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Coordinator:
Welcome and thank you for standing by. At this time, all participants are on a listen only mode. During the question and answer session please press star 1. Make sure your phone is un-muted and record your first and last name for introduction.

Today’s conference is being recorded, if you have any objections you may disconnect at this time. I would now like to turn the meeting over to today’s speakers. Thank you, you may begin.

COL Stewart:
Good afternoon from the Pentagon this is Colonel Vance Stewart. Welcome to today’s audio conference hosted by the Under Secretary of Defense Comptroller the honorable Robert Hale.  Over to you sir.

Robert Hale:
Well thank you Bob Hale here and good day to you. I want to start by introducing the Assistant Secretary of the Army for Financial Management and Comptroller, Ms. Mary Sally Matiella. And I'm going to ask Mary Sally if she would introduce our other guests around here.

Mary Sally Matiella:
Good afternoon everyone. Around the table we have Lieutenant Colonel - sorry, oh my gosh that’s a great - that’s an awful start.

(Lieutenant) General Stanton from the budget office, Ms. Kathy Miller from budget, Mr. Welch from budget, Ms. Bonessa from budget, Mr. Argodale  on the accounting side, Mr. Speer my Civilian Deputy and so in terms of your questions we'll be able to answer both budget or accounting questions.
Robert Hale:
Thank you Mary Sally. Let me - Bob Hale again. Let me start by thanking you for your help. You and the other roughly 50,000 men and women in the defense financial management community are doing a great job meeting financial management needs and supporting our national security mission.

You handle some of the most complex financial transactions in government maybe in the world. You do it everywhere in the world including Iraq and Afghanistan.


And when I talk to commanders, they almost always feel the financial management provides them strong support. So thank you and please keep up the good work.

Well we’re doing well I think meeting the financial management mission. I believe we need to focus our priorities on some key areas. These are areas of high concern to me and other senior leaders here in the Pentagon.


And to focus on these areas I know I need your help and that’s the theme of my remarks today. I need your help. For the next several minutes, I want to talk about four specific areas where I and the financial management and Army community need you to focus your efforts to improve the support we provide.


Specifically I need your help to continue improving and providing support to our war fighters. I need your help to improve financial information and audit and move toward audit readiness. I need your help to make our defense dollars go farther. And probably most important, I need your help to develop the financial management workforce.


I want to talk about each of these areas. I'll say a few of the things that I'm doing and give you a little idea of kind of what’s on my job jar here at the Pentagon. And then I'll suggest some areas where I specifically need your help.

When we get time to discussion I welcome your questions. In fact, I'd say at the beginning please write down your questions if you have them that’s what’s fun for me. I learn more from them so I very much appreciate questions and thoughts.


Let me start with the first area and that is I need your help supporting our war fighters -- that’s our main mission -- it’s everybody’s main mission at the Department of Defense.  I think it’s particularly important in the Army because so many Army personnel are involved in our two current wars. We must always focus on this need.


Let me talk a little bit about my office’s efforts in this area. And just a brief story, last Spring I briefed the Secretary of Defense; the Special Inspector General for Afghan Reconstruction had just issued a report really quite critical of our internal controls in Afghanistan and he was testifying and I wanted him to be prepared and so I briefed him on this.


And when I finished he looked at me and he said Bob, I thought we learned our lesson about internal controls in Iraq and we were applying them in Afghanistan. Well at least at that point, I think he was right on one out of two. We have learned our lessons. We were struggling at that point to apply all of them in Afghanistan.


I formed a team with the Under Secretary of Defense for Acquisition Technology and Logistics to look at improving internal controls and I quickly realized the last thing Afghanistan needed were more rules or changes in the financial management regulations, they needed help.


They needed first to get more people there to do contracting and financial management. We've had some success again teamed with AT&L it runs the contracting side.

We’re up to 70% to 80% of requirements for both contracting and financial management which include vendor pay specialists, managerial accountants. But we need to be at 100%  and we are continuing to push to get more of the right kinds of people there.


We need to get cash off the battlefield in Afghanistan and again we’re having some success. Last fiscal year we’re down to about 10% cash payments to Afghan vendors of course essentially all the U.S. payments are by electronic funds transfer but we need to continue.

Afghanistan has a series corruption problem and the less cash there the better in terms of minimizing corruption risk and also helping internal controls. In some cases, Afghanistan needs new systems, not fancy ones that take years; ones we can get there and get to them in six months and that will reduce their workload, which is a major problem.


And finally, they need flexibility. We've had some success. We’re able to now - we've created some small pots of money that allow them to do smaller procurement projects, particularly IT projects, more quickly without a lot of headquarters approval.


And we’re working although we’re not there yet on streamlining the process for smaller military construction projects, mainly using the contingency contracting authority.

Much of my personal time, maybe 50%, is devoted to war fighter needs there are an incredible number of reports and in addition to some of the projects I've talked about.


I've had a chance in my first year in office to make two short trips one to Afghanistan and one to Kuwait and Iraq. I certainly encountered dedicated professionals including many Army personnel -- an impressive group of personnel.

I appreciate your efforts to provide direct assistance. I know many of you have probably been to the Theater personally or involved in direct support. We are looking for managerial accountants to go to Afghanistan. Parts of - part of the efforts I'll talk more about later to sustain costs consciousness there.

This is mainly a task we've levied on the Defense Finance and Accounting Service. But if you know of anyone qualified who would be willing to serve in Afghanistan, please let your supervisor know and he or she can forward that information as appropriate. Thank you for your help in this area. Providing assistance to our war fighters is our most important mission.


The second thing I want to talk to you and where I need your help is involves financial improvement and moving toward audit readiness. We need better financial information in DoD and in the Army and we need it quicker to help us make good financial decisions.


Better decisions help our commanders and managers create a stronger and more effective Army. We also need better information to help us move toward auditable financial statements.

It was 20 years ago that Congress passed the Chief Financial Officers Act. It was actually 16 years ago they passed the Government Management and Reform Act that required auditable statements in all federal agencies.


All but a handful of federal agencies now have auditable statements, I think there were four that did not in Fiscal (Year) '09 and we are one of them. And you might say well we've been operating for 16 to 20 years without this why should I care? I think we need auditable statements for two reasons.


One, to validate the quality of the data our commanders and managers use to manage. And also frankly, we need them to reassure the public that we are good stewards of their funds. It is corrosive and it shouldn't be but it corrosive of public trust to have to say that you cannot pass an independent audit.


As part of the effort to improve information and move toward audit readiness I've asked all the Military Departments to focus on the information we actually use to manage the department to give it the highest priority. Budgetary information certainly part of that and if we were successful there it would lead to unqualified opinion on the Statement of Budgetary Resources.


The other area of high priority existence and completeness of mission critical assets -- potentially knowing where our assets are and how many we have something that’s very important to war fighters.


By establishing priorities for this effort I hope we can focus our efforts and I hope that focus helps justify our expenditures for this financial improvement and audit readiness efforts.

In the Army, a key way to improve financial information is to support implementation of the Army’s General Funds Executive Business System...
John Argodale:
Enterprise.

Robert Hale:
...Enterprise Business System, GFEBS. I'll go with GFEBS from now on then. A few of you familiar with GFEBS especially if you’re with a couple of installations that have it some are coming soon you may be involved right now in its implementation, others will be in the future.

It’s difficult and challenging to implement these systems known as Enterprise Resource Planning Systems, systems like GFEBS. It means changing how we do business, that’s hard.  
And frankly the benefits may not be obvious to you. Many of the benefits may accrue more to Mary Sally Matiella and to me then they do at installation level.  But we need these systems for better controls. We need them to modernize and streamline our business practices and we need them so we can maintain systems.

STANFINS is probably 30 years old I'm not sure how much longer we can maintain it so - even at 40 years old. Even if it’s a bit frustrating and I know it is, I ask your help in implementing the Army GFEBS when it’s your turn to do so.


The Army has also formulated a plan to move toward improving data and move toward audit readiness. A few of you who may be involved in that planning and so thank you for your efforts.

One of the first steps will be to validate what we call appropriations received, essentially our funds distribution system, which I think is very important because it shows that we are allocating and will verify, that we are allocating funds as Congress directs.

I hope all the services will validate that over the next year and in coming years, more of you will be involved as we move toward validation that’s beyond appropriations received and toward full auditability of at least some statements. So I want to thank you in advance for your efforts.

On the end this discussion of financial improvement and audit readiness by emphasizing again, its importance. We need better information and we need to validate that we have better information so that we can make good decisions.  And most of all, perhaps, we need auditability to verify that we’re good stewards of the taxpayer’s money. 
Third thing I want to talk to you about today is another area where I need your help and that’s making our dollars go farther.

And on February 1, we asked Congress to appropriate $708 billion of discretionary budget authority to the Department of Defense. That includes about $265 billion for the Army -- about $143 billion in the Army’s Base budget and another $102 billion in the wartime or Overseas Contingency Operations budget.

I believe these sums are the minimums we need to recruit, to train and to sustain a military that’s at war. But it is a huge amount of money and especially large in view of the very large deficits that this country’s running right now and the economic problems that afflict our nation.

We owe it to the American taxpayers to do everything we can to make those dollars go farther. At the Pentagon and with the strong support of Secretary of Defense, we are pruning some unneeded programs, or either have already done it or have proposed pruning some unneeded programs.  In next year’s budget for Fiscal (Year) '11 and that includes the C-17 transport aircraft, air force transport aircraft, great plane, but we have all we need. Also, an alternate engine for the Joint Strike Fighter that will serve a number of the Services; there the upfront costs just don't justify some uncertain savings in the future.  And there are a number of other programs in the past that have either been ended or restructured, the Army’s future combat system being one of them. We’re also pursuing acquisition reform trying to get a handle around acquisition requirements early so that we don't see this continued unanticipated cost growth.

And we've pursued some operational efficiencies, in sourcing, for example. Partly we’re doing that to avoid having contractors do inherently governmental work.  But also I think it can save us some money and changes in our health care system whose costs have been growing rapidly in recent years, for example using VA drug price ceilings which will save us several hundred million dollars a year, Medicare perspective payment rates which will also save us several hundred million dollars.

But I know from my experience in the 1990s as the Air Force Financial Manager that the best source of efficiencies occurs at our installation in some of our commands, cutting duplicative steps so that we can save people’s time, looking for cheaper ways to accomplish tasks, saving energy, which both saves money and helps the environment.

These small items can add up. I ask your help in pursuing these initiatives at your installation or command. At least from my point of view, you can keep the savings. Do it during your budget formulation, use it to meet other high-priority needs.

I also want to take special note of the Army’s efforts at cost consciousness. Now we mange the Army, we manage the Department, based on budgets. So we've got to ask if budgetary room is available and the law requires we do that. But we should also ask, for any significant decision is this the least-cost way to achieve the goals?

I see an interest in doing that at many places in the Army. I think the Army is the leader, at least that’s my sense of cost consciousness.  GFEBS clearly is intended to provide information to help make good decisions based on cost and any GFEBS briefing will cover that.

I had made a recent trip to the Army Central Command, ARCENT in Kuwait and it made clear - that trip made clear to me the focus of that command on costs.  Essentially all decisions, major ones there, are accompanied by a cost analysis, don't always follow it, sometimes operational requirements will dictate another approach, but oftentimes, they are able to and it’s a good way hold down costs.

I applaud the Army’s efforts at cost consciousness. Please keep up the good work. And in general, I ask that you join me in looking for ways to get more out of each of our defense dollars. I need your help to accomplish this task.

The last thing I want to talk to you and an area where I need your help is probably the important and that is developing the financial management workforce.

We won't succeed in the Department of Defense or in the Army without a well-trained financial management workforce. I think we've got such a workforce today, but we need to keep up the efforts, especially as we - heavily civilian workforce as we go through civilian retirements that will be going on over the next decade.

Now the responsibility for the FM workforces rests with the Military Departments and the Defense Agencies that’s under our law. Under Title X of our law it’s part of the organize, train, and equip requirement.

My office mainly focuses on encouraging and integrating those efforts. I've set up a small organization, really two or three people, to do just that, to answer questions, DoD-wide questions, try to integrate and encourage efforts.

And let me just describe two efforts that we are trying to encourage. One is a challenge fund for training we set up about a year ago.

I've established a pot of $2 million and said to everyone that we could reach in the Financial Management community if you've got good ideas for new ways to do training, particularly ways that would appeal to newer professionals, let us know. Give us a one-page proposal and we'll pick the winners and we will centrally fund them.

We got about 100 proposals. We picked about five winners. There are some interesting projects there.  Everything from using visual learning to help simulate and train people on these enterprise resource planning systems like GFEBS, to online refresher training for fiscal law, to an FM iLearn course that will try to document all of our professional development and training opportunities.

So we’re trying to pursue the implementation of those plans - of those winning proposals right now. We’re also trying to create a super-website that will cover a number of things.  One is this, it will incorporate this FM iLearn program that I described. It tries to catalog training and professional development opportunities in a searchable way. 
So you can search by geography. You can search by the type of training you’re looking for in professional development. You could search by your grade level and it will provide a short description and any link to a Web site that provides more information.

I hope eventually that super-website can also have a recruiting component describing some of the things we do, some of the interesting things and some of our day-to-day work that will help us recruit new people because we will need more people coming into this career field, especially as we go through the forthcoming civilian retirements.

In this area, I can definitely use your help. In fact, just clearly can't succeed in developing a Financial Management workforce without it. First, I'd ask you to focus on your own professional development. Have a plan. Know the jobs you want in the future. Know what training is needed to get those jobs. Think about professional development to move toward your planned career and then talk to your supervisor about working that plan. How can you actually make it into a reality? And I'd urge you to try to find a mentor, somebody who’s been where you want to be and can give you advice about how to get there.

If you’re a supervisor, I'd also ask that you focus in the professional development of those who work for you.  Ensure each of them have a plan, jobs, training, professional development and as their supervisor, help them make that plan a reality.

As part of these plans, I'd urge you to consider test-based professional certification. I'm a fan of test-based certification for a couple of reasons. One it provides an incentive to study. There are 8,000 page in the DoD Financial Management Regulations -- I can guarantee you these are not the great American novel.  Nobody, at least nobody in their right minds, can take these home and cuddle up with them for an evening reading.

But we need to know enough about them so that we know when we need help and to keep us and our commanders and managers out of trouble. Test-based certification or at least some of them, require that you study the rules and regulations. I think it provides an incentive.

It also provides a sense of professionalism, that there is a common body of knowledge we expect everyone to have. Certification indicates you've acquired that body of knowledge, which certification you pursue really is up to you and your career. Maybe it’s to Certified Defense Financial Manger, the Certified Government Financial Manger, CPA, Certified Internal Auditor, there are a number of them.  That really depends on your career goals. But I would urge you to consider part of them as your overall job plan. Let me summarize and then I'm going to turn it over to Ms. Matiella for her comments and then we will all take your questions and thoughts.

The theme of my talk today is simple. I need your help. I need your help supporting the warfighter. We’re looking for particular kinds of people in Afghanistan, but in general, we need support for the warfighter. It needs to be our most important job.

I need your help in improving financial information and moving toward audit readiness and in particular, your assistance in implementing GFEBS. I need your help in stretching our dollars by seeking efficiencies, looking for them at your installation or command and I definitely need your help in supporting and developing the financial management workforce.

Let me say again, thank you, I know you work hard to make financial management work in the Army, I very much appreciate your efforts. And with that I'll stop and turn it over to Ms. Matiella.

Mary Sally Matiella:
I greatly appreciate your efforts Honorable Mr. Hale and giving us your time and your thoughts and insights into how we can better serve our warriors and improve our financial management practices, sensitizing us to what issues are out there, for example, at the theatre that we need to continue to work on.

I echo his thanks to the financial management community. I know that you’re all working very hard to make sure that our financial management practices continually improve year after year.

I realize that I'm talking to a very seasoned financial management workforce that’s on this conference call and so I again thank you for the many, many years that you've put into improving financial management in the Army.

As you well know, the Army has several very tough ongoing efforts to improve financial management capabilities and performance. One of them as you know is the implementation of a new accounting system, GFEBS.  You've all worked very hard at cleaning up STANFINS, this is part of our financial improvement plan, it’s been such for many, many years; but at this point we realize that STANFINS isn't going to get us to the auditability that we need to get to and so implementing GFEBS is critically important to, at the transaction level, being able to prove that our transactions are supportable, that they have integrity and that it’s stretching the dollar as far as it needs to go for the warfighter.  And so again, you know, you’re working on GFEBS but the same time you’re working on the financial integrity of not only GFEBS, but the financial integrity of the data in STANFINS realizing that that’s a lot of work.

And at the same time you’re managing a lot of folks out there that are putting out a lot of effort into working these accounting systems and these budget systems. And your experience as a senior financial manager is extremely important.

You know where our weaknesses are, you know how you have to cover those weaknesses through leadership and a lot of guidance to the folks out there and you know what kind of training your folks need to have in order to become seasoned professionals that know what they’re doing in the budgetary and accounting systems.

And I realize that not only are you challenged - got many challenges leadership wise -- but you also have many challenges technically.  There’s a lot of communities out there that are helping us to improve our financial management practices: the Army Financial Management School, U.S. FINCOM, our organization up here, our DFAS partners.

You all know that I have some experience with DFAS so I realize what their role is compared to your role and how the two of you have to work together and communicate and kind of have an understanding of business practices in order to get the job done right. You depend on each other.

I'd like to again, you know, reemphasize Mr. Hale’s priorities and that is to improve financial information and audit readiness, that'll make us more ready, more auditable, to make our defense dollar go further and to improve our financial management workforce.

Again, in the end it’s all about accountability and we all know, we've been civil servants for a long, long time and we all know that we have to be accountable to the taxpayer.

And we are accountable to the taxpayer by using their tax dollar wisely by being cost conscious, not only budget formulation, but in budget execution.

And also by taking our accounting system - responsibility seriously, making sure that that dollar that is documented in the accounting system is accurate, is timely and is going to give the warfighter the information that they need in order to perform their job and show the taxpayer that they are using their dollars most wisely.

And so, anyway thank you so very much for the excellent work you’re doing out there and I know there’s a lot more challenges, a lot more work to do, but as seasoned resource managers, I know you’re up to the job. Now at this point...
COL Stewart:
Okay, (Carolyn), I think we’re ready for the first question please.

Coordinator:
Thank you, we will now begin the question and answer session. If you'd like to ask a question, please press star 1, make sure your phone is un-muted and you must record your first and last name clearly to be introduced.

To withdraw your request, you may press star 2. Once again for a question or a comment at this time please press star 1 one moment while we wait for questions. One moment.  And we do have a question or comment coming from Eric Roos your line is open.

Eric Roos:
Yes, this is Eric Roos with Headquarters, Army Corps of Engineers, in Washington D.C. and my question is, given the current economic environment, has the definition of a good financial manager changed?

Robert Hale:
Well that’s one of those hard-core questions Eric and I think fundamentally, no that a good financial manager is one who helps carry out the mission in general terms, but I would say that the emphasis needs to change some.

We need to be, as I said in my talk and as Ms. Matiella mentioned in hers, cost conscious and we need to be sure we've got a strong business processes that protect our information and give good information to our managers so they can make strong decisions.

Overall, I don't think it changes our fundamental goals, probably our orientation. Anybody else want to add to that? Did that answer your question Eric?

Eric Roos:
It certainly did Sir, thank you.

Robert Hale:
Thank you.

Coordinator:
Thank you. Our next question or comment comes from MAJ Brian Doerr, your line is open.

MAJ Doerr:
Yes, good afternoon Sir. This is Major Brian Doerr at the DCP [Defense Comptroller Program] program in Syracuse University. I was wondering Sir, what is your vision for the DoD FM workforce both the military side and the civilian side?

Robert Hale:
Well we’re into broad questions today. Well first off I would think of the military and civilians as part of a team each bring some special capabilities but I wouldn't distinguish in general.

My overall vision is to be sure that we are doing the part of financial managers to meet the Department of Defense’s mission. And I talked about a few key elements, the first thing that would come to my mind is support for our warfighters, given that we've got two wars going on right now.


And I talked a bit about how important it is - is very important to the Secretary of Defense. He fairly regularly reminds all of us and his senior staff that we are a nation at war and we need to keep that in mind as we allocate our time and work through priorities.

But in - and in general I think we need to find, to help execute our budgets in ways that are legal and that is we've got to comply with laws and regulations that’s fundamental to our career field in ways that are effective and that we get the mission accomplished and in ways that are efficient.

And then I go back to what I said earlier about cost consciousness in the Army. I appreciate your efforts and I'd like to do anything I can to encourage them. I think we've got a strong workforce, I think we've got a strong career field and we’re providing needed services and I appreciate your efforts.

Mary Sally Matiella:
I'd like to add that as far as financial management, one of my philosophies is that financial managers have to realize that their customers are 360.  They've got customers that are at higher levels of leadership that require their advice in terms of how resources need to be documented, how resources are being spent.  But we - don't forget also that you've got customers that are your employees that require a lot of guidance.

And so as a financial management leader, you have to make sure that you’re engaged at many levels of the financial management process so that way you can mentor those folks who are just coming into the system and get them to a point where they’re able in the long run, after several years, to be able to take over your position.

And so, again, you know, get involved at all levels of financial management and realize that you’re able to answer the questions at the top, but that you’re also able to answer those questions for people who are just learning and getting into the business.
MAJ Doerr:
Thank you Sir, thank you Ma'am.

Robert Hale:
Okay.

Coordinator:
Thank you, our next question or comment comes from Colonel William Owen your line is open.

COL Owen:
Thank you. Sir my question has to do with BRAC. And as the Department moves towards the joint bases and of course in our case, Army units on non-Army installations, what are your thoughts on the department’s philosophies on fully funding base support functions?  Thank you.
Robert Hale:
Well we need to fully fund base support functions. I mean that’s easy to say, sometimes more difficult to do. 


And what full funding means is obviously some judgment’s involved there and need to be considered in light of our overall fiscal constraints. 


But we need to take care of our bases and our people. I think that’s fundamental.  And I’ve got to say we’re doing a lot better job. I mean I was in this department ten years ago.  And although the Air Force that I was involved with then always does a pretty good job of funding base operating support. We were struggling then to meet our Commander’s needs. 


My sense is we’re better off and we’ve got a fair bit more money and some of it is gone to base operating support.   As we go through leaner periods that are likely coming with slower growth, we need to try to avoid any cutbacks or underfunding of base operating support.   [Lieutenant] General Stanton you want to add to that?

LTG Stanton:
Well I think Sir the question probably had to do with the standards that the Air Force has joined and the Army standards that we…

Robert Hale:
…oh, alright…
LTG Stanton:
…would go to joint basing. And I think you have a clear way forward for them. 

Robert Hale:
Well and that’s a fair question and not an easy one. 


I mean again, when I was in the Air Force I always said to the OSD leadership, you know, bring the Army up to the Air Force standards, not the other way around. I still think I’d believe that if we – believe in that philosophy in general if we can pull it off. But I do understand there are fiscal limits as well. And we’ll need to move it. 


Have you had personal experience? Is it Bill or William with joint basing? How’s it work if that’s the – if you’ve had experience?

COL Owen:
Well Sir, it’s Bill by the way Sir. 

Robert Hale:
Okay.

COL Owen:
What we’re looking at down here is – of course one of our groups is moving to Eglin Air Force Base. And we’re concerned about, you know, the functions and requirements that a Special Forces Group requires that they get it naturally here like at Fort Bragg but they may or may not be available at Eglin Air Force Base.  And it’s the reaching out that we’re going to have to do to ensure where we can fully fund – or not fully fund but, you know, fully take care of or at least work with other Army or Air Force elements to ensure that our unit’s taken care of.

Robert Hale:
Well I hear your concern. I mean we try to believe -- I’m not an expert here -- to establish some basic standards that all the joint bases are to adhere to.   And we just need to work the funding issues. So far my sense is we’ve been able to be supportive of the US. I know the Army’s got some specific problems this year, but I think you’re moving to fix them or at least that’s my understanding.  So I mean it needs to be a high commitment. We need to take care of our people and our bases. Thank you for your question. 

COL Owen:
All right sir, thank you very much -- appreciate it. Have a good day. 

Operator:
Thank you. Our next question or comment comes from Michael Barkett. Your line is open. 

LTC Barkett:
Mr. Hale, my name’s Lieutenant Colonel Michael Barkett. I work with the Joint Staff in the J-8.  My question is after every war the US looks for a peace dividend to save money. Historically this dividend has been around 30% of the defense budget.  What are the changes of the DOD budget being hit with the peace dividend during the FYDP [Future Years Defense Program]? And has there been any guidance to the services on what to expect or how to posture themselves for future defense cuts?

Robert Hale:
Well that’s a good question. You know, if - you’re a good student of defense budget. But that’s about right, 20% to 30% real cuts are typical after war time periods.  I would also say that the history of the defense budget makes clear that when threats to US national security are high, this country tends to be supportive of at least some growth in defense budgets. And I think we’re seeing that right now. 


Threats still remain high. We’re very actively engaged in one war and still working hard to end a second war. And so I think that’s the main reason along with a committed and as Secretary of Defense that we have some real growth in the budget. 


I think as long as those threats remain high we will see budgets grow modestly in real terms. Now if we get out of Afghanistan and Iraq and the world calms down -- and I hope it does -- you’re right, we will see cuts. The Americans will want a peace dividend.


At that point we’ll have to look at force cuts. But I don’t think this is the time to do it or to plan for it. Maybe think tanks can do this, but I don’t think the Pentagon should be planning for it. 


It’s just at the moment we need to focus on supporting our warfighters in their efforts in Iraq and Afghanistan. Anybody else want to add to that? 


Okay, did I answer your question?

LTC Barkett:
Yes sir you did. Thank you.

Robert Hale:
Okay. 

Operator:
Thank you. Our next question or comment comes from Colonel Sharpe. Your line is open. 

COL Sharpe:
Yes sir, good morning here from Korea. I’m Colonel Carolyn Sharpe, Director 175th Financial Management Center and Sir this – my question comes from the fall 2009 issue of the DoD Comptroller Magazine in regards to the article on DoD workforce of the future focusing on civilian DoD FM workforce of the future.  What steps is DoD taking to ensure both budget and accounting personnel have adequate cross training in their respective fields to support the requirements for newly fielded systems such as the Army GFEBS? 

Robert Hale:
That’s a good question and I think I’m going to ask for help here.  Mary Sally  is that you or John Argodale?

Mary Sally Matiella:
Well everybody has a part, but I’ll hand it over…

Robert Hale:
Or Bob Speer? 

Mary Sally Matiella:
…to Mr. Speer.

Robert Hale:
All right. 

Bob Speer:
Hey Carolyn, thanks for that question. That’s a good one. And it kind of goes back to the first one Eric and Brian also hit. 


You know, we are across the workforce looking to improve not only the skills and capabilities as we implement new tools in systems like GFEBS, part of what we’re learning even from operations that are ongoing right now, we need more analytical skills. We need to give you the tools and the skills and the training go with that (sic).


So the Financial Management School is taking a look not only at the cost culture, but things we’re asking in a cost culture, the analytics that come with that kind of skill set as well as the detailed types of training that need to go into a system like GFEBS. 


We are going to look at – USAMMA is going to do a study in terms of the structure and the manpower that goes into it. 


Going along with that comes the types of people -- the skills, the grades and the attributes that we need of individuals that serve in those kind of position. So we’re taking a hard look at that. 


Meanwhile GFEBS has done a real good job of improving the training over the last year and a half to provide a multitude of different types of skills and tools that go with it. 


For instance, there’s online CBTs, Computer Based Training. There is training being provided for instructor type led training. 


And as Mr. Hale has already said, we’re trying to emphasize those type of analytical skills that go forth and that are supported by the types of certification type training that going to need in the future.


And so I’ll – you’ll hear me an awful lot when I go around talking right now, I see a multi-functional financial person on the future.  And that means not just, you know, are you budget or are you accounting? But do you know the end to end processes and do you know the types of analytics that go back through? 


Mr. Hale talked about understanding what’s inside the DoD FMR and it’s that type of skilled type of person that we’re going to try to train and become leaders of the future. 


And we will definitely ensure that we provide the type of guidance and the mentorship type of programs that go along with it underneath Terry Placek and her staff. 


Carolyn, I hope that answers your question. 

COL Sharpe:
Yes sir it does. Thank you. 

Woman:
I’d like to add to that I agree, you know, that formal training is extremely important. The certifications are very important. 


But having been a supervisor out in the field I also realize that OJT [on the job training] is very important. And this is where the supervisor whether they be military or civilian has got to be very conscious of providing their employees those opportunities to rotate from job to job and learn things on the job and be flexible and adaptable in that manner depending on where your requirements are. 


So be mindful of the fact that you as a supervisor have also that responsibility to allow for that cross-training. 

COL Sharpe:
Thank you Ma’am.

Robert Hale:
Thank you. 

Operator:
Excuse me, your next question or comment comes from Earl Rillington. Your line is open. 

LTC Rillington:
How are you doing Sir? Lieutenant Colonel Earl Rillington at the Office and Management and Budget. 

Now my question is in reference to the SAVE Program. As you’re familiar the administration recently solicited government employees to provide good ideas to find cost savings across the whole of government.  And I just wanted to know if any of these good ideas for Army as well as any of the other services produced any savings that you have been able to see and if there’s any benefit of sending these ideas down to the installation level?

Robert Hale:
Well that program was an important one and we did – we got about 6,500 nominations sorted through. I believe there were a few that did make it into the budget.  I confess I don't know the specifics which ones. And I'm not seeing anybody stepping around. Anybody know the specifics here?


I think you - we may need to get back to you on the specifics. But I believe a few did get in there but I can’t tell you which ones in particular.

LTC Rillington:
Yes Sir. And I think there’s just a benefit. There were certain things from - that I saw with respect to maintenance and training ideas that came from folks who were working down on the installation level that may offer some pretty good ideas and again from other services too that might offer some good ideas for folks at the installation level doing installation level budgeting that they may want to look at.

Bob Speer:
Yes and we did. This is Bob Speer again. We did submit a couple specific ones I remember. They’re particularly the ones that I recall were around energy.


So there was a couple saves type of initiatives for the Army they got into the FY ‘11 budget submission that particularly were, you know, we think going in line both with administration and good for our country and for the Army were those type of greener or energy efficiency things that some employees had submitted.

LTC Rillington:
Awesome. Thank you Sir.

Robert Hale:
Thank you.

Operator:
Thank you. Our next question or comment comes from Lieutenant Colonel Karl Kraus. Your line is open.

LTC Kraus:
Good afternoon Mr. Hale. My name is Lieutenant Colonel Karl Kraus. I’m the - at the Defense Financial Management and Comptroller School at Maxwell Air Force Base in Alabama.


My question regards the 9 April DepSecDef Memorandum outlining the procedures and the schedule for the upcoming Integrated Program Budget Review.  The memo identified some fairly significant changes to the process. And I'd appreciate your comments regarding the intent and vision of these changes and their projected long term effects. Thank you.

Robert Hale:
Okay. Karl well thank you. Well first off I think overall vision for this process is to continue what I think it does well.  The PPBS process much criticized but I it offers in my view some important advantages. And we’re sure to keep them.  One of them is it is inclusive. People do get to have a say. They may not – their say may not govern. I mean they may not end up getting what they want but it does invite a broad array of opinions. And we need to continue to do that.


And I think it produces strong budgets. I mean we have generally a reputation in government for being certainly the most complex and largest -- that's pretty obvious -- but also having strong budgets and one of the best multi-year planning processes.


As far as the changes are concerned one of them dealt with going to only one year extension the - I guess we can now call it the five year defense plan again if we want to rather than a every other year go two years in advance and then advancing at no years in the off year.


That is just recognizing reality that really biannual budgeting was the reason that we put in the two year extension to the FYDP.  And biannual budgeting just didn't take, didn't catch - take root on the Hill. And essentially nobody is doing it now. And in fact I believe they repealed the law that requires biannual budgeting.  So it was our thought that we ought to go back to always having a five year plan which we'll do under that initiative. 


Were the other specific questions you have about PPBS?

LTC Kraus:
The single year budgets versus two year budgets I guess kind of along the same lines, recognizing reality and then the combination of the GDF [Guidance for Development of the Force] and the Joint Programming Guidance?

Robert Hale:
Well the one or two years is as I said, it's just recognizing reality that biannual budgeting is dead on the Hill.


And in terms of combining I mean we are trying to -- it doesn't seem like it -- but we’re trying to cut down on paperwork and direction of which there's still an ample amounts I might add and that combining those two documents was an attempt to have one single defense programming guidance so that you could go to for authoritative guidance.  The fiscal guidance though still gets issued separately. That has been issued. And we will I hope within the next few weeks issue specific guidance for the Overseas Contingency Operations budget for Fiscal Year ‘12. 


Answer your question?

LTC Kraus:
Yes sir. Thank you very much.

Robert Hale:
Okay thank you.

Operator:
Thank you. The next question or comment comes from Donna Torche. Your line is open.

Donna Torche:
Hello.  Donna Torche. I’m the Chief of Supply Management from Army Budget. This question is for Ms. Matiella and General Stanton.


Having recently returned from theater can you - and your visit to our deployed soldiers in Southwest Asia, could you share with us your observations and provide some insight on where we might better support our war fighters in the current war fight and perhaps stretch our dollars at the same time?

Mary Sally Matiella:
I would like to turn this one over to General Stanton because he certainly came up with - out with specific ideas.

LTG Stanton: 
Donna thank you for the question. I think that we had an excellent visit with the team forward. As you know the focus in Iraq right now is the responsible drawdown, very extensive and complex plans in place as we reduce the number of forward operating bases, consolidate, move the equipment out of the country that we basically spent eight years moving into the country.


Clearly, as we look at the Washington Post day to day, the stability remains fragile in the country.  So the leadership in Theater is conscious of the fact that we may need to react and so therefore has continued on a prudent responsible drawdown plan. 

The thinking now is that we will be able to complete that draw down in Iraq as planned by the end of this year to 50,000, and go into the next year with that number and then by December draw it down completely.


The challenge of course will be these are very, very large installations and bases that we’ve established and there’s an awful lot of equipment to be moved, and it has been compressed a bit in terms of the time and planning horizon to - towards the end of the year.


So that will be interesting. The good news is without a classified discussion that we are on target for the plan to move into Afghanistan, and every expectation is that we will meet the planning factors and achieve Secretary Gates’ guidance by the end of this summer.


With regard to the financial management community we found that our people are doing extraordinarily good work, and as Secretary Hale mentioned earlier there is a pervasive cost-consciousness.  It’s fundamental to all the decisions being made by the leadership in place - very solid work being done by cost analysts and ORSA analysts and Lean Six Sigma skill type people in the Theater.


So I think we came away quite happy that we’re doing all of the right things from a fiscal responsibility perspective.  The one challenge remains and we’re seeing it again in Afghanistan and that is controlling requirements.


And what we have to do is limit the culture to what we need to have to fight the war as opposed to everything that we would like to have. And again the leadership in place is working that.

Mary Sally Matiella:
Right, and I’d like to add to that in terms of the - those lessons learned from Iraq and all those excellent practices that we’ve put in place in Iraq, that we make sure that that is continued in Afghanistan.


Now we don’t start from day one again in Afghanistan, that we bring our lessons from Iraq into Afghanistan - very important.

LTG Stanton:
That answer your question Donna?

Donna Torche:
Yes Sir.

Robert Hale:
Thank you.

Coordinator:
Thank you. Our next question or comment comes from Colonel Denise Atkins. Your line is open.

COL Atkins:
Good afternoon sirs. This is Colonel Atkins. I’m with the Army Reserve. I’d just like to ask each of the panel members to comment on the number one financial management issue for the Department or the Army that keeps them awake at night.

Robert Hale:
Well I’ll comment on it from a DoD standpoint and it’s a single word. It’s called flexibility. We’ve got a lot of money, never enough of course, but we’ve got a lot of money.


What we - what I struggle with constantly is being able to move it around quickly enough to meet war fighter, I mean, particularly war fighter needs, but not just the war fighters, to meet our commanders’ and managers’ needs and still obey the laws with regards of color of money, et cetera.


I’m not going to take the time now but I could tell you a number of stories and it’s not just wartime. I know we struggled with this in the Haiti earthquake relief, which I think was a very successful operation but the financing of that was tricky.


So to me it’s flexibility. If I could ask for one thing it would be more of that in order to meet needs but let me ask others to comment.

Mary Sally Matiella:
Well - and I think that’s an excellent question. I like the way it was phrased, very much so. And so I would say cost-consciousness, make sure that we in - formulate in the budget and execute in the budget that we try and stretch that dollar as far as possible, that we’re as accountable as we can possibly be for the expenditure of that dollar.


And accountability like I said takes you down the path of the accounting system, making sure that we’re able to implement an accounting system that’ll give us visibility to the effectiveness of that dollar spent. Would you like to add to that?

LTG Stanton:
I wholeheartedly concur with both of those obviously, and then I think the thing that I find most frustrating Denise and I know you do as well is requirements growth and controlling requirements growth.


We have analysts’ infinite appetites for requirements and we just aren’t able to fund them beyond 75 or 80% as we go through every plan cycle, every budget drill and every mid-year review.


So I think the one thing that would really be a giant step forward in our world and I don’t know if that’s true for you Secretary Hale in - with the other sources, but within the Army what would be to find some way to control the insatiable appetite for requirement growth.

Robert Hale:
I can assure you that’s not limited to the Army. As the first George Bush said, “We all routinely have more will than wallet.” And since the wallet is shrinking or at least not growing as much it will be even more so. Thanks for your question.

COL Atkins:
Thank you.

Coordinator:
Thank you. Our next question or comment comes from LTC Greg McGregor. Your line is open.

LTC McGregor:
Good afternoon Sir and respected members of the financial management community. Mr. Hale, you mentioned keeping savings whenever we have the budget formulation process, and I was wondering if that is going to be formalized and how we identify a particular savings in a program.


And then will it also tie into your statement on the flexibility of the funding to where we can use it, if for instance the savings is in operation and maintenance, possibly using it in a different appropriation which historically of course is not allowed at the installation level?


But will there be specific language perhaps through Congress even that would allow us to identify a particular project savings and then feed that through the budget cycle to where we can use that money in the way that we feel will further the benefit of whatever savings we’re attempting?

Robert Hale:
Well I like the way you think. I wish you’d run for Congress and more like you. You know, I don’t anticipate - we already do have. Actually the United States Congress has given us some substantial flexibility, everything from contingency contracting authority where we can spend O&M money for military construction for certain kinds of projects in theater to the JIEDDO -- the Joint Improved Explosive Devices Defeat Organization -- where we really have a great deal of flexibility to go after IEDs.


I don’t anticipate however that we’ll get blanket authority to - of any kind to start moving money among appropriations. We can do it with reprogrammings.


I think that Congress is just not going to be willing to do that and so we will need to continue. Part of the reason is they need FMers is to try to accomplish those needs.


Going to your other question about keeping savings, I think there’s nothing harder in government than creating incentives to save because if you save the, you know, the follow on and sometimes your budget gets cut or that it gets grabbed by some higher authority for a higher priority need.


It can only - and that has to be a balance here. There may be circumstances when we simply have to take savings and meet a higher priority operational need.


But I would hope that wherever we can that we allow people to - at the installation level to keep the savings that they find as an encouragement to continue looking for them.

LTC McGregor:
Thank you sir.

Robert Hale:
Thank you.

Coordinator:
Thank you. Again as a reminder at this time if you have a question or a comment, it is star 1. Make sure your phone is unmated and you must record first and last name for introduction.


Our next question or comment comes from Colonel Troy Clay. Your line is open.

COL Troy Clay:
Yes, good morning Secretary Hale. I’m the Commander of the United States Army Financial Management Command and my question is over the past nine years our nation has been involved in a war of which most of the war has been a counter-insurgency type of operation.  With counter-insurgency operations the warfighter clearly understands the importance of money of the weapon system and the criticality that the multi-functional financial manager that Mr. Speer alluded to and what we bring to the fight.


Several years back the Secretary of the Army initiated a study called the Gansler Report which kind of looked at contracting operations, understanding that fiscal triad and knowing that the FM community owns two of the critical apexes of that fiscal triad.


Do you see from your perspective the DoD FM workforce increasing to get at the required accounting and cost management skills that will allow us as FM communities to better support the war-fighting commander?

Robert Hale:
You mean increasing in numbers or kinds of skills? Help me.

COL Clay:
Well for instance if you look at the Army military FM workforce, approximately 6,245 soldiers across the three compos, less than 1/2 of 1% of the entire 1.1million Soldier Army, and so with the things that we’re asked to do and again the increase in skills required of the FM community and the tremendous OPTEMPO put on the current FM force structure, yes, they’re looking at an increase to the FM workforce if you will, sir.

Robert Hale:
Well, I mean, I think those decisions need to be made at the Department level and I’ll give Ms. Matiella or General Stanton a chance to say something here and we do need to be careful.


It is - we do have limited funding and we’ve got to trade off anything we spend on support funding and FM is part of that. What I would like to do wherever we can is look for opportunities and DFAS is probably a primary area where we can cut costs or reduce people.


We have done that to a substantial degree. Frankly it’s kind of stopped recently because although there’s still some productivity enhancements going on in DFAS, they are being offset by a variety of requirements in-Theater that are increasing and some not in-Theater like audit readiness and ERPs, a variety of increases that have kind of stopped the declines in DFAS.  There’s probably - the backroom operations are probably better candidates for these kinds - for some workload reductions or reductions in people that could free up spots for frontline FMers; but as far as the Army goes specifically, one of you two want to take a shot at that?

LTG Stanton:
I’ll be glad to. Good afternoon Troy.

COL Clay:
HOOAH Sir.

LTG Stanton:
As you know the military spaces in the Department of the Army are in fact limited. We did a lot of moving around within the operational and the support forces of the Army to accommodating grow the brigade combat teams.


To the extent that in strengths remains at 547.4K, we really have limited opportunity to grow the financial management community in uniform. One of the challenges to us I believe is the fact that we’re continuing to do military pay, deliver that service out of the financial management community, whereas our organizational constructs presuppose that two to three years ago we would no longer be doing that.


So - and I know the basis of your question is our ability to deliver support for contractual services in those first thing operations and cross capturing, which is in fact limited by the fact that we’re still doing military pay.


However, I don’t see in the near term a requirement or actually there would be support for growth of our military force, which as you know is 60% in the Reserve component as we speak, the 6,000 approximately and 245.


So I don’t see any growth there. With regards to our wonderful civilian workforce I also don’t see a need for growth, but rather a redistribution of skills, knowledges and attributes and abilities as we’ve discussed earlier today for things like cost capturing, GFEBS, those kinds of things.


I don’t see a need though to grow in the aggregate but rather to train, redefine skill sets and therefore being able to meet the needs of the Department of Defense.

Mary Sally Matiella:
There is an - there is a new initiative Bob. I’d like for Bob Speer to talk and that is from going from outsourcing to insourcing, and that turn of the tide may provide some opportunities there to get the required skill sets that we need.

Bob Speer:
And I think that, you know, an awful lot of that’s already been talked about in terms of the Department and elsewhere where we identify those either inherently governmental or those financial things.  I mean, DFAS has already brought back for instance, the retired pay. There are other areas for instance in TRADOC, where TRADOC is going to look through the cost culture - cost things that they’re doing.


They’re looking in terms of requirement to maybe bring back some additional CP 11s. So in areas again as General Stanton has already said, we’re going to bring those either contract skills already out there, bring those dollars back in and make those government, but more towards the civilian workforce Troy that we talked about or shift.


And again it’s one that you can’t put a timeframe on. If for instance there are an awful lot in the current system like STANFINS where the reconciliation processes, there’s an awful lot of rework still being done that we think that all those will transition into other spaces within the Army to where maybe it’s from DFAS or elsewise to where the work - the skills and attributes change and the workforce shifts to that.


But I think part of that too needs to be, you know, that we’ve got to do a good job in terms of our own workforce, our radiancy where we’ve got some flexibility to adapt and change those.


General Stanton already said we’ve got to work with the Human Resource community in getting a solution for military pay to where we get that requirement off our belt to where we’re doing less rework even than the military pay aspects.

Robert Hale:
Thank you. Carolyn, how many questions do we have left?

Coordinator:
I’m currently showing that was our final question at this time.

Robert Hale:
Well that’s perfect timing because it’s 3 o’clock and just - I want to start by thanking everybody around the table, even those that didn’t speak were good moral support and I hope you found it interesting.


I found it interesting and useful to hear your questions and I very much appreciate your joining us today. Thank you one more time for doing all the good things you do for - to support our national security mission and I appreciate your efforts. Thank you and good day.

Coordinator:
That concludes today’s conference call. Thank you for your participation. You may disconnect at this time.

END
