFS ready for processing by
March 4, 1996. However, additional steps are necessary to ensure that the CAO staff are ready
for the changes that will accompany implementing FFS. Because FFSis so dramatically different
from FMS, the House will be forced to initiate a new way of doing business. Consequently, the
CAO needs to make changes to its work flow, organization, and procedures to support the new
way of doing business. Specific changes that are needed to support these new processes on and
after March 4, 1996 include the following:

. Define work flows for the: (1) front-end processing of FFS; (2) management review of
completed work; and (3) generation and distribution of reports.

. Define how other House offices (e.g., Office of Procurement, Office of Stationary and
Supplies, and Office of Telephone Services) will be affected by the implementation of FFS,
and how they will use the additional information it produces.

. Identify positions that will need to: (1) be accountable for the financial management of the
House; (2) manage the new processes; (3) enter transactions into FFS; and (4) support
the use of FFS.

. Develop job descriptions, roles, and responsibilities for identified positions.

. Align present staff with sufficient experience and skills with new job positions and hire
new steff to fill gaps.
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. Develop procedures for processing transactions in FFS and using data produced by FFS.

The original strategy for implementing FFS did not include providing the time or resources
needed to make work flow, organizational, and procedural changes to support using FFS by
March 4, 1996. House management did not realize the magnitude of the changes needed to
support afinancia management system that will provide the House the capability to follow
standard accounting policies and methods. Thus, steps have not been taken to prepare House
office staff to take advantage of the improved capabilities and use of the new financial
management system. Because the House isinitiating a new way of doing business for whichit is
not accustomed, extensive changes are needed. Without these changes, the House may not
recognize the full benefits of its new financial management system.

Recommendations

We recommend that the Chief Administrative Officer:

1. Develop work flows to support the use of FFS in the Office of Finance and other CAO
offices prior to March 4, 1996. Thisincludes the following tasks:

. Develop the work flows for receiving, validating, and entering payment vouchers
into FFS, and approving paymentsin FFS.

. Develop the work flows for entering cash receiptsinto FFS and approving the
entry of the cash receipt transactions in FFS.

. Determine the work flows for executing the check printing program, printing the
checks, verifying the accuracy of printed checks, signing and stuffing checks, and
mailing checks.

. Determine the process for using FFS data to reconcile with the U.S. Department of
Treasury's data on cash disbursements and receipts.

. Determine what needs other House offices have for information produced by FFS
and how and when they will receive this information.

2. Identify roles and responsibilities for staff in the Office of Finance and other CAO offices
to support using FFS prior to March 4, 1996. Determine which positions will be
responsible for new activities associated with using FFS. New roles and responsibilities
should include, but not be limited to, the following:

. Approving and adding new vendorsin FFS.

. Entering payment transactions into FFS and approving the issuance of payments.
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Entering cash receipt transactions into FFS and approving the entry of the cash
receipt transactions in FFS.

Ensuring that al rejected FFS documents are corrected and accepted by FFSin a
timely manner.

Reviewing daily FFS transaction reports to ensure the proper use of accounting
classifications (e.g., budget fiscal year, legidative year, fund, organization, and
budget object code).

Maintaining FFS reference tables (e.g., adding/deleting general ledger chart of
accounts and budget object codes).

Reviewing monthly trial balances.

3. Align present staff to satisfy new roles and responsibilities (e.g., reassigning present staff
to new positions because they have the experience and skills necessary to perform the
required duties) and hire new staff, if necessary.

4, Establish financial management policies and procedures to complement the use of FFS
prior to March 4, 1996 and to support the implementation of additiona functionality in
future phases. Procedura changes needed as of March 4, 1996 include the following:

Document numbering schemes for each type of FFS transaction.
Review and resolution of documents not accepted by FFS.

Determine revenue source codes and funds to which cash receipts should be
recorded.

Determine correct budget object codes for recording expenses.

Determine correct budget fiscal and legidlative years for recording transactions.

Procedural changes needed for future phases include the following:

Redesign of the voucher form.

Implement obligation-based accounting through the Purchasing Subsystem and
Procurement Desktop.

Establish policies and detailed procedures for recording accounts receivables.
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. Establish policies and detailed procedures covering the maintenance,
administration, and documentation of equitable HIR charge back rates and billing
processes for al customers.

. Change payroll policies to implement a lag between the end of the pay period and
the date the payroll is processed and paychecks are distributed.

M anagement Response

On February 14, 1996, the Office of the CAO generally concurred with this finding and al four
recommendations, including subparts (see Appendix). According to the response, initiatives are
either underway or planned to improve the work flow, organization, and procedures to ensure the
successful implementation of the House's new financial management system. Examples of key
actions planned include: (1) developing work flow tasks to support the use of FFS in the Office of
Finance and other CAO offices prior to March 4, 1996; (2) defining roles and responsibilities as
workflows and procedures are determined; (3) reviewing data entry workflows with emphasis on
assuring accuracy; (4) developing a reorganization proposa for approval by the Committee on
House Oversight by February 29, 1996; and (5) establishing and documenting financia policies
and procedures by March 4, 1996. In addition, the CAO plans to discuss with the Office of
Inspector General the results of their review of data entry workflowsin an effort to determine if
additional actions are necessary during the implementation period.

Office of Inspector General Comments

The CAO's actions are generaly responsive to the issues we identified and, when fully
implemented, should satisfy the intent of our recommendations. However, we do not necessarily
agree with the CAO's response concerning the impracticality of reviewing daily FFS transaction
reports. In our view, daily FFS transaction reports can be compared to source documents on a
sampling basis. Nevertheless, considering that the CAO plans to discuss the results of their
review of data entry workflows with us, we will work closely with the CAO's staff to develop and
implement sound and effective processes and procedures to ensure data integrity.
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Exhibit A
Pagelof 1
FFS Implementation Schedule
Phasel - 1V *
Phase Time Period Description
I August 1, 1995 - September 30, 1995 . Budget Execution Subsystem (appropriations)

General Ledger Subsystem (using Standard General Ledger)
Accounts Payable Subsystem (payment vouchers)

I Original Schedule: . Interfaces:

October 1, 1995 - January 3, 1996 . Office Telephone Support

Office of Stationary and Supplies
. Office of Equipment Services

Revised Schedule: . Photography Office

October 1, 1995 - March 4, 1996 . House Recording Studio
General Services Administration
Payrall

Project Cost Accounting Subsystem (allowances)
Planning Subsystem (CAO office budget)

Purchasing Subsystem (obligations)

Accounts Payable Subsystem (recurring expense setup)
Automated Disbursements Subsystem

Accounts Receivable Subsystem (cash receipts)
Monthly Close Subsystem

User training/feedback

" Original Schedule: . Reengineer/document procedures
January 4, 1996 - March 31, 1996 . Procurement Desktop

To be determined:

Revised Schedule: . Inventory Subsystem

Not yet determined . Fixed Assets Subsystem
External Reports Subsystem
Travel Subsystem

Planning Subsystem

Document Tracking Subsystem
Cost Allocation Subsystem
Accounts Receivable Subsystem (receivables)

v Original Schedule: . Not yet determined

Based on material presented to the Steering Committee by the Project Team, on October 31, 1995 and subsequent events to date.
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FFS Implementation

Project Team

As of August 28, 1995

Phyllis Gault

Project
Manager

Peggy Smith

Project Director

Internal
Procurement Oversight Budget Systems Accounting Auditing
Controls
Brian T Jerr: Paul Phili
) L | Ed willett* racy y - : P || Lee
Zimmer* Beaubian Long Nenninger Hamner Harrington
| | Don Rice Mike Mike Donna || Richard
Buckley Frazier* Berry McElheny
Frank
Milasi*
“Part Time Russ
Oeschner*
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FFS Implementation
Project Team
As of January 12, 1996

Tracy Beaubian

Project
Manager

Peggy Smith

Project Director

|
| 1 1 1 1 1 1
P Il P t Internal Budget Syst Al i Auditi
ayro rocuremen udge stems ccountin uditin
v Controls 9 4 9 8
: I_
Chris Brian Jerr Paul Phili
) ) Don Rice* - y L . p Lee
Baptiste* Zimmer* Long* Nenninger Hamner* Harrington*
Frank Mike Mike
Milasi* Buckley* Frazier*
Kevin
McGuire*
Tom
| Kimm
Leslie
Emerson**
*Part Time Ernst &
**Assigned only temporary to the Houses FFS Implementation Project Y
Team for the period of December 1985 through January 1996. oung

Exhibit B
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Sflice of the
Chief Aoministrative Sfficer
W.S. House of Representatives
BHEashington, WE 20515—-6860
MEMORANDUM
TO: John W. Lainhart IV
Inspector General
FROM.: Thomas J. Simon

Drirector of Internal Controls and C Improvement

DATE: February 14, 1996
SUBJECT: Draft Audit Report - Implementation Of The Core Feders! Financial
System

Thank you for the opportunity to comment on vour draft report. 'We deeply appreciate your
efforts and are in general agreement with the findings and recommendations. Specific
comrments on each recommendation follow. If there are any questions or additional information
required regarding this reply, please contact me at (202) 226-1854,

EINDING A

Becommendation 1: SDLC methodology is being used in the Evaluation and Testing of the
Core FFS system. The methodology as outlined in Sec. 2.5.2 of Special Publication 500-153 is
being followed as applicable to implementation of subsequent modules of FFS. In addition
SDLC methodology will be followed in the development of requirements for future FMS
development effons as described in Report no.: 95-CAC-02, Finding B, Recommendation 2.

Recommendation 2: While only JFMIP “core financial system™ functional requirements were
used for the core receipts and disbursemnents modules, functional requirements were prepared
for Procurement and check writing. In addition, functional requirements will be analyzed and
documented for all modules and work afier the implementation of the core system. For example,
the requirements of OSM and others need to be analyzed before implementing the fixed asset
module.,



Recommendation 3; On January 16, 1996, a Project Coordinator has been added in order to
assure adequate support from and coordination with organizations outside of the Office of
Finance. This has allowed the Project Manager and Project Director to concentrate effort on
implementation issues within the Office of Finance.

Recommendation 4: A detailed project tracking system has been instituted as well as an issues
log. Both are presented to the Steering Commirtse at regular meetings.

Recommendation 5;: Increased detail has been prepared for tasks needed for March 4
implementation; however it is still more general in nature than we believe envisioned by this
recommendation. Level of effort work plans will be developed for work subsequent to
implementation of the core system. ’

Recommendation §: Work plans have been reviewed and priority given 1o tasks critical 1o
March 4 implementation. Specifically:

Review of all reference tables is in process.
Testing of ransactions, jobs and the conversion program are also in process,
A training requirements decument has been prepared and waining scheduled,

Security plans and procedures are under development and will be reviewed with the
Inspector General.

HIR has been given the work requirements and has benchmarked resources and
procedures against other FFS users.

At least one month of FMS data will be converted to FFS and reconciled before
March 4 implementation. _

Interface testing has begun but probably will not be completed before implementing the
core system. Similarly testing of custom reports will not be completed prior to
March 4.

Recommendation 7: Since January 16, 1996, additional resources from the Office of Finance.
contractors and the Office of Internal Controls and Continuous Improvement have been assigned
to the listed critical tasks. WASC will be providing additional resources to help staff a help
desk during the first weeks of implementation. Otherwise, WASC and AMS have made
resources available to mest the needs of iimpicons amrion.
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FINDING B

Recommendation 1: Testing, certification, and accreditation continue in accordance with the
agreed upon plans.

Recommendation 2: All tests and verifications are being documented and the documentation
maintained.

Recommendation 3: Upen completion of testing, each module will be formally certified and
tables will also be certified at completion of verification.

Recommendation 4: After all modules and wbles are certified, individually and collectively,
and the system has completed a monthly cycle, FFS will be formally accredited by the Associate
Administrator for Finance.

. Resuls of wests, verifications, certfications and accreditation will be
promptly shared with the Steering Commiree.

FINDING C

Recommendation 1; The implemenation team, the involved offices, The Office of Internal
Controls and Continuous Improvement's Process Improvement Team, and USGS are all
working on developing and documenting workflows and procedures. Training is planned for
other managers to facilitate their ability to benefit from the system. All items, except the
process for reconciliation with Treasury scheduled for March 11, should be completed before
implementation. The evaluation of user needs will be ongoing. A user group from Member
and Committee offices has been esrablished to assist in determining their needs.

Recommendation 2: As workflows and procedures are determined and documented, roles and
responsibilities will also be defined. All the listed items are being addressed, however, a daily
review of transaction repors 10 ensure accuracy of accounting classifications is not practical. A
review if data entry workflows is in process with an emphasis on assuring accuracy. The
results of this analysis will be discussed with the Inspector General © review what additional
actions may be necessary during the initial implementation period. In addition, a daily review
of General Ledger postings will be established to idennify possible misclassifications. As
experience and confidence is gained this review may become less frequent.

Recommendation 3: A reorganization proposal is under development for submission to the
Committee on House Oversight by February 29, 1996,

Recommendation 43 The individual policy issues are being addressed and the resulting
policies and procedures will be documented by March 4, 1996. Ower the remainder of the year
these will be assembled into financial policy and procedures manuals. The items for future
consideration require close coordination with other offices. Discussion and planning with these
offices has already begun.
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