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COW SSI ONER DI CUS: Wl |, good nor ni ng,
everyone. W clearly only have three of us here today.
The Chai rman was cal | ed away this norning to a neeting
downtown, so he asked nme to chair the session. It
does not in any way dilute his interest in the topic
t hat we have before us. It is sonething he couldn't
get out of.

We are here, of course, for our annual
briefing on the status of the financial aspects of
t hi s Agency, and i ssues that we have before us to deal
with that. So, w thout any further ado, |I'Il ask ny
fell ow Commi ssioners if they would |ike to nmake any
ki nd of opening statenent.

COW SSI ONER McGAFFI GAN: No.

COW SSI ONER DI AZ:  No.

COWM SSI ONER DI CUS: Wth that, M.
Funches, you are on first.

MR.  FUNCHES: Thank you, Commi ssioner
Di cus, Conmi ssioner MGffigan, Conm ssioner Diaz.
Appreciate the opportunity to nmeet with you today to
di scuss the financial activities of NRC

| have with nme at the table to ny left,
Pet er Rabi deau, the Deputy Chief Financial Oficer;

Ri chard Rough, the Director of Division of Budget,
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Pl anni ng and Anal ysis, and to ny ri ght here our | atest
menber of the senior nmanagenent team Charlotte
Turner, who is the Director of the Division of
Accounti ng and Fi nance.

As the Conm ssion has requested, we will
ensure that the briefing focuses onfuture activities,
but to build a context for our future activities, our
future chal |l enges, we wi || be di scussi ng t he st atus of
where we' ve been and where we are and the results from
| ast year. Go to the first chart, please.

(Slide.)

My presentation will followthis agenda.
We will address three topics. The first topic we will
di scuss will be our financial operations. Then we
wi |l discuss our financial reporting as it relates to
the financial statenment, and then we will proceed to
di scuss pl anni ng, budget and perfor mance managenent.
Next chart.

(Slide.)

Fi nanci al operation is not as visible as
a lot of our activities, but it is one of the nost
I mportant aspects of financial managenent we perform
It is necessary for us to achieve the Agency goals.

As shown on these charts before you, the

staff has done an excellent job in neeting the goals
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inthis area both froma tineliness point of view and
froman accuracy point of view This is necessary to
foster the good stewardship of the NRC s financial
resour ces.

W had established a goal of 99 percent
for on-tinme sal aries and award paynent, and a goal of
94 percent for all other paynents. W net that goal.

Qur goal for accuracy is 99 percent for
salaries and awards, and the other paynents 99
percent. As we go into Fiscal Year 2002, we have
i ncreased the tineliness of paynments from 99 percent
to 100 percent, and all other paynents to 95 percent.

W are encountering sone inmpact on the
timeliness of paynents due to the mail slowdown, so
ri ght nowwe are seei ng sone i npact there, but we have
understood the situation and we are taking action to
work around it.

COW SSIONER DICUS: | think we are all
still getting Christmas cards.

MR.  FUNCHES: The last thing | would
mention on this chart to the far right is electronic
paynments, is one of the nmeasures we have for
efficiency. It is also required by the Debt
Col l ection I nprovenent Act. W have set targets of

100 percent of our payments for sal ari es and awar ds by
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el ectronic neans, and all other paynments being 99
percent, and we are neeting those goals. Next chart.

(Slide.)

The next area of financial operations
relates to revenues. As you know, we are required to
collect a certain percentage of our budget through
fees. Prior to Fiscal Year 2001, we were requested to
collect 100 percent. Starting in Fiscal Year 2001,
t hat dropped to 98 percent, and it will increase by 2
percent a year until we reach 90 percent. W are
nmeeting our target of approxinmately 100 percent.

The next neasure we have -- and we believe
we will continue to do that in the future.

The next neasure we have relates to the
del i nquent debt. We have set a target of 1 percent of
annual billing. We continue to neet this target.
Last year our delinquent debt at the end of the fiscal
year was $2 mllion. Next chart.

(Slide.)

I"d like to nove into now the financi al
statements, which is obviously one of the reporting
requi rements we have, one of the inportant reports
that we i ssue each year. It alsois a good indication
of the stewardship of the Agency resources.

For Fiscal Year 2001 we did receive an
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unqual i fi ed opi ni on agai n. Duringthe year, we cl osed
one material weakness. That materi al weakness rel ated
to fees. That material weakness was closed. And we
closed four other reportable conditions. Those
reportable conditions were NRC s |ack of adequate
systens to prepare the statenent of net costs. W had
nor e manual processes than we woul d | i ke, and t hat has
been cl osed.

The timeliness of conpilation of the
principal statement, we closed that reportable
condi ti on. We also closed a reportable condition
dealing with the docunentation of the files for
| i cense fee receivables. And then the |ast one we
closed was the timely referral for delinquent debt to
the Treasury. W had sonme debts that were greater
t han 180 days, and we have corrected that.

W still have remaining two materi al
weaknesses and five reportable conditions. | think
you all are aware that one of the materi al weaknesses
that we have still remaining related to cost-
accounting, and that was tied to putting in place a
system and providing cost information to managers.

We have put in place the People Soft Tine
and Labor Human Resource Payroll System and a cost

accounting system That systemis up and operating
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now. We al so put in process naking avail abl e reports
to the managers. The first set of reports has gone
out for the first quarter, and we will routinely nake
t hose reports avail abl e.

Whil e we are producing the initial set of
reports, we obviously will be | ooking at over tineto
i mprovi ng those and maki ng t he i nf or mati on nor e usef ul
to managers as we go forward.

The other material weakness that we had
was one that was identified this year. W have taken
action and closed that one also. It had to do with
capitalizing the people -- our staff cost for IT
sof tware devel opment. The issue there was a timnmng
i ssue. W have put in place the neans to capture the
data. Duringinplementation we found that sone of the
reporting wasn't as it should have been from
i ndi vidual s, and we had to go back and correct that
data. The tim ng of those corrections was not as soon
as it should have been and that created this
condition, but nowwe are on top of that issue and we
are working it, so that one should al so go away this
year.

In terms of reportable conditions, they
vary. | think one of the things you'll see when |

| i st these reportabl e conditions, they not onlyrelate
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to ny organization, they do relate to other
organi zations. What we will findis, asthelGaudits
the financial statenent, or as we put together the
financial statenment, we have to put together
liabilities, assets and costs, and things that affect
the value of those liabilities or assets will then
becone part of the audit and could inpact our
financi al statenent.

So, we have -- part of our comunication
is to make sure that across the Agency people
recogni ze that their actions and their activities
coul d have inpacts on the financial statements such
that as we go forward we can continue to mnimze
reportabl e conditions.

The final reportable condition that we
have nowthat is open, we have three froml ast year --
|"msorry -- we have two fromlast year, two of the
five are fromlast year. One has to do with Part 170
fees, and we are | ooking at that through elim nating
usi ng the cost-accounting system

The other one has to do with internal
controls or the certification of small entities when
they cone in and ask for a reduced fee. W have put
in place a nechanismto do that. The | Ghas said that

t hat mechani sm works, they just have to audit it as
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part of the next year's statenent.

The two new ones, one has to do wth
docunent ati on fromcontract cl oseout for accrual. The
O fice of Admnistration has to | eave that item and
they have identified a solution that we wll be
putting in place.

The | ast reportable condition relates to
i nventory of conmputer software and, again, that is a
particular liability issue. The Ofice of the Cl Ohas
| eave for that particular reportable condition and is
wor ki ng t hat, and has a means of resol ution avail abl e.

So, | think of the known reportable
conditions, we have processes in place that should
elimnate those during the next audit. Next chart.

(Slide.)

In terms of challenges and things that
we're looking to for the future, the first major
chal l enge has to do with the need to expedite the
production of the financial statenments, the audited
financial statements. This year we were required to
have the financial statenment conpleted by the end of
February. W obviously nmet that and we were tinely
with that. Next year that noves to the first of
February. And then for the end of the Fiscal Year

2004 financial statenment, we have to have the
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statenents conpl eted by the 15th of Novenber.

OVB i nf or med us of that newrequirement in
Decenber. W obviously will be putting effort into
pl anning on how to do that. The CFO council has a
group governnment wide that is looking at how to
accel erate that using the best practices from the
various agencies. Not only will we have to do the
financial statement by the 15th, we wll also be
requi red to produce t he perfornmance and accountability
report by the same tinme. So, not only will we be
| ooki ng for systemsol utions, we will al so be | ooki ng
at our processes, what we do during the year, and the
adm ni strative processes just producing the reports
also will cone into play.

W are produci ng nowquarterly statenents
that will help towards that goal, but we will have to
revanp our processes and basically reinvent them --
and not only the NRC, but all government agencies to
neet that type of tineline.

The next chall enge we see i s an inherent
chal | enge that cones anytime you put in a new system
We are now operating from the People Soft Human
Resour ce Managenent System which includes tinme and
| abor payroll and our cost-accounting and HR. It is

i nherent anytine you bring up a new system you have
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nore risk. That is an inherent risk because you are
doi ng sonmething new. The other thing is sone of our
processes have changed because we have nore people
i nvol ved and putting tine in. So, we recogni ze there
is an inherent risk there and so we are taking action
early on to | ook to see howwe can reduce t hose ri sks,
m nimze those risks.

Charlotte and her people are now doi ng
some QA QC review. They just finished with Region |
and Region Ill1. Things | ook good. W' ve done sone
statistical sanples to make sure that the controls we
have in place are working. So, we are being
proactive, but thereis always that i nherent ri sk when
you are doing something new that we need to be
concerned about from internal control. And we are
getting very good cooperation, | nust say, fromthe
of fice. They are very cooperative and working wi th us
on this issue.

W are also noving to a new accounting
service provider. | think | told you |last year, the
Department of Treasury will no | onger provide cross-
servicing to agencies for financial accounting. W
have decided to transfer to the Departnent of
Interior, using their sane system So the risk is not

as high but, again, there is change there, so we have
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to be diligent and focus on those changes and just try
to anticipate and apply nore action and focus on us
during that year as a result of that. Next chart.

(Slide.)

The next set of slides wll discuss
pl anni ng, budgeting and performance nmanagenent,
anot her one of our responsibilities. Next slide.

(Slide.)

| think nobst of you have seen these
nunbers or a chart simlar tothis. This is a budget
that we've had for the past five years. Wth the FY
2002 suppl enent and the resources that we requested
for 2003, I'm confortable that we have sufficient
resources for the Agency to performits m ssion andto
carry out the activities that we need. The financi al
resources, | think, are sufficient in that regard.

As you know, a bigincrease and driver for
new resources are kind of tw phases and new
activities, one being the Federal Retirenent. Even
t hough that is not a new program for us, we are now
required to pay nore of the Federal Retirenent than we
have in the past. So that's really not a progranmatic
change or anything, it's just an accounting of howthe
governnment wants to account for its resources, and

that occurs in Fiscal Year 2003, and that's a $20
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mllion increment to our budget.

| think we all have been involved in
Honel and Security. W have been given resources in
suppl enmental and we have resources in the budget to
deal with the issues that have resulted from the
events of 9/11

And the last increment that is grow ng,
and a new program is the effort that we have to be
responsive to the industry for new I|icensing
activities.

(Slide.)

We have a financing nechanism as you
know, of three neans. W get funds fromfees, we get
noney from the Nucl ear Waste Fund, and we get nopney
from the General Fund. For the new activities
associ ated wi t h Honel and Security, that has been added
to the General Fund, and that is the prinmary reason
you see an increase there.

As you | ook at the Ofsetting Fees, a big
component of that increase is the need to fund the $20
mllionincrease for Federal Retirenent through fees.
W had made sone argunents early on about not funding
those, but the final decision by the Adm nistration
and Budget was to fund them from fees, so that $20

mllion will be funded in 2003, 94 percent of that
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will be comng fromfees, and that will be the first
year of that increnent.

(Slide.)

A key nmetric that we use for nanaging
budget execution is our Carryover Fund. W nonitor
that as an indication of how we are executing our
budget. We have set up two goals as it relates to
carryover. The first one is what we call Unobli gated
Carryover. That is the noney that we don't have
obligated at the end of the year, but we have
available to us, and that is about 5 percent of the
NRC s budget. We've been neeting that target. W' ve
been in the $20-25 m|lion range, that's the range we
would like to be in with a $500-plus mllion budget.

The second area we | ook at i s what we call
Unl i qui dat ed Carryover. Thi s nmeans noney t hat has been
obligated but has not been spent at that time. And
it's not spent for a couple of reasons, and soneti nes
the bills just haven't conme in, so it's an expense
item

W would |ike to have about four nonths
excl udi ng sal aries and benefits, and that's about --
we spend about $20 nmillion a nonth excl udi ng sal ari es
and benefits, and we' ve been runni ng about four nont hs

for the last couple of years.

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 (202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

16

As a result of the timng of the |ast
year's appropriation and the timng of t he
suppl enental that we received, we expect that the
amount of carryover in both cases will be higher than
what it has been in the past. |'mnot sure how nmuch
it is going to be. W have a mdyear review on the
way. We'll be taking a ook to see what needs are
there during mdyear. W also are working very
closely with the office to make sure that they are
focused on this but, at the same tine, we want to be
very prudent about what we use noney for. CQur goal is
to use the noney to carry out things that need to be
carried out, and if there are nmonies that remain
unobl i gated, then we would factor that into future
decisions as we go forward. So, the nobst inportant
thing is to spend it on valid needs for the Agency,
and then we woul d adjust as we go into future years.

(Slide.)

The last iteml'd like to talk about is
one on the agenda for us and for all governnent
agencies, basicallyit's OMB and the Adm nistration's
push to link results to budget. The President has
established five nmanagenment initiatives. The five
initiatives are human capital, and our |ead for that

is the Ofice of Human Resources, Paul Byrd. The
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ot her one is conpetitive sourcing, and the |ead for
that is the Ofice of Admi nistration, Mke Klinger
internally here. The other one we have, the other
initiative span el ectroni c governnment or e-governnent .
The lead for that is Stu Reigor (phonetic), and then
ny organization has the lead for two, inproved
financi al managenment, which | di scussed early on as it
relates to financial statenent netrics there, and
those metrics are very simlar to the things that |
di scussed earlier.

The last item on the Presidential
Managenent Agenda is innovating budget and
performance, that is the results of what we have been
doi ng over the past year as it relates to i nplenenting
t he Governnent Performance and Results Act. W have
been taking action to nove nore to linking our
activities with budget. W woul d never get to a point,
| think, where we have sone formul a that says so nmuch
i nput related to so nuch safety, but | think we have
put in place a process that we can definitely link it
at appropriate levels to our strategies and to the
maj or goal s that we have set.

Recently, we had a GAO report that
acknow edged activities that we had done, and ot her

agenci es, in nmaking that |inkage. Wew || continueto
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work on that. 1 think we have made a | ot of progress
bothinternally, usingeffectiveness tenplates to plan
out activities across the offices, and | think that is
wor ki ng for us and hel ping us make the decision at
| east to get to the outcome. All this is about is to
put the noney on the things that will achieve results
and elimnate and not fund those things or nmake them
alower priority, those things that are not hel pi ng us
achieve the results that we m ght.

The last itemthat we have -- we did neet
with the OVB yesterday to give thema status on these
items, and | think that was well received by them
They like to have a | ot of comunication with us, and
we plan to do that. The next expected scorecard -- |
think you all are famliar they have scorecards --
t hey expect to issue a status report to the agencies
by the end of WMarch.

The last iteml would like to nention is
the triennial wupdate of the Strategic Plan. The
Gover nment Performance Results Act requires that every
three years we have a nmjor update. We can nake
updat es during the three-year period as need be. And
we wi | | be undertaking that. W are in the process of
pl anni ng that now, and that will be a major activity.

Qoviously, wew |l interact with the Conmm ssion onthe
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front end to get sone i nput, and obvi ously on t he back
end we will be comng to the Conm ssion with a plan
for your review and approval .

That concludes the formal part of our
briefing. In sumary, | think we have nmade a | ot of
progress again this year. l'"d like to take the
opportunity to thank the staff for their hard work and
dedi cation in hel ping the Agency achi eve its goal by
provi di ng good, prudent financial managenent and at
the sanme tine obtaining those resources necessary to
performthe mssion. And with that, we are prepared
to address your questions.

COW SSI ONER DI CUS:  Ckay. Thank you very
much, M. Funches. 1 shoul d have announced sooner --
let me doit now-- clearly you can see we do not have
a Court Reporter here today. He/she is stuck in
traffic, and we thought he/she would be here by now
but they have not arrived. However, the briefing is
taped, so there will be a transcript available for
anyone who wants it. And given that announcenent, |
would like to turn to Comm ssioner Diaz for any
guesti ons he may have.

COWM SSI ONER DI AZ: | thought | was | ast
t oday.

COMWM SSIONER DI CUS: Well, | wastryingto
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figure out, | think the last briefing we had | was
| ast, so | thought -- |I'mnot sure.

COW SSI ONER DI CUS:  The Bi bl e said | ast
shoul d be first.

(Laughter.)

COWM SSI ONER DI AZ: Thank you,
Conmi ssioner Dicus. Let's see, | have a few quick
guestions, and then 1'Il have a nore difficult

guesti on.

During this budget process, apparently
we're going to need nore tinme for OCMreview for the
next year budget, for Fiscal Year 03, and |I'm al ways
concer ned about how nuch ti me does t he Comi ssi on have
to consider these issues.

Have you planned to give us a little bit
nore tinme to really provide you with appropriate
i nput ?

MR. FUNCHES: We are putting together our
approach to the budget and a schedule, and we are
going to be providing that to the Conm ssion, you

know, basically informyou what we planto dowth the

schedul e.

| thinktime didget alittle shorter than
| ast year, but we will have in that, | believe -- and
you have totell neif it's not -- sufficient tine for
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t he Conm ssion, you know, to perform--

COWMM SSI ONER DI AZ: W have never had
sufficient time.

(Laughter.)

MR. FUNCHES: But we will try totine it
such that it is focused on a period of tinme that we
recogni ze that the sunmer is always a tinme that there
are ot her things happening, too, but we will have a
schedul e com ng to the Conmi ssion, and we woul d, you
know, do our best, as we have al ways, to stay on that
schedul e, and we woul d expect to stay with that.

COW SSI ONER DI AZ: So | hear a comm t nent
that this year we are going to have nore tine, is that
it, are you going to go on record?

MR. FUNCHES: More tinme --

COW SSI ONER DI CUS: Yes.

MR, FUNCHES: Yes.

COW SSI ONER DI AZ: Al right.

COWM SSI ONER McGAFFI GAN:  To give Jesse
sonme cover here, | think the person who is mssingto
your right i s sonebody who al so controls the tim ng at
whi ch the budget is presented to the Conm ssion.

COW SSI ONER DI AZ:  Well, we are taking
advantage that he is not here.

(Laughter.)
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MR.  FUNCHES: But we will give you a

schedule, and we wll endeavor to stay on that
schedule. And I think, you know, we would provide,
you know, anple tinme during the summer to conplete the
revi ew.

COW SSI ONER DI AZ: Ckay. Starfire has
spent alnost $11.7 million devel oping, and this year
and next year you have $2.7 mllion, $1.9 for
operations and mai ntenance, but no noney for further
devel opnent. Starfire is a perfect system

MR. FUNCHES: I would answer in two
pieces. Is it a perfect systen? Perfect is hard to
say because | think that there are obviously things
that are inherent in systemdesign that | would |ike
to see different, and other people would Iike to see
different, but they are part of the cost package, and
| think from a cost-effectiveness point of view we
won't be | ooking to make those changes.

For the next year, we don't see any
"devel opnment” cost. Obviously, we have sone Q&M cost .
There is one question that's out there and that
guestion relates to noving to the Wndows version
which is a conversion fromthe client server that we
have to a W ndows version, so that issue is out there.

It's like any software, the business nove from one
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version to the next version.

| think, you know, we have a systemthat's
working well now. | think fromthe point of view of
being timely, fromthe point of view of the system
performance and not delayed as you put time in, |
think that's working well. | think the staff is
working onit. I think we are past the | earning curve
in terms of the process, and | think people now are
| ear ni ng howto use the system W took some | essons
| ear ned. W had a lot of training. | think the
opportunity now that the time and attendance people
have worked very hard with us across the Agency, and
| would like to take the opportunity to thank themfor
their efforts and what they have done. W put in sone
nore training for them and | think that went well.
Charlotte m ght have sonme nore detail on how things
are wor ki ng.

M5. TURNER W' ve been trying to provide
i ndi vidual training to offices as they need it. |If
t hey are havi ng probl ens, we are sendi ng peopl e out to
actual Il y hands-on work with themt hrough t he probl em
and for the nost part we are getting positive feedback
fromthe offices on how the systemis worKking.

COW SSI ONER DI AZ:  That sounds |i ke good

news. Fees. | like to think of myself as a fiscal
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conservative, although my wife hates that possibility
at home, but |I' mal ways m ndful that peopl e think that
we are real ly charging the i ndustry, but we arereally
chargi ng the American ratepayers and peopl e who pay
for nmedical procedures, so fees are always an
| mportant issue.

Do you think that we could |ook at the
fees earlier in the budget process so that we can
factor it into our deliberations?

MR. FUNCHES: We are actually tryingto do
that this year. Hopefully we are going to be able to
gi ve you some information as part of the budget on
fees. Pete?

MR. RABI DEAU. What we are goingtotry to
do i s give you a sense of how nuch of the budget woul d
have to be charged to fees as opposed to trying to
gi ve you the fee schedule for all the licensees. That
woul d be a bit of a challenge for us intrying to nake
sone of the estimates in the time period that we have
to do that, but we wll be able to give you an
under st andi ng of how nmuch woul d have to be coll ected
t hrough fees.

COW SSI ONER DI AZ: Because | think that's
an inmportant issue that seens to be com ng sonetines

too late in the process.
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MR, FUNCHES: W'll try to share that

i nformation, give you sone indication of what the
i mplications are of the decision that's before you.

COW SSI ONER DI AZ: Okay. Contracts
cl oseout, one of your reportabl e conditions. Acouple
of years ago the Conmi ssion really asked all the
offices to look at the issue of contracts, issuing
contracts and closeout. And | notice that once in a
while this keeps surfacing. | know this is a cost-
cutting issue that goes to nmany offices. But from
your Vi ewpoi nt as our Chief Financial Oficer, are we
doi ng better in handling the i ssues of contracts, how
t hey are i ssued, howthey are nonitored, howthey are
paid, the entire issue of contracts, from your
Vi ewpoi nt .

MR. FUNCHES: From ny vi ewpoi nt and what
| see, | would say the answer to that is yes. | know
you asked a simlar question |ast year or the year
before, and | know the Ofice of Admnistration,
Division of Contracts had provided a response, they
worked with us on it. And I think they are nmaking
progress, and | think they have an effective program
interms of contracts. | know they are | ooki ng nore
at performance-based contracts, and ||l just kind of

speak for nyself, we try to do perfornmance-based
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contracts. It's not very easy to do sonetines, but it
i s another method of trying to bring nore efficiency
and effectiveness, if you will, in the contracting
process.

So, | know that they are using the tools
t hat they have available to themto be efficient and
effective in getting our contract work done. | can't
go into detail because | don't knowthat, but fromny
perspective, | think --

COW SSI ONER DI AZ: You think, or you
know?

MR. FUNCHES: | woul d say, you know, at a
fairly high level I would say | know, but in terns of

detail of how you go about doing that in the very

specific case, | don't know, sir. Admn would know
nore of that, but | do see the tools that they are
using, | think they are very effective tools to have

an effective contract program

COW SSI ONER DI AZ: | | ook at the briefing
in here, and there nust be sonething out there that
give you gray hairs, that nakes you sonetines sigh
|'"d like to see one issue that bothers you. There is
something out there that is not here, that really
concerns you, that you haven't sol ved, that you scream

at peopl e, you know, you |ose your cool ?
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(Laughter.)
COW SS| ONER Mt GAFFI GAN: The O fice of

Managenent and Budget .

MR.  FUNCHES: | would say that there's
two. Oneis -- you know, we did tal k about -- | guess
| didn't scream about it -- we are always concerned

about when we do newthings in the internal controls,
whet her they are working. The controls arethere, are
t hey working? So, we do spend a lot of tinme as part
of inplenentation of the straw process and now goi ng
back and sayi ng are the control s being inplenentedthe
way they are.

| think the other thing that is a
chal | enge, that naybe | didn't nmention here, is kind
of pl anni ng and budgeti ng when there i s uncertainty,
and | think when you get newthi ngs happeni ng early on
in a process, there's a lot of uncertainty there --
you know, uncertainty in new plans, area of
uncertainty -- you know, Horeland Security and all
t hose things. So, you always wonder did | plan
enough, is it going to happen the way you kind of
speculate now, so we try to do the best we can
pl anning those with the information we have. So, |
think about that alot. [It's not sonething | scream

about, but it is sonething that's a challenge, you
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know, trying to plan and budget when you don't have
t he history.

COW SSI ONER DI AZ: Do you have the tools
and the staff to take care of crises?

MR, FUNCHES: Yes.

COWM SSI ONER DI AZ: Ckay. Al'l right.
Thank you, Madam Chai r man

COW SSI ONER DI CUS:  Okay. Thank you. |
have a few questi ons just based upon the slides. [|'m
| ooking at Slide 4 -- and | think |I've asked this
guesti on before and have forgotten t he answer maybe - -
but on the goal of collecting 100 percent of our
budget -- and we generally goalittle over that -- is
that fromgetting delinquent fees?

MR, FUNCHES: Yes. It's a governnent-
based thing. Trying to estimate precisely is just
hard, and sonetines you do get fees -- you know,
people will be delinquent fromone year to the next,
and trying to esti mate hownmuch of the delinquents are
going to come into one year versus how nmuch i s going
to slip over into the next year. It gets to be
difficult.

| think, if you |l ook, we kind of early on
m ght even go alittle bit below, and the | ast couple

of years we've been alittle over, but it's just -- a
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lot of it isjust theinherent inability to be precise
on the estinmate.

COW SSI ONER DI CUS: Does that draw
anyone's attention -- | nean, are we wthin sone
reasonabl e bounds of this?

MR. FUNCHES: Yes, and really it has not
created any issues for us on the |low side or on the
hi gh si de.

COW SSI ONER DI CUS: Okay. |1'mgoing to
Slide, | think, 5, and | know you tal ked about this.
It has to do with the nanagerial cost-accounting
system sonething that the 1G had reported on. You
mentioned that | think it's in this Fiscal Year 2002
that you were going to have this taken care of. You
tal ked about it. | didn't get a clear feel, are we
really going to nmake it at the end of the year?

MR, FUNCHES: We think so, with the system
t hat we have put in place. The systemis working. W
are confortable that we have the system W are
produci ng the cost reports. W are sharing the cost
information with the managers. So, we are doing the
things that are required by the standard. So, ny
belief is that it has been adequately addressed.
Qobviously, the auditors have the final say, but we

will work with them They know what we are doi ng, but
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they will do their audit during the year. I am
confortable that we have put in a systemand we have
put in the processes that neet the intent of the
st andar d.

COW SSI ONER DI CUS: So you feel
confortable that the audit reports will showthat this
i s being acconplished. | may ask that next year.

MR FUNCHES: well, 1"l put it -- |
obviously would never suggest it to the auditor
because they --

COW SSI ONER DI CUS: | understand that,
but from your perspective --

MR, FUNCHES: From nmy perspective, |'m
confortable in what we are doing now, just trying to
make sure that the inplenmentation and everything is
wor ki ng as we anti ci pate.

COW SSI ONER DI CUS: Ckay. Thank you.
This next question falls a little bit follow ng up
behi nd sone of Conm ssioner D az. You're talking
about the OMB requiring expedited reporting, et
cetera. This is getting shorter and shorter and
qui cker and qui cker

Do you really feel -- alittle different
thing -- but you have the tools to do that, and what

el se inside the Agency has got to play into this? |
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mean, who do we need to give a heads-up to, if anyone?

MR. FUNCHES: | think we have the tools to
nmeet next year, which is a nonth shorter. The new
requirement is for next fiscal year, so we have to be
by the first of February, so | think we are prepared
to do that. W kind of tested that this year, so that
shoul dn't be an issue for us.

W were notifiedin Decenber about the new
date. It will affect across the Agency because, as |
menti oned before, the performance and accountability
report for the end of fiscal year -- in Novenber 2004,
performance and accountability report and the
financial statenent will have to be done by Novenber
15t h.

The performance report involves the
i ndi vidual cost agency. The performance report
obvi ously invol ves the Comm ssi on, you approve that.
So, yes, it will involve people across the Agency.

We are | ooking now, we are beginning to
plan and look at how to do it, working not only
internally but with other governnent agencies. The
good part of it is we have two and a half years to get
there, but it is not going to be an easy thing to do.
W're going to have to change a | ot of processes.

W're going to have to change how we do a |ot of
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things. W have the tinme to plan that out, and we're
going to be doing it fromour part, and al so worKking
with the CFO s council group that they have put
together to ook for nmeans to nake this happen.

COWM SSI ONER DI CUS:  So nobody i s goingto
be surprised?

MR.  FUNCHES: No, nobody wll Dbe
surprised, but we will conmuni cate across t he Agency,
work with all the people that have to have input to
this, to nake sure that early on they are brought in,
and then are part of the solution as opposed to taking
t he back end.

COW SSI ONER DI CUS:  Fi nal question. You
mentioned that we will have, | think, if | heard you
right, a Ilittle bit higher carryover from both
unliquidated as well as unobligated funds. [Is that
going to create any issues, and how nmuch nore are we
tal ki ng about, if you estimate at this point in tine,
because we are roughly halfway through the fisca
year, and so to see right nowthat we're going to have
nmore --

MR. FUNCHES: Yes. | would prefer not to
gi ve you an estimate right now because, as you know,
we got the supplemental and that's for the Honel and

Security that's beginning to work. W are doing a
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m dyear reviewthat has the potential for sone things
to be noved forward froml ast year to this year in one
maj or procurenent. So I'd like to see what the
m dyear |ooks like, and then maybe let you know at
that point what it |ooks |ike because | think right
now t here are sone things that are happening that we
need to see howit's going to shake out maybe over the
next nonth or so, and then at m dyear we shoul d have
a better feel for what it |ooks like.

COW SSI ONER DI CUS: Ckay. Thank you.
Conmi ssi oner M Gaffi gan.

COWM SSI ONER McGAFFI GAN:  Thank you. The
performance report by Novenber 15th, that's the
performance report for the preceding fiscal year that
you're going to have to have 45 days after the fiscal
year is over?

MR. FUNCHES: Absolutely correct.

COW SSI ONER McGAFFI GAN:  Isn' t that goi ng
to nmean that we're going to have a bunch of -- | nean,
generally, in those reports we provide a fair anount
of data about how we did conpared to our performance
nmeasures. WII| that data be available by -- | nean,
if you're going to give it to OMB on the 15th of
Novenber, you'll probably have to give it to us by the

1st of Novenber, so 30 days -- 30 days after the
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fiscal year is over you' re going to know how you did
vi s-a-vis the perfornmance nmeasures?

MR FUNCHES: In sone of the areas,
clearly we woul d have to nmake estimates, and we woul d
have to call them as such

COW SSI ONER McGAFFI GAN: Esti nmat es.

MR, FUNCHES: Yes.

COW SSI ONER  Mc GAFFI GAN: What is OWVB
going to do with this docunent between Novenber 15th
and February 1st when t he budget generally goes to the
Congress, especially if this goesintoeffect i n 2004,
which is a Presidential election year, you know, |I'm
sure they are counting on being re-el ected, but what
do they do with it in those two and a half nonths?

MR. FUNCHES: | think the theory or they
say that they work harder on the accelerated
productionis atinely issue, getting the information
out tinely to the decisionmakers, et cetera.

COW SSI ONER MCGAFFI GAN: This wi I | af fect

t hei r budget deci sions on a future budget, is that the

t heory?
MR. FUNCHES: | think so, and i nformati on
COW SSI ONER M GAFFI GAN: W get the
passbacks back before Novenber 15th. |'mjust trying
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to understand the logic of this requirement. ["m
probably not the only one in government trying to
understand the logic of it.

MR, FUNCHES: | think the logic of it
basically isit's built onthe commercial pattern, the
private sector pattern, you know, that the annual
report and financial statenments are to be issued
within a nonth, 30 days --

COWM SSI ONER McGAFFI GAN: These are the
Arthur Andersen certified funds?

(Laughter.)

COWM SSI ONER  Mc GAFFI GAN: No, |'m just
ki ddi ng. Sone of those have not been well taken
| ately, apparently they are fictional, but hopefully
ours will not be.

MR. FUNCHES: | think their enphasis is
timeliness of informati on not only to OVB, to Congress
and the other people. And | think the other thing
they are I ooking at is to have the governnment -- you
know, to have to produce a governnent financi al
statenent -- | can't recall the date that they were
| ooking for, I think they were | ooking a nonth after
that, so it would be Decenber 15th, the government
financial statenent. Ri ght now, the governnent

statement is issued the 20th of March.

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 (202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

36
COW SSI| ONER Mc GAFFI GAN: It does sound

like it's going to stress people no end, and it isn't
absolutely clear to me that OMB is at the height of
its budget season when it's giving peopl e passbacks
general ly, and dealingw threquirenments and all that,
that there's going to be a lot of attention paid to
t hese docunents on t he 15t h of Novenber, but 1'I1 just
let it pass, that's sonmething that's a mandate from
above.

The Chart No. 4 where you talk about
collecting 100 percent -- Conm ssioner Dicus has
al ready asked about that. The 2001, we collected
100. 4 percent of the 98 percent that we were supposed
to collect, is that what you're trying to say here?

MR. FUNCHES: That is correct.

COW SSI ONER Mt GAFFI GAN: So the goa
isn't collecting approximately 100 percent of NRC s
budget annually, it's collecting the statutory
per cent age mandat ed by Congress.

MR. FUNCHES: That's correct.

COWM SSI ONER McGAFFI GAN:  And whet her we
neet that goal -- okay. | think you may need to
change the English at some point.

MR. FUNCHES: Good point.

COW SSI ONER McGAFFI GAN: The Starfire.
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You may have thought you got away w th Conmm ssioner
Di az' questions, but nmy recollectionis-- and | don't
have it in front of nme -- but the report we sent to
OVB |l ast fall hadn't ruled out that we woul d soneday
try to get these additional nodul es that obvi ously we
didn't get in Starfire as it's been deployed at this
poi nt .

Are you saying, am | understandi ng your
answer to Commi ssioner Diaz that we basically have
gi ven up on whatever additional nodules were once a
gleamin our eye? They weren't a gleamin our eye,
t hey were supposed to be delivered.

MR. FUNCHES: | think what we had said,
and we had said inthe front of the report that we had
sent when we nodified it was that we were going to
focus on the nodul es that we brought up, the cost-
accounting nodul e, payroll, the human resources and
time and | abor.

VWhat we basically said was we were going
to defer a decision on whether or not we wanted to
pursue a new financial accounting system which was
one nodel, pursue travel manager nodel which was
anot her one of the nodels, and another one was a
procurenent nodel. What we basically said was we were

going to defer those decisions until sometine in the
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future, and we had basically said Fiscal Year 2004 or
t hereafter.

COW SSI ONER McGAFFI GAN: So t here' s t hree
nodul es that were part of the original Starfire where
we had difficult problem with a contractor, we
all egedly were using JFMP certified software that
wasn't any good, et cetera. So three nodul es have
been deferred until 2004.

MR. FUNCHES: A decisiononthose-- let's
put it this way, a decision on those --

COWM SSI ONER  Mc GAFFI GAN: Deci sion on
t hose has been deferred until 2004.

MR. FUNCHES: Well, we decided that we did
not want to -- there were two reasons. One is we did
not want to take on the devel opnent of additional
nodul es when we had a maj or effort on the way and we
wanted to nmake sure we got this one up and running.

The second thing is, and | think one of
the | essons | earned and | have a | esson | earned, is |
don't -- | want to make sure if I'mgoing to take on
a new nodul e, that they have been tested beyond t he - -

COW SSI ONER McGAFFI GAN:  You don't want
to be first anynore.

MR. FUNCHES: -- the certified one.

COMM SSI ONER M GAFFI GAN: This is a
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| ear ni ng organi zation, so the desire to be first and
best is no |longer part of our vocabul ary.

MR. FUNCHES: So the tim ng of that was to
say, you know, |ike there are some financial --

COWM SSI ONER McGAFFI GAN: Do we have sone
ot her agency who is sucker enough to be first?

MR.  FUNCHES: There were sonme people
| ooking at sone of the new financial accounting
nodul es, the core accounting nodul es, people were
| ooki ng at sone of those that People Soft has, that
ot her conpani es have. Let people test those out, see
how t hey work. Same thing with travel.

The ot her t hing, you know, | think we | ook
at i s alsocost-servicing, that's been very benefi ci al
to us to have sonebody else bring it up in nore than
one agency. |'ve been very pleased how that has
wor ked for our core accounting system

COWM SSI ONER McGAFFI GAN:  Speaki ng of nore
than one agency, that gets to nmy last Iline of
guesti oni ng. Does OWVB order overhaul of payroll
systens? W' ve just got a payroll system and | read
Federal Tinmes, and |I've obviously seen nenos as wel |,
you know, sort of urging us to, | guess, get involved
in sone sort of government-wi de effort to bring all

t he payroll systens up-to-date.
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How does this affect somebody |ike us?
W' ve got a state-of-the-art payroll system There
may well be other agencies that allowed us to go
first, wwsely for their part probably, but I saw OPM
was invitingus tojoinapartnershipwth theminthe
| ast few days. How are you going to deal with this
effort at governnment-w de approaches to payroll
systens to make sure that it doesn't adversely affect
us?

MR.  FUNCHES: Here's the concept. The
concept is -- and | think it's a good concept. The
concept is rather than | et the agenci es develop their
own payrolls, the HRsystem that the government ought
to have four or five of these that people can use. |
t hi nk that concept works. You |l earn, you know, we all
get paid basically the sane way. So the concept isto
have four of five of these.

What they are doing now, in this case,
what it looks like from a business case, they are
i nvol vi ng us and ot her peopl e who have state-of-the-
art time and |abor payroll system to get input to
t hat .

The ot her concept would be is their focus
in terms of timng would be, obviously, to focus on

t hose peopl e who are thinking about putting in a new
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systemfirst, and then phase that in, and people with
a new system would be at the back end. But the
ultimate goal would be to have one or two -- | think
t hey said four, maybe four systens that are avail abl e
across the governnent to be used.

COW SSI ONER McGAFFI GAN:  Ar e t her e enough
peopl e who have Peopl e Soft that we coul d be part of
a group that doesn't -- that maybe all works t oget her
-- | don't want to think about going to another
payrol|l system change in order to get |ined up

MR. FUNCHES: Hunman Resour ces and Payrol |
has been picked up by quite a few agenci es across
governnent. They are putting together their business
case and then they will go through a process of
selecting three or four systens they will use. But
People Soft is very heavily used throughout the
governnent, particularly the human resource area and
t he payroll area.

COW SSI ONER  Mc GAFFI GAN: So we are
unlikely to have i nposed on us anot her change in our
payrol | systenf

MR. RABI DEAU: This is an effort just
begi nning on their part. |I'mnot sure that we're in
a position to reach that conclusion at this tine.

COWM SSI ONER McGAFFI GAN:  Is it our goal
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to not have another payroll systemforced on us?

MR. FUNCHES: Qur goal woul d be not to go
t hr ough and bri ng up anot her new payroll system From
our perspective, that would be our goal. W are
partici pating. They have asked us for | essons | earned
i nput to the process. They are aski ng ot her agenci es,
too, that have done this, and we will participate.

COWM SSI ONER Mc GAFFI GAN: This Joint
Fi nanci al Managenent | nprovenent Programthat is out
there and once endorsed our earlier vendor on the
Starfire and all that, is that working any better now
than it did four or five years ago when we wandered
into assum ng their certification neant sonethi ng?

MR.  FUNCHES: If you recall, they did
certification. W had selected fromthat. | think
about a year or so after that, they went back and t hey
found sone flaws in what they had done and they
nodified that. | think the changes did make a big
i mprovenent to the certification process. They had
some self-certification going on by the vendor
t hensel ves, they would ask thenselves a series of
questions, and | think they did nore tests thensel ves,
and checking. And so | think the ultimate result is
a better certification on their part.

COM SSI ONER M GAFFI GAN: So JFMP
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certification now neans sonet hi ng?

MR. FUNCHES: It's positive. It's better
than it used to be.

COWM SSI ONER  Mc GAFFI GAN: Ckay. Thank
you.

COW SSI ONER DI CUS: Wl |, thank you. |
t hank you and your staff for not only the briefing,
but the work you do for the Agency, keep the payrolls
going, that's an inportant part of what we do.

Do any of ny fell owComm ssi oners have any
ot her comments to say?

(No response.)

Then with that, we are adjourned. Thank
you very nuch

(Wher eupon, the Conmm ssion neeting was

concl uded.)
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