AOT FY 2006 MEETING 1

MEETING MINUTES


	DATE: 2/9/06

	ATTENDEES; Dot Sugiyama, Denise Sheehan, Betty Buxton, Michael Brown, Debra Burrell, Charlene Raphael, Kathy Marshall, Allan Roit, Angela Herring, Barbara Newman, Mike Fansler, Brendon Despres,  David Behler, Mary Josie Blanchard, Bob Berman , Jeff Holdrun, Louis Mauney, Carl Roberts, Grant Thornton: Kathryn East- Fausnaugh , Bob Misch, Ramsay Tanham,  Jessica Rancourt , Fernando Ayala, Joe Gurney and bureau FERC reps.

	DECISIONS

	· 

	ACTION ITEMS

	WHAT                                                                                                WHO              WHEN

· Bureau “homework” for linking ABC/M to DOI strategic          Bureaus         For next 

plan measures                                                                                                    AOT meeting
· Let Dot know items that you would like to add to the                 Bureaus         By 2/16/06

AOT meeting topics list 
· Need to revise work activities 61, 63, 64, 83 so they reflect          AOT             For next

      HSPD-12 requirements in the work definitions                                                 AOT Meeting



	PARKING LOT ITEMS

	· 

	DETAILED MINUTES

	Topic 1: Introduction and Agenda (Dorothy Sugiyama)

	· This meeting will be issue focused, not discussing how to evolve the DOI ABC activities and outputs

· Agenda:

· Relationship of the DOI Work Activities to the Strategic Plan

· Budget, Cost and Performance Initiative – Engaging the Effort

· PMB Business Conference in May/June 2005 for Bureaus/OS ABC Presentations
· Capturing HSPD-12 Costs in ABC
· Capturing FERC-Related Costs in ABC
· Want to compile a list of topics for future meetings

· How do we treat outputs over multiple fiscal years

· Costing outputs

· Let Dot know by next Thursday items that you would like to add to the AOT meeting topics

· Comments:

· The MIT meeting has HSPD-12 on the agenda; FWS will provide feedback to MIT on how AOT will treat HSPD12.

	Topic 2: Linking DOI Work Activities to the Strategic Plan (Dorothy Sugiyama)

	· Proposal: Make all DOI work activities cross-cutting, i.e. any DOI work activity can link to any end outcome goal, or multiple end-outcome goals
· In working through the crosswalks, there has been some difficulty in fitting the work performed within bureaus to a DOI work activity under the appropriate end outcome goal.; in some cases, bureau activities support more than one end outcome goal (e.g. maintenance activities at NPS)
· Current method of linking one DOI work activity to only one end outcome goal too rigid – creates situation where linking work with DOI work activity under end outcome goal on “best fit” basis

· End outcome goals should show the work done to execute it, rather than force-fit to one goal based on a business rule
· Comment that Nina and Rich indicated that if we can model this accurately then we can try this

· Refer to NPS’s crosswalk: 

· DOI 02 can go to two places; it can go to PEO 1 or Sustaining the Organization

· DOI 06 can go to PEO 1 or PEO 2

· Proposal is that association will be based on bureau work activity linkage to end outcome goal – i.e., association of bureau work activity to end outcome goal will drive linkage of DOI work activity to end outcome goal

· DOI will use bureau crosswalks and bureau-provided algorithms/percentage assignments to cost DOI work activities to goals (algorithms/percentage allocations must have rational basis – “not guesstimates”)
· Questions/Comments:

· Cross-cutting evolved because one to one mapping did not work for everybody
· Theoretically everything could be made a cross-cut and the bureau would determine assignments/allocations 
· How the Department assigns costs would be based on the bureau crosswalk; we would need algorithms or allocations on how the cost is broken up between EOGs as is done with construction and maintenance.

· Do we need a valid statistical analysis? How many people in the room can do this?
· If we do not need to link our bureau activities to more than one EOG do we have to?

· No, if the one to one mappings work for your bureau then you should keep them as is
· How do you tie budget line items to end outcome goals when the methodology for associating activities to goals changes every year?
· NPS provided an explanation of their approach to linking costs to goals; done by each park individually  

· NPS conducts an analysis of activities to goals based on the park capacity. The difference isn’t park year to year the difference is park to park and occurs year to year. NPS can go in and see that this remains consistent park to park, year to year.

· At this point it is still a proposal and we will talk about this next meeting.

· Some AOT representatives expressed concern over this proposal, outlining the fact that there could be way too many permutations and that we may be heading down a “slippery slope” by taking this route

· As a response to this concern it was noted that this is on a bureau by bureau basis; some bureaus may feel that for their information to be captured correctly these additional steps, though labor intensive, would be necessary

	Topic 3: Budget, Cost and Performance Initiative – Engaging the Effort (Introduction Dorothy Sugiyama and Speaker Kathryn East- Fausnaugh)

	· Dot posed the question: How should the DOI ABC work activities link to performance measures in the Strategic Plan? In thinking about the issue it brought further questions:
· Are any bureaus costing performance measures now? Yes, relating to output measures in the Strategic Plan

· How are the costs for these measures determined?

· Is there a relationship between these output measures in the strategic plan and the workload output measures in ABC?

· Is there a relationship between the output and outcome measures in the strategic plan?

· If output and outcome measures are “related”, can the outcome measures be costed through the related output measures?

· Questions/Comments:

· Deputy Secretary Griles memo states we should use ABC to link budget and outcomes to performance measures.

· Should we start over to get back to basics?

· The AOT already agreed they are not going to cost measures in the current Strategic Plan

· What has changed is the discussion on the performance side of the house; there is also pressure from OMB
· The Strategic Plan does not meet all the requirements of A-11; need performance goals.  Performance goals need to be costed.  These are performance measures with dates and specific targets.
· We have done a vast change and promised bureaus that we would not cost performance measures.

· Is this method auditable?  If performance measures are audited and unit costs are generated from ABC, is ABC auditable?  We are not claiming that ABC costs will be reconciled with our financial records.   It is not clear if this is meant to be an additive thing.  This takes us to some grey/scary area such as GAO, IG, KPMG 
· What if we try this as a pilot for some bureaus?

· We are not going to take this down to lower level; we would need to completely restructure to do that.  We take it from the lower level to the higher level – have tiered to cost performance; NPS is still struggling with that. 

· This a change in policy 

· Our bottom line doesn’t match the accounts bottom line in financial statements because ABC doesn’t cover all costs.  

· There was a feeling from the AOT that moving ahead on the new initiatives of trying to develop high level product and services does not make sense since there are issues with the current system.  Some bureau representatives felt that it would be better to view and analyze the data prior to starting something new.  Lets see if what we have works.  To push forward on something just to get a green score from OMB should not be the driver behind the initiative.  It was also mentioned that someone from PPP also be involved in the meeting to speak on the performance side.  Though it was mentioned that bureaus do not have valid cost data and cannot provide unit cost for their own outputs it is still important for the DOI to demonstrate this capability at the department level.  Bureaus have been given credit on the scorecard for costing measures through other systems.
· OMB is not driving this; we are doing ABC because we wanted to do ABC
· It can not be done validly.

· Part of the decision is whether it should be done now or later 

· This initiative is looking at how it can be done.

· After we have done an evaluation period.

· It will provide feed back on how the concept of applying product and services to provide unit cost can be used by the department.  We will move forward with what works and does not work.
· There was discussion on developing unit cost and having to answer to the auditors.  BLM provided their experience in with KPMG wanting to review documentation on how MDA and financial statements were developed.  They were very stringent in how numbers were gathered and internal controls.  It highlighted the need to document the method of how unit cost are developed.
· Grant Thornton is engaged with the Department to assess bureau alignment, formulate ABC/M integration methodology, and assess data validation and verification in support of BPI:
· Overall vision of the project is to link budget, cost and performance information that enables DOI and its bureaus to practice sound program management

· The short term project goals are:

· Alignment: assessing the current Bureau alignment to DOI strategic plan end outcome and measures

· Looking at the bureaus Ops Plan goals and bureau measures and how they align to the strategic plan.  The analysis will provide Rich  all the current bureau measures and any variation of bureau measures compared to the strategic plan measures.
· Provide Rich a list of gaps in the Department Strategic Plan

· Integration: Developing a methodology to integrate ABC and performance measurement. 

· Implementation strategy – methodology is on discussion; how it is done will be determined/ when it is done will be documented in the implementation plan that is delivered to the department at the end of this task

· We haven’t started this particular task

· Verification: Assessing the Bureau data validation and verification process for collecting, reporting performance data to support the PAR.
· This is in response to a weakness identified during audit of not being able to justify how performance data are collected and reported to the department.

· The current state: DOI ABC/M activities are linked to end outcome goals only; there is no mapping to end outcome measures. 
· This does not allow for marginal costing.
· Budget and Performance Integration Requirements:
· Dot went through past memorandum and found one from January 16, 2002 delivered by Deputy Secretary Steven J. Grilles outlining the direction for department-wide Activity Based Costing (ABC) implementation. One of the eight principles outlined for ABC was to tie “the Department’s Strategic Plan outcomes to performance measures and budget using ABC as a tool.”

· Compliance with Federal initiatives and/or requirements:

· The PMA

· The OMB A-11 circular

· OMB Management Memoranda

· Go High-Risk Series, Special Publications and Regular Publications

· OMB PART Instructions

· GPRA

· FASAB #4

· Kathryn highlighted within the “Getting to Green” in budget and performance integration (BPI) the mandate to report the full cost of achieving performance goals accurately in budget and performance documents and accurately estimating the marginal cost (+/- 10%) of changing performance goals.

· Future State: Enable budget and performance integration by linking ABC/M activities and outputs to DOI end outcome measures; enabling marginal costing and “what if” scenario planning budget. 
· How do we do this in a way that we do not make all previous work done irrelevant?
· Proposed method for linking ABC/M data to performance: 
· Develop high-level “key” products/services that can be linked to DOI strategic plan measures

· Exist independently of Strategic Plan structure

· Can be mapped to DOI Strategic Plan for FY07 to FY12 when finalized; products and service will be aligned to Intermediate Measures and End Outcome Measures

· Why this approach?

· Look at the definitions and create common language and measurement of key products/services within DOI

· Provides flexibility in linking to strategic plans in the future

· Allows for meaningful, high-level unit and marginal costing information

· Questions/comments:

· Nina - Isn’t this a fundamental shift in how we are approaching this?  It will no longer be a one-to-one mapping from DOI activities to EOG.

· A DOI Activity would be mapped against the EOG it actually supports.  Bureaus have to make choices of what they link their bureau work activities too.  But in some cases DOI activity could be applied to one or more EOG.  Currently we are getting data we think people may be trying to force fit.  Also the model has consistent activities but not consistent outputs at bureau level.  If high-level product and services are develop which represents what DOI provides to their customers, then output inconsistency at bureau level becomes less of an issue.  
· Proposed methodology to link ABC/M costs/outputs to DOI EOMs:
· ABC activities and costs link to ABC outputs/workload measures; ABC output/workload measures link to “key” products/services (cost and measure); those “key” products and services link to DOI end outcome goals and measures

· Questions/comments:

· What would be a methodology based on how we can do this?

· It would have to be something meaningful

· Then Strategic Plan has to be made/changed and part of this model?

· Define what we do at BLM; those were our key products and services

· What you are trying to do is redefine activities? No, we are not.
· We are not going to redefine activities or the Strategic Plan then fill in the gap?

· You would have to take as many sub-activities and create permutations

· This is where we would get heavy into the IT side

· FWS synonymous with products and services like an output.  Identified key things that need to happen in order to get to that ops plan goal.

· An example of Product and Services aligned to End Outcome Measures:

· See slide 7 for visual linkage between DOI ABC activities and costs mapped to ABC Output/Workload Measures/”Key” Products/Services (cost and measure).  Examples of “key” products/services are “acre-feet of water delivered (common output), million of board feet of timber sold (common output), megawatt hours produced (common output).”
· Questions/comments:

· There has to be budget sensitivity.  The laws of diminishing return will apply in some case between budget and performance.  You can increase the budget but you can’t increase the output.  For example you may increase the budget, but will not increase units water being delivered (BOR).  Context will determine if there is a correlation between increase in budget and/or sensitivity to improved performance
· When add tiered helps qualify the data and adds flexibility
· Meeting business rules but doesn’t reflect what is going on in the field

· Bureau “homework” for linking ABC/M to DOI strategic plan measures:

· Identify bureau issues with the product and service development methodology
· Provide suggestions and comments on the proposed “key” DOI products and services (looking at an implementation framework)
· Identify implementation issues for your bureau concerning the proposed “key” products and services methodology
· Identify potential impacts on existing DOI efforts underway within your bureau.
· Questions/comments:

· A particular measure at the department does not make sense without the context

· Create something that allows meaningful level for what the department has to report

· Don’t want to put bad data out there 

· DOI outputs inform key products and services.
· Fundamental shift in business rules

· Must we track bureau and DOI outputs as well as products/services?  Too many things to track.

	Topic 4: PMB Business Conference – May/June 2005 Bureaus/OS ABC Presentations (Dorothy Sugiyama)

	· This conference is set to take place in late May or early June either in Baltimore or Philadelphia depending on where we can procure enough breakout rooms and appropriate conference rooms

· Each bureau will present how they have used ABC/M information to inform decision-making OS will prevent vision of Budget Performance Integration
· Possibly the 3rd week in May or the 1st week in June at the Baltimore Harbor Area

· Not locked in

· Still looking for a place that can house the event

· Competing for space 

· There will be two 90 minute bureau focused workshops and one 60 minute OS workshops (Rich, Dot and Dianne)

· Bureau workshops will be a panel of four bureaus presenting with one bureau ABC/M application features in each session

· Bureaus to select who among them will be featured

· Need two bureau volunteers (FWS volunteered)

· The Department will present the Department vision for BPI and discuss the roadmap for BPI. The roadmap will touch upon BPI accomplishments in each area, including the task the Department has partnered with Grant Thornton, re building the performance management hierarchy and linking budget and performance.

· Questions/comments:

· Is it a requirement for all bureaus to attend? Consider the event a requirement.

· Why don’t we have this meeting in DC?

· Need to also consider that this is graduation season, has there been any thought to changing the timeframe?

· FWS include HR piece/automation warehouse

· Need two volunteers by next Thursday to get the write-ups out advertising the topics and speakers

	Topic 5: Capturing HSPD-12 Costs in ABC (Dorothy Sugiyama)

	· Question from OSM: Should there be separate Department ABC work activities for HSPD-12? Where should HSPD-12 related costs be reflected in DOI ABC work activities?
· HSPD-12 addresses IT security and security clearances for contractors and government personnel

· OS capturing costs against Sustain the Organization activities: 

· DOI work activity 61 – “Support Human Resources Activities” for processing government personnel security clearances

· DOI work activity 63 – “ Provide Procurement Services” for processing contractor security clearances

· DOI work activity 83 – “Secure IT”

· Should we create a DOI physical Security ABC activity under which all HSPD-12 work related to physical security would be captured?

· Unless the work associated with HSPD-12 meets ABC materiality criterion (e.g.>$2M) separate DOI work activities not required 
· Should HSPD-12 be a special interest activity?

· Questions/comments:

· BLM says where paying for space link it to 64; HSPD-12 would be a subset.

· Use existing structure
· Recommendations:

· 61 – process security clearances for government personnel

· 63 -  process security clearances for contractors

· 64 – Facilities space management – all machinery put in place to deal with HSPD-12 (readers, etc.)
· 83 – IT security

· Need to revise work activities 61, 63, 64, 83 so they reflect HSPD-12 requirements in the work definitions.

· No additional activities for HSPD-12

· Capture HSPD-12 costs in project codes under existing activities

	Topic 6: Capturing FERC-Related Costs in ABC (Introduction Dorothy Sugiyama and Speakers from Environmental Policy and Compliance and Policy Analysis)

	· Question: Should there be separate DOI ABC work activities to capture the costs of work we do related to FERC?
· Bureaus have separate ABC work activities for FERC. These activities are not the same from bureau to bureau, but describe what they do related to FERC

· Interest in documenting FERC-related work by work activity is for cost recovery

· How should FERC-related costs be captured?

· Coupling of work activities and project codes?

· What is now captured in our accounting systems?

· Would ABC capture all FERC-related costs (e.g. BOR not reporting admin funded costs in ABC)

· What are we legally required to report to FERC?

· Background of FERC

· Federal power act provided for the licensing of power activities; under Section 18 of FWS and Sec 18 interests in land

· Collects Fees from applicants

· Recover the reasonable and necessary cost through future appropriations

· New change in law that provides that any party may request hearing of material fact

· Energy Policy Act will increase cost for FERC

· FERC charges different rates for hydroelectric

· City of Tacoma sued FERC to better analyze agency costs

· This court decision underscores the inability to develop reimbursement cost that cannot be challenged.
· The amount is roughly around 50.6 million a year

· If we decide we want reimbursement need to develop an approach for reimbursement through congress

· Draft guidance internally by May

· Add any codes by this October

· There are downsides (can choose to go against – litigation) and upsides (greater money) in whether we want to seek reimbursement costs

· There is an MOU in draft with Commerce and Agriculture to pursue cost reimbursement
· Questions/comments:

· Do we want to seek these costs?

· Do we want to define what is reasonable and necessary?
· Can we consolidate existing ABC cost mapped to different bureau codes and create one DOI ABC code?

· Do we coordinate with other two Departments (Commerce and Agriculture) we are doing this with as far as timing?

· 
· When pursued in the past not enough specificity or coordination with other bureaus

· Data is completely consistent with Federal cost and accounting standards; standards are broad and allow a lot of different ways to collect information, whether this is adequate for billing purposes has not been addressed.

· Minor change to current legislation; those dollars go to fund through Federal agency; whether you get reimbursed depends on the development of your billing process

· Widespread agencies calculations; extraneous things  -- legal fees, grants

· Issue of getting money through process doesn’t drive methodology and getting cost

· BLM same process that is used to arrive at this is the same process that we arrive at reimbursable

· Not a matter of systems adequate, but are people charging to it?
· If there have been errors identified; whether people are properly charging

· Policy established on what would be reasonable and necessary to charge to FERC.

· Those are policy issues (absent to coding issues)

· These are the things that would be considered reasonable and necessary cost

· Need guidance and then people will charge there

· If the only report that FERC sees are traditional accounting reports how do power companies refute that?

· FERC can’t simply accept; FERC needs to make sure there is a process

· Legislation requires report cost of agency with complying with this part of the act.

· Most answer the question: Would you have done this if it weren’t for the act? If no then include this as FERC cost
· See Section 803E

· 80% of what is now on the table is outside the scope of ABC

· Are we going to track FERC as an ABC activity or a program?

· Different bureaus may treat this differently within ABC based on their mission

· What is being charged is the fundamental issue

· BOR has the cost accounts in place; need cost guidance, was not aware of the reimbursable issue

· The judge in the Tacoma case didn’t think the costs were appropriate

· Like idea of tying this into mission that makes a lot of sense.

· We may spend more time in court

· Anticipate that we need to have a consistent definitions

· We don’t have funds in our budgets for litigation; this can drag on for years

· NPS has 6.5 FTE towards this effort; how we need to be justifying this cost; what kind of records do we need to be keeping?

· Will do this as policy focus; AOT expertise would valuable.
· What are the bureaus costs reported on?
· The documentation is there; whether it’s a PE code or project as long as it’s identifiable

· Those are policy issues not an ABC issue 
·  PPA and OIEP should develop business case for ABC activities for AOT review
· Suggest PPA sit down with the PFM and explore this a little further.
 


