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He said his administration used a film company to stage the release
of six Americans from the Canadian Embassy during the Iranian hostage
crisis.

"I think that's what's going on in Nicaragua," he said.

Carter tocld the editors and publishers he has no idea who the

Democratic nominee for president will be in 1988.

"If T had my own choice of the person who could win, I would
choose Sam Nunn," he said. "My guess is, he won't run, but it's very
difficult mathematically for the Democrats to win without strong support
in th South. I think Nunn can do as well as any Republican candidate in
the South.”

He likened Nunn's philosophies to those he supported in his
presidential races in 1976 and 1980 _ progressive in arms control,
dependence on negotiations instead of troops in dealings with other
countries, conservative increases in military spending and strong belief
in human rights.

Democrats have a good chance to take the White House in 1988
because "Reagan will not be running with his high popularity, which I
don't think is transferable to ... whomever the Republicans choose."



October 27, 1986

DONALD T. REGAN:

FYI -- The attached is being
forwarded to the President
on Tuesday.

David Chew
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THE WHITE HOUSE

WASHINGTON

October 22, 1986

MEMORANDUM FOR THE PRESIDENT

FROM: PAT BUCHAN

The Great Man speaks on Reykjavik; De-fund the Library!



Sat 18-0Oct-86 14:51 EDT
Carter: Reagan made big mistake in arms talks

ATLANTA (UPI) _ Former President Jimmy Carter said the Reagan
administration thwarted its weapons talks with the Soviets by clinging
to Star Wars and refusing to consider a halt to testing.

Carter also accused the government of using private companies to
cause unrest in Nicaragua and added in a wide-ranging interview that he
would support Sen. Sam Nunn, D-Ga., for president.

Carter said Reagan was not prepared to give up as many nuclear
weapons in a push for peace as was Soviet leader Mikhail Gorbachev.

"I don't think they were prepared for Gorbachev's willingness to
put (far-reaching proposals) flat on the table and say, *Here they
are," ' he said. "He put the whole thing on the table and said, *I'l1l
accept all of this provided you will accept a strict interpretation of
the ABM treaty for 10 years, which I think would preclude some very
vital tests in the air and space for some of the Star War components."

"I have always thought Star Wars was a big mistake. My judgment is
President Reagan missed a wonderful opportunity," Carter said in an
interview with Cox Newspapers officials that was published in The
Atlanta Journal and Constitution Saturday.

Carter also accused Reagan of misleading the world by implying the
space-based Strategic Defense Initiative, popularly called Star Wars,
will be as good a deterrent to nuclear war as arms reduction.

He said he was in a wilderness area in Michigan last weekend during
the weapons talks and got an emergency call from the
administration about the talks in Reykjavik, Iceland.

"It was one of the rare times in the last 52 years that I've been
called by the White House," he said, adding he was cold and soaking wet
because he had been outside. "And my impression is that Gorbachev came
to Iceland very carefully prepared to present some startling proposals _
startling to me."

As Admiral John Poindexter, national security adviser, read
Gorbachev's proposals, "I said, *That's great, I can't believe it. It's
wonderful," ' Carter said.

"After about 30 or 45 minutes, he finally said, *The president has
decided to reject all of these opportunities because Gorbachev insists
on a stringent interpretation of the ABM treaty." '

Carter said he believes the treaty allows testing of nuclear
weapons on the ground, but not in the air or in space.

He said he believes Reagan wanted only to agree on a reduction in
intermediate range missiles and save other meatier matters for a

"politically popular summit."

Carter also criticized Reagan's Nicaraguan policies and said the
government is at the root of Central American unrest.

"There's very little doubt in my mind that what has been going on

in the mining of harbors, the preparation of the pamphlet encouraging
murder, and the delivery of weapons to the contras _ that our government
has been directly or indirectly involved," he said.

Carter said the Central Intelligence Agency often uses private
companies to conduct its business, including trucking, airline and
motion picture firms.



He said his administration used a film company to stage the release
of six Americans from the Canadian Embassy during the Iranian hostage
crisis.

"I think that's what's going on in Nicaragua," he said.

Carter told the editors and publishers he has no idea who the

Democratic nominee for president will be in 1988.

"If I had my own choice of the person who could win, I would
choose Sam Nunn," he said. "My guess is, he won't run, but it's very
difficult mathematically for the Democrats to win without strong support
in th South. I think Nunn can do as well as any Republican candidate in
the South."

He likened Nunn's philosophies to those he supported in his
presidential races in 1976 and 1980 _ progressive in arms control,
dependence on negotiations instead of troops in dealings with other
countries, conservative increases in military spending and strong belief
in human rights.

Democrats have a good chance to take the White House in 1988
because "Reagan will not be running with his high popularity, which I
don't think is transferable to ... whomever the Republicans choose.”
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MEMORANDUM FOR THE CHIEF OF STAFF

FROM: FRANK C. CARLUCCIM

—_ L H - T o~ P N TV e el - o

SUBJECT :

Background

Carter has just returned from an extended trip to the Middle
East. In two weeks of discussions in Algeria, Egypt, Syria,
Jordan, the West Bank, and Israel, he sought to demonstrate his
personal commitment to realizing one of the great unfulfilled
aspirations of his Presidency--a comprehensive Middle East peace
settlement. Carter publicly contrasted his own commitment with
what he alleged to be the passivity of the Reagan Administration,
although he did praise the September 1, 1982 Initiative. He did
not brief our Ambassadors in detail about his private meetings at
each stop (except for Syria, where he gave a more forthcoming
account). A short summary of Carter's reports of his private
conversations is at Tab A; Tab B provides excerpts from his
public statements on U.S. policy.

In general, Carter was very warmly received, and cleverly
exploited, by his Arab hosts. Arab governments and media seized
the opportunity to profess their dedication to peace--and to join
Carter in criticizing the Reagan Administration for its weak
diplomacy and unwillingness to pressure Israel. The net effect
in the Arab world was mixed, stimulating greater enthusiasm for
the peace process but encouraging Arab governments (and the PLO)
to lay the blame for stalemate at the U.S. doorstep and continue
to avoid the tough, substantive choices that they must make
before there can be any hope of serious progress.

Looking Ahead

Carter returns to the U.S. convinced: (1) that there is an
emerging Arab consensus--which includes Syria--in support of a
constructive international conference and a negotiated settlement

~SECRET——
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with Israel; and (2) that the Administration has an opportunity
to revitalize the peace process if it would make the Middle East
its top foreign policy priority after the U.S.-Soviet
relationship and arms control. Specifically, Carter is likely to
press at breakfast for a greater effort to engage Syria; to talk
to the Soviets and others seriously about an international
conference; and to appeal more directly to the Palestinians and
the PLO (perhaps by publicly acknowledging the Palestinian right
to self-determination within a confederation with Jordan). He is
less likely to address the problems he faced in Israel, or to
dwell on inter-Arab differences over key substantive and
procedural issues.

In response, George will review for Carter the President's
renewed efforts to implement the September 1 Initiative. You
should join in emphasizing our seriousness; note that we
recognize the politically important roles of Syria, the USSR, and
the PLO; but stress that we judge their commitment to peace by
their actions, not simply their words. It would also be worth
noting that Carter's deep association with Middle East peace
efforts equips him to play a positive, private role in the
process--but that public criticism of the President and
exploitation of this criticism only undermines our current
efforts. It helps the parties in the region to pass the buck and
evade the difficult decisions that would make serious
negotiations possible. If Carter wishes to be helpful, he ought
to press all the parties to act more realistically to resolve
their differences-~not just allow them to retreat behind the
convenient illusion that the United States bears primary
responsibility for the peace process.

Carter's criticism of current U.S. policy suggests that he has
forgotten some of the lessons of his own Presidency, where a
shared commitment by Egypt and Israel as well as arduous
preliminary talks on both substance and procedure were necessary
before Camp David became possible. Where there was no such
shared commitment or careful preparation (i.e. post-Camp David
autonomy talks), the process ground to a halt. This is the
essential point that should be discussed with Carter at
breakfast.

Attachments
Tab A Summary of Carter's Private Talks
Tab B Excerpts from Carter's Public

Statements
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Former President Jimmy Carter has stepped up his strident 17(D
criticism Of‘PﬁOﬁédEﬂ%ﬂgzagan in speeches in the Middle
East. This breaks an unspoken agreement among former

Presidents of not attacking the incumbent Administration
while on foreign visits.

Mr. Carter is apparently seekihg political redemption in
advance of his party's attempt to.recapture the presidency
in 1988. He recently lent his name to a fundraising letter
for Ted Turner's Better World Society. Georgi Arbatov,

a member of the Central Committee of the CPSU, serves with
Mr. Carter on the group's Board of Directors.

'This mav be one of the few times in history (if not the
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DRAFT

Octobe§/67/1;87

Dear Dr. Filosa: ;dw;”,w

I have reviewed your proposal for a/seriesg
sonve¥rsation. There is merit in trying fo provide forums for our
countrv's former chief executives to discuss issues of importance
directly with the American people.

As the Presidentibegins consideration of his activities
post-1988, this is a proposal that should be reviewed. I would
appreciate any follow-up information that you receive from the
three former Presidents.
b L A NbiT trstes,

Sincerely,

HHB

Dr. Gary Fairmont Filosa, Jr.
Box 2174
Palm Beach, Florida 33480
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22 September 1987

The Honorable Howard H. Baker, Jr.
Chief of Staff to the President
THE WHITE HOUSE

Washington, D. C.

Thank you, Howard,

for your letter dated 8 September 1987 in reference to
the nomination of Judge William Steele Sessions to the
FBI. He is and was an excellent choice.

If you feel the enclosed proposal has merit, I would ap-
preciate your sharing it with the President. It is important
that his current conversation with the American people con-
tinue after he exits the White House.

With warm regards.






21 September 1987

The Honorable Jimmy Carter
Plains, Georgia 31780

Good morning, Mr. President,

In 1989 we will have four living former Presidents of the
United States. This historic reality provides the American
people with a potential wealth of unique consultation on
the business of the nation.

What is needed is an appropriate vehicle to bring the people
together periodically with their four former Chiefs of State.
Surely it is important that former Presidents converse with
American populance on subjects of mutual concern. It is a
periodic interchange which can only benefit both.

Four former Presidents 'speaking frankly” (to quote the 1late
Jimmy Byrnes) to the American people on issues of the day
will elevate, clarify, and fortify, debate and our democra-
tic institutions.

I believe we have such a vehicle. It is a weekly half-hour
prime-time television series, CONVERSATIONS WITH AMERICA, each
week featuring one former President in an informal 24-minute
"fireside chat'" with the American nation (and the world).

President €Carter one week, President Ford the following week,
President Nixon the next week, and finally President Reagan
the fourth week. Each of our four former President speak every
fourht week to America on a subject of his own choosing.

To facilitate your participations we would send the production
crew to where each you might be whether at home or in Paris,
You and you alone select the subject matter of your '"conversa-
tion with America.'" You and you only have final okay on the
edited broadcast version of each of your own segments.

We would pay each of you an emolument of $300,000 per year for
your participation plus a ten percent ownershlp of the series.
We would pay $60,000 a year to a person of your choice, who
would report and work only for you, as your aide for this series.
Each of you would have a veto on sponsorship, although we anti-
cipate having IBM and/or XEROX.

Although this letter is addressed to you, President Carter, it
is also intended for your three peers. I ask each of you to let
me have your feelings. We could start soon without President
Reagan, or wait for him. I will await your counsel on this.

DR. GARY FAIRMONT FILOSA II
BOX 2174
PALM BEACH, FLORIDA 33480 305-832-4420




The Honorable Jimmy Carter 21 September 1987 page two

Many years ago I discussed this concept with my late godfather,
United States Senator George Aiken of Vermont, when both Presi-
dent Truman and President Eisenhower were with us, but Presi-
dent Truman was unable to participate due to health.

The time is perfect today.

My curriculum vitae is enclosed,.

Sincerely,

€ncs:

ccs: The Honrable Gerald Ford
The Honorable Richard Nixon
The Honorable Romnald Reagan
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FILOSA, GARY FAIRMONT RANDOLPH DE VIANA, 11, financier; b
Wilder, V., Feb. 227 1931; 5. Gary F.R. de Marco de Viana and Rosaline M.
(Falzarano) Filosa: divorced; children: Marc Christian Bazire de Villadon, 111,
Gary Fairmont Randolph de Viana, [1]. Grad., Mt. Hermon Sch., 1950; Ph.B.,
U.Chgo. 1954, B.A.. U. Americas, Mex., 1967, M.A., Calif. Western U., 1968:
Ph.D.LU.S Internat. U.. 1970. Sports reporter Claremont Daily Eagle, Rutland
Herald, Vi. Informer, 1947-52; pub. The Chicagoan. 1952-54; account exec.,
cditor housc publs. Robertson, Buckley & Gotsch, Inc., Chgo., 1953-54
account exec. Fuller, Smith & Ross, Inc., N.Y.C., 1955 editor Apparel Arts
mag (now Gentlemen's Quar.), Esquire, Inc., N.Y.C., 1955-56; pres.. chmn.
bd. Teenarama Records. Inc., N.Y.C., 1956-62, pres., chmn, bd. Filosa Publs.
Internat.. N.Y.C., 1956-61, Los Angeics, 1974-83, Palm Beach, Fla., 1983—,
pres. Montclair Sch., 1958-60, Pacific Registry, Inc., Los Angeles, 1959-61,
Banana Chip Corp. Am., N.Y.C., 1964-67; ¢xec. assl. 10 exec. producer Desilu
Studios, Ing., Hollywood. 1960-61; exec. asst. to Benjamin A. Javits, 1961-62;
dean adminstrn. Postgrad. Center {for Mental Health, N.Y.C., 1962-64; chmn.
bd.. pres Producciones Mexicanes Internationales (S.A.), Mexico City.
1957-68, chmn. bd., pres. Filosa Films Intermnat., Hollywood, 1962-74, pres.,
Newport Beach, Calf., 1975-83, Palm Beach, Fla., 1984—, pres. Casa Filosa
Corp.. Palm Beach, Fla., 1982-86; dir. tng. Community Savs., F.A., Riviera
Beach, Fla., 1983—; chmn. bd., pres. Cinematografica Americana Interna-
nonale (S.A.), Mexico City, 1964-74; dir. tng. Communily Savings F.A,,
Riviera Beach, Fla., 1983—; v.p. acad. affairs World Acad.. San Francisco,
1967-68. asst. headmaster, instr. Latin Bishop Sch., San Dicgo, 1968-69; asst.
1o provost Calif. Western U, San Diego, 1968-69; assoc. prol. philosophy Ant
Coll.. San Francisco, 1969-70; v.p. acad. affairs, dean of faculty Internat, Inst.,

Phocnix, 1968-73; chmn. bd., pres. Universite Universelle, 1970-73; bd. dirs., 44 [h Cdiﬁ()"

v.p. acad. affairs, dean Summer Sch., [nternat. Community Coll., Los Angeles,

1970-72; chmn. bd., pres. Social Directory Calif., 1967-75, Am. Assn. Social
Directones, Los Angeles, 1970-76; pres. Social Directory U.S., N.Y.C., — (
1974-76; chmn, bd. Internat. Assn. Social Directonies, Pans, 1974—; surfing )

coach U. Calil. at Irvine, 1975-77; instr. history Coastline Community Coll.,
Fountain Valley, Calif., 1976-77; v.p. Xerox-Systemic, 1979-80. Pub.: Rustic
Rhythm mags., Tecnage, Teen Life. Rock & Roll Roundup, Stardust,
Personzlities. N.Y.C., 1956-61; editor: Sci. Digest, 1961-62. Author: (stage
play) Let Me Call Ethel, 1955, Technology Enters 21st Century, 1966, musical
Feather Light, 1966, No Public Funds for Nonpublic Schools, 1968, Creative
Function of the College President, 1969, The Surfers Almanac, 1977, Payne of
Florida (TV series), 1985, The Filosa Newsletter, 1986—. Contbr. numerous
articles 1o mags., and profl. jours. and encys. including Sci. Digest, World Book
Ency.. Ency. of Sports. Candidate for Los Angeles City Council, 1959; chmn.
Publishers {or John F. Kennedy, 1960, Educators {or Reclection of vy Baker
‘Priest. 1970; mem. cxec. and fin. com. Brown for Gov. Calif,, 1974, patron
Monterey Peninsula Mus. Art, 1978; mem. So. Calif. Com. for Olympic Games,
1977, Served with AUS, 1954-55. Recipient DAR Citizenship award, 1959;
Silver Conquistador award Am. Assn. Social Directories, 1970; Ambassador's
Cup U. Ams., 1967; resolution Calif. Legislature, 1977, Duke Kahanamoku
Classic surfing trophy, 1977; gold pendant Japan Surfing Assn., 1978. Mem.
U.S. Surfing Found. (pres. 1974-76), Internat. Profl. Surfing Fedn. (pres.
197477, 83—), Am. Surfing Assn. (founder, pres. 1960-78, chmn. exec. com.
1974-78, pres. 1980—), Internat. Amateur Surfing Fedn. (chmn. bd., pres.
1960-77. 83—), Am. Profl. Surfing Assn. (pres., founder 1960—). Internat.
Councall of Assns. of Surfing (founder, pres. 1960—), Am. Assn. UN, Authors
League, Authors Guild, Alumni Assn. U. Americas (pres. 1967-70), United
Shareowniers Am., Sierra Club, San Dicgo Zool. Soc., San Diego Opera Guild.
NCAA (bd. dels. 1977-82), AAU (gov. 1978-82), NEA, NAACP, San Dicgo
Hist. Soc., World Affairs Council San Francisco, Am. Acad. Polit. Sci., Mt
Hermon Sch. Alumni Assn., Western Speech Assn., U. Chgo. Alumni Assn.,
Omicron Lambda. Democrat. Episcopalian, Clubs: Chapultepec, Jockey
{Mexico City): Kona Kai (San Dicgo); Commonwealth (San Francisco);
Embajadores (U. of Amenicas, Puebla, Mex.); Los Angeles Athletic, Town Hall
(Los Angeles); Palm Beach Surf (Fla); Mt. Kenya Safari (Nairobi); Quarterback
(Honolulu). Address: PO Box 2174 Palm Beach FL 33480 And: PO Box 1315
Beverly Hills CA*90213 My view of life is based on a blending of two ancient
concepis: the Hellenic ideal of excellence and the full actualization of human
poteaticlities. and the, Febraic ideal of duty and responsibility. The first implies
a life of cspiration -and freedom, the second a life of discipline and self-control.
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Complex budget problems cannot be solved with simple
answers. A $1 trillion budget requires a more comprehensive
approach to budgeting than the checkbook balance one would use to
manage household finances. Adopting accounting principles that
would give the public and our elected officials a true picture of
where we are and where we are going would be a tremendous step
forward in ensuring the continued financial integrity and
prosperity for our nation. Most important, however, it would
finally bring accountability to the U.S. Government so that
public credibility in the financial and economic decisions made
in Washington would be restored and enhanced.





















Opinion

Robert L. Shultis, Executive Director

A Tale of Two Bills

Charles Dickens brought us A Tale of Two Cit-
/es about life in London and Paris nearly 200
years ago during the days of the French Revo-
fution. Since the old boy has been dead for well
over 100 years, | doubt that he will object to my
semi-plagiarizing the title as a lead-in to this
month’s column,

The “bills” mentioned in the title are lower-
case bills—that is, bills introduced recently in
the House of Representatives which, if passed,
could have a significant effect on us as accoun-
tants and as taxpayers. One looks good; the
other, in its present form, could be a reali
problem.

In case you haven't guessed by now, the first
of these is reproduced, in part, on the cover of
this issue of MANAGEMENT ACCOUNTING. It is
H.R. 4495, and was introduced by Congress-
man Joseph DioGuardi (R.-N.Y.) about whom
you can read more elsewhere in this issue. As
you will see there, Joe DioGuardi is one of a
very smali handful of congressmen who have
an accounting background and probably the
only one who has jumped directly from a Big 8
partnership to Congress.

Therefore, he knows whereof he speaks
when it comes to financial controls of an organ-
ization. His bill would set up the Office of Chief
Financial Officer in the Executive Office of the
President and establish an Office of Assistant
Secretary for Financial Management within
each executive department and an Office of
Controller in each executive agency. The pro-
posed title of the Act itself is *'Federal Financial
Management improvement Act.”

Does the federal government need improve-
ment in its financial management? Does it ever!
Here is the biggest business in the world and
there’'s no CFQ, by whatever name, to guide
and coordinate its activities.

The President’s Private Sector Survey on
Cost Control (the Grace Commission) reported
three years ago that there were 332 separate
federal accounting systems, of which 123, or
37%, were not in compliance with General Ac-

counting Office standards as required by law.
Of course, that was three years ago. Things
have improved since then, haven't they? Well,
a recent GAO report disclosed that the federal
government now uses 427 separate accounting
systems, of which 226, or 53%, are not in com-
pliance with GAO standards. The number of
systems not in compliance with GAO standards
has grown by 84%!

What about the existing accounting offices in
the federal government? What about the
Comptrolier General and the General Account-
ing Office, for example? Those titles are misno-
mers if there ever were any. They are really the
audit arm of Congress and, even there, only
about 25% of the audits are of a financial na-
ture. The Comptroller General is not a control-
ler within the usual meaning of the term.

The Secretary of the Treasury? Or the Office
of Management and Budget? No real account-
ing responsibility there, either. There is no per-
son ‘or group of people with overall financial
and accounting responsibility to help run a tril-
fion-dollar-a-year business! As accountants and
as citizens we should be ashamed of ourselves
for allowing this to exist.

For that reason, all of us shouid bring this
worthwhiie bill to the attention of our Congres-
sional representatives and express our support
for it. Could your business run very well without
someone responsible for the accounting and
finances?

Now let's look at H.R. 4886, which carries
with it the short title, “Financial Fraud Detection
and Disclosure Act of 1986.” It was introduced
by Congressman Ronald Wyden, with Con-
gressman Dingell and five other congressmen
as co-sponsors, at least five of whom are
attorneys.

This is a bill to amend the Securities Ex-
change Act of 1934 to require audits performed
under the Federal securities laws to include
reasonable procedures for financial fraud de-
tection, and to require that auditors report
fraudulent activities to appropriate enforcement
and regulatory authorities.” The bill would re-
quire that auditors conduct their work “‘in accor-
dance with specific and substantive procedures
that reasonably ensure the detection and re-
porting of any iliegal or irregular activity by any
director, officer, emplioyee, or agent of, or other
person associated with, the entity being audited
or examined.” All of this is supposed to end up
as a written report by the auditor to the SEC or
to any other federal, state or local enforcement
authority that may have jurisdiction.

There’s more, but that’s enough for starters.
Think about this for a minute and consider how

»
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Opinion

“

it might affect either the management

accountant or the public accountant.

® What would happen to the valuable
mutually cooperative relationship be-
tween auditor and client?

® What is an “‘irregular” activity?

® Are the auditors to be put in a posi-
tion of defining what is legal and
what isn’t? What is fraud and what
isn’t?

® What is “a weakness” in internal con-
trol? (The auditors must report on
any such weakness.)

® What happens if the auditors don’t
find a fraud, which then turns up
later?

o If passed, what would happen to the
audit fees? How about legal fees?
As 1 said, those questions are just for

starters. In his floor statement, Con-

gressman Wyden cites the usual well-

Reprint From Management Accounting/ August 1986

known cases such as the “intricate and
blatantly illegal shell game at ESM
Government Securities that ultimately
brought down the entire state-insured
savings and loan industry in Ohio,” (his
words) as rationale for his bill to safe-
guard the public. Again, using his
words: “Hundreds of thousands of in-
vestors and creditors were out hundreds
of millions of dollars.”

There have been cases of management
fraud. There have been cases of auditor
deficiency. No one can deny that. No
one and no law can guarantee it won'’t
happen again. But a little perspective is
needed. The perspective I would like to
bring into focus is a comparison be-
tween the “millions” which Congress-
man Wyden cites and the billions being
wasted or uselessly spent by the federal
government, as cited by the Grace
Commission and the GAO.

There is an old expression that in
business ‘““you have to dance the fast
ones.” In other words, concentrate your

efforts on the big show—and in this
case the big show is the federal govern-
ment. All of us as taxpayers are getting
gored by monumental costs and it's
time some measures were taken to con-
trol or manage these costs.
Congressman DioGuardi’s bill (H.R.
4495) is a start in the right direction.
It’s an attempt to put some semblance
of order to a totally chaotic situation. It
deserves the support of all accountants
who know more than anyone the contri-
butions a capable CFO can make. Con-
gressman Wyden’s bill (H.R. 4886), on
the other hand, would, if passed, raise
costs, straitjacket an honorable profes-
sion and do little to improve the situa-
tion, which isn’t all that bad or perva-
sive to begin with. _

Note: You can obtain a copy of either or
both bills by writing to NAA, 10 Paragon
Drive, Montvale, NJ 07645-1760, Atten-
tion James Collier.

Copyright 1986 by National Association of Accountants, Montvale, N.J









Any good accountant taking a hard look at federal
budget management would tell his client—the tax-
payer—that safeguards were everywhere wanting.

Accessibility is nowhere discernible in a management ac-
counting system that is simply not working.

Well-intentioned efforts to reach Gramm-Rudman deficit
reduction targets and the ‘‘smoke and mirrors”’ means of
reaching such targets are painful reminders of the poor
quality of accounting in the Federal government. Some
systems are not in very good shape, and many don't tell us
if we’re making good decisions on cutting programs. All re-
quire a new form of management leadership.

There is nothing new about the problem per se. For years,
the General Accounting Office’s famous blue-covered
reports have been telling us the same story: our depart-
ments and agencies are a veritable jungle of special pur-
pose, incompatible, antiquated accounting systems produc-
ing unreliable, and often irrelevant financial information.
One of the latest GAO studies,moreover, reports that 53 %
of agency accounting systems do not conform to GAO ac-
counting principles, standards and related requirements.
The indicators, again, spell it out for us: Federal financial
management is in shambles and there is little accountability
to the American taxpayer for the revenues spent on their
behalf.

A bill we introduced in the House of Representatives,
the Federal Financial Management Improvement Act of
1987, is designed to put in place the linchpin of financial
discipline that is nowhere to be found in Washington.

The Federal Financial Management Improvement Act
would:

1) Establish an independent Office of the Chief

Financial Officer of the United States within the
Executive Office of the President for the purpose

of providing government-wide direction and co-

ordination of finanical management activities;

2) Establish an office of the Assistant Secretary

for Financial Management within each executive

agency; and

3) Create a Federal Financial Management Council

chaired by the Chief Financial Officer (CFO) and com-

posed of the Assistant Secretaries of each exec-
utive agency.

Other voices besides my own and that of the GAO
have called attention to the inadequacy of Federal ac-
counting systems and the lack of accountability inherent
in the existing Federal financial management system. The
Grace Commission dealt at length with the problem, and
one can also look to a September 1985 study by the
Systems Committee of the President’s Council on
Management Improvement concerning a ‘‘Strategic Plan
for Federal Financial Management.”

That study is unique in that it does not depend on the
assessments of outside critics. lts results come from those
on the firing line: financial management executives in

Federal departments and agencies. Those interviewed for
the study regarded less than 50% of governmental ac-
counting and financial reporting systems as capable of
producing timely, accurate and relevant information for
management decisionmaking. 61% of the systems cannot
provide the data necessary for assessing management per-
formance. 35% of the systems were considered incapable
of providing sufficient data to support the allocation of
funds, and 33% do not provide effective control over and
accountability for assets.

The extent to which the government as a whole departs
from basic accounting textbook requirements—to say
nothing of common sense—defies logic. An earlier GAO
study, Managing the Cost of Government, pointed out for
example, that agency budgeting and accounting for pro-
gram costs are largely done on different bases, and are
isolated from one another. Budgets are requested and
justified in terms of programs and projects, such as infant
health care or dams for flood control. Accounting and
other financial reports, however, often focus on ap-
propriations and categories of expenses such as travel or
personnel, without relating them to the particular pro-
grams or projects for which the money was requested
and approved.

As well as producing bad financial information, inade-
quate accounting systems are a pervasive source of
government waste—that bottomless use of the ““credit
card’”’ of government. But countless other instances of
costly financial mismanagement abound—the Grace Com-
mission found 47 volumes worth.

In the case of both faulty internal control evaluations
and faulty accounting system compliance assessments,
the GAO has cited the Office of Management and Budget
{OMB) failure to develop adequate guidelires as a prin-
cipal cause. But something more fundamental is at issue.
Despite OMB's best intentions, the development of such
guidelines may require more time, resources and exper-
tise—and the actual process more leadership—than OMB
can provide, or is likely to provide under the current
system. OMB’s lack of resources, and frankly, the secon-
dary role of financial management to budgetary con-
siderations, hampers the Office’s ability to give adequate
emphasis to financial management matters.

The management which Administration officials say is
alive and well in OMB is administrative management,
and they can justly take credit for helping to revive the
situation. Whether financial management is equally alive
and well is an entirely different question. It is a highly
specialized area which deserves independent, top level
attention in its own right.

it does not now have that status. Despite the number of
financial management improvement initiatives that have
been undertaken, no structure or mechanism has been
developed to improve financial management on a
government-wide basis and insure not only continuity of
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effort across successive administrations, but systematic
progress toward a set of established, long term financial
management goals.

Instead, almost the opposite is true. As the Grace Com-
mission and the President’s Commission on Management
Improvement have pointed out, financial management
leadership responsibilities and functions are seriously
fragmented and disorganized, resulting in inconsistencies,
overlap and duplication.

Federal financial management functions are split among
three central agencies in the executive branch: OMB, the
Office of Personnel Management (OPM) and the Depart-
ment of the Treasury, the various executive branch agen-
cies and the GAO in the legislative branch. None of
these entities has clear cut responsibility for oversight and
direction of the Federal government’s finanical manage-
ment operations and activities. In addition, financial
management responsibilities have frequently been shifted
from one central agency to another; and in each central
agency, financial management functions must compete
with a number of other assigned responsibilities for their
fair share of attention.

There is a missing link in the Federal government. The
financial management leadership void must be filled —

a CFO would achieve this goal.

Instituting a Chief Financial Officer for the United
States would be a quantum leap forward in addressing
the issue of Federal financial management accountability
and it is appropriate to highlight several key components
of the Federal Financial Management Improvement Act.

First, creation of an independent office for the CFO.
We have considered the difficult question of where a
CFO function should be placed. At one time or another,
OMB, the Treasury Department or a new office of
Federal Management have all been considered as alter-
natives. in my opinion, the best organizational approach
would be a new, independent office in the Executive Of-
fice of the President. History has shown that financial
management functions placed in other organizations do
not receive the attention they deserve.

Second, duties of the CFO. The CFO wiil have respon-
sibility for operational financial management leader-
ship—comparable to the responsibility accorded a con-
troller in the private sector.

Third, term of office of the CFO. Financial Managment
improvements have a long gestation period. Progress can-
not be interrrupted by changes in priorities and direction
from administration to administration. Obviously, a cer-
tain amount of dislocation will occur under the best of
circumstances, but | have attempted to insure maximum,
Jong term continuity by establishing a CFO tenure of ten
years.

Fourth, creation of the position of Assistant Secretary
for Financial Management. The establishment of this posi-
tion will ensure top level, department-wide attention to

Thereis a missing link in the
Federal government. The
financial management
leadership void must be filled
- a CFO would achieve
this goal.

the implementation of financial management initiatives
and activities at the agency level; eliminate inconsisten-
cies that exist among agencies in the status and structure
of financial management operations; and eliminate inter-
nal agency overlap, duplication, and inconsistency in
financial management activities.

Finally, creation of a Federal Financial Management
Council. This Council will be composed of the CFO and
the agency-level Assistant Secretaries for Financial
Management. The Council will provide an important
avenue of communication and interchange between the
central financial management function and its counter-
parts in the departments and agencies—resulting in more
effective implementation and coordination of financial
management initiatives.

Gramm-Rudman was called a bad idea whose time had
come. A Chief Financial Officer for the Federal Govern-
ment is a good idea whose time is long overdue. Sound
financial management practices are not just accountant’s
issues. It is not just a Republican issue and it is not just a
Democratic issue. Colleagues on both sides of the aisle
can agree on the clear need for action in this vital area. If
we do not give our efforts to build fiscal discipline into
the system a solid foundation of valid financial informa-
tion and genuine financial discipline, the entire structure
is capable of collapsing right around us.

Thus, while the word “accountability’’ has been most
often used in a foreign policy context, lately, there is a
great need to apply it to financial areas: how tax payer
dollars are managed and spent. A CFO would go a long
way in finally giving the taxpayer the kind of manage-
ment that is not just needed, but deserved.

it's wrong to allow governmental charge card debits,
subject only to an antiquated monitoring system, to ac-
crue unabated, only to be passed along to generations
ahead of this one for payment. it's time for a new ac-
countability.
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