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Existence & Completeness Status Update 

Military Equipment/General Equipment Audit Readiness 

Real Property Audit Readiness 

Operating Materials & Supplies Audit Readiness 

 



Accountability & Audit Readiness: Sustaining Army’s Strength 

 ME/GE E&C Assertion Review 

 ME/GE E&C Testing Execution 

 ME/GE E&C Control Activities, 
Common Deficiencies, and  
Corrective Actions 

 ME/GE E&C Audit Readiness 

 Questions and Wrap-Up 

Agenda 
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FIAR Phases 

The FIAR Guidance divides audit readiness activities  
into six distinct phases.  

 

Discovery Evaluation Audit 
Corrective 

Action 
Assertion Validation 

Audit Readiness Phases Phases of an Audit 

Once the Army is audit ready, the audit cycle phases occur annually. 
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# FIAR Guidance Phase Description 

1 Discovery Define and prioritize processes, assess risks, test controls, identify weaknesses. 

2 Corrective Action Develop and execute corrective actions in the FIP. 

3 Evaluation Evaluate corrective action implementation effectiveness through testing. 

4 Assertion Compile proof of audit readiness for OUSD(C) and DoD OIG review. 

5 Validation OUSD(C) and DoD OIG review assertion package. 

6 Audit Independent public accounting  firm performs audit supported by reporting entity. 

The Office of the Under Secretary of Defense (Comptroller) (OUSD(C)), Department of Defense Office of Inspector General (DoD OIG) 
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What does the Army FIP team mean by an “assertion”? 

 

Assertions represent audit readiness milestones in  
the FIP whereby the Army states it is prepared for an 

audit.  

 

ME/GE E&C Assertion Review 
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ME/GE E&C Assertion Review 

Existence/Occurrence All reported transactions actually occurred during 
the reporting period and all assets and liabilities 
exist as of the reporting date. 

Completeness  All assets, liabilities, and transactions that should 
be reported have been included and no 
unauthorized transactions or balances are 
included. 

Valuation All assets and liabilities have been properly valued, 
and where applicable, all costs have been properly 
allocated. 

Rights and 
Obligations 

All assets are legally owned or controlled by the 
entity and all liabilities are legal obligations of the 
entity at a given date. 

Presentation and 
Disclosure 

The financial report is presented in the proper 
form and any required disclosures are present. 
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ME/GE E&C Assertion Review 
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Rights & 
Obligations 

Completeness 

Existence 

Assertion Audit Readiness Activities 

Inventory Re-Performance 
Independent auditor performs 
physical inventory to verify 
existence of asset and accuracy 
of asset record for randomly 
selected assets 

PBUSE 

“Book to 
Floor” 

PBUSE 

“Floor to 
Book” 

Reverse Testing 
Independent auditor traces an 
asset from the field back to the 
accountable system of record to 
verify completeness of asset 
records 

Supporting Documentation 
Analysis 

Independent auditor verifies 
asset chain of custody, accuracy, 
and authorization to conduct 
transactions 
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ME/GE E&C Testing Execution 
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OASA(FM&C), Army G-4, Army G-8, and 
OASA(ALT) have determined E&C ME/GE 
Mission Critical Assets criteria to include: 
 Asset unit price of $100,000 or greater 

 Class VII or other functionally complete end 
items (does not require inventory of BII or 
SKO components) 

 Expected useful life of two or more years 
 

E&C ME/GE Mission Critical Assets 
typically: 
 Maintained in line with AR 710-2 and           

AR 735-5 

 Have property records within the accountable 
property system of record, PBUSE 

 May reside on MTOE, TDA, TASC, NEC, JTA 
property books 
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The Army’s internal controls assessment focuses on control 
activities that exist throughout the an asset life cycle: 

Internal Controls Testing Approach 
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Inquiry 
Discuss with staff how the 
internal control activity is 

performed. 

Observation 
Observe staff performing 

the specific control activity. 

Walkthrough 
Trace a sample of control 

documentation through its 
life cycle beginning at 

initiation.  

Test of Design 

Inspection 
Inspecting documents to 

ensure evidence of proper 
execution of the control. 

Re-performance  
Recalculating key numbers 
that are calculated as part 

of the internal control. 

Tracing or Vouching 
Following a transaction 

from origination through 
the entity’s information 

systems until it is reflected 
in the entity’s financial 

statements. 

Test of Operating Effectiveness 



Accountability & Audit Readiness: Sustaining Army’s Strength 

ME/GE E&C Testing Execution 
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Feb 
Initiate  

Quick Wins 
testing 

Mar - Oct 
Conduct 

Quick Wins 
testing 

Jan 
Conclude 

Quick Wins 
testing 

Mar - Nov 
Conduct 

FORSCOM 
IMCOM  

TRADOC 
substantive 

testing 

Mar 
Assert  
Quick  
Wins 

Dec 
Conduct 
ARNG 

substantive 
testing 

Oct 
Conduct 

USARPAC 
substantive 

testing 

Sept - Dec 
Reconcile 

APSR system 
data to legacy 

MEV 

Nov 
Conduct 

PEO 
substantive 

testing 

Jan - May 
Conduct 
ARNG 

substantive 
testing 

Feb - Mar 
Conduct 

TRADOC 
USARC 

substantive 
testing 

Mar - Dec 
Conduct 

FORSCOM
IMCOM 

TRADOC 
ARNG 

USARC  
re-testing 

Feb - Sept 
Refine 
APSR 

population 
with PEOs 

/ PMs 

Sept 
Utilize 

APSR data 
for 

financial 
reporting 

Apr - Dec 
Conduct 

FORSCOM
IMCOM 

TRADOC 
ARNG 

USARC  
audit 

readiness 
training 

May - Jun 
Conduct 

USARPAC 
USAEUR 
substantive 

testing 

Complete 

In Process 

Coordinating 

Jan - Jul 
Conduct 

FORSCOM
IMCOM 

TRADOC 
ARNG 

USARC  
audit 

readiness 
training 

Jan - Jul 
Conduct 

FORSCOM
IMCOM 

TRADOC 
ARNG 

USARC  
re-testing 

Dec 
Assert 
E&C 

Mission 
Critical 
Assets Aug - Dec 

Build 
assertion 
package 

Aug - Dec 
Review 
assertion 
package 

with 
OUSD, 
AAA 
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ME/GE E&C Control Activities, Common Deficiencies, 
Corrective Actions 
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ME/GE Control Activities 
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Organization SOP 

Quality Assurance Reviews 

Financial Reporting/JV 
approval 

NA 

Warehouse Security 

Physical Inventory 

Acceptance/Transfer/Disposal 
of Equipment 

Other Known Deficiencies 

System Access/System Access 
Review 
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Physical Inventory  
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Audit Readiness Goal:  
Physical inventory of accountable assets are conducted in accordance with regulation. 
Past inventories are supported by documents which are complete and provide an 
accurate history and audit trail. 

Criteria/Testing Parameter:  
Physical inventory of assets must be accurate and 
must be supported by documentation. At a 
minimum, retain a copy of the last signed 
inventory log, DA Form 2062, a copy of the current 
assumption of command and DA Form 1687 when 
delegated authority is required. 
 
Independent auditors may re-perform physical 
inventory of assets to test accuracy. 

Control # 1.05, 2.05 
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Physical Inventory 
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Expected Control Environment:  
Property accountability controls including the physical inventory of accountable assets 
are conducted in accordance with AR 710-2. PBUSE transactions are supported by 
documents which are complete and provide an accurate history and audit trail in 
accordance with AR 710-2 and AR 735-5. 

 
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Physical Inventory 
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X 

Common Deficiencies 

Assets Found on 
Installation (FOI) 

Assets Not Found on 
Installation (NFOI) 

Lack of organization or 
unit physical inventory 

Use of DA Form 4949 for 
asset disposal 

Use of FLIPL for update 
of serial numbers 

Serial number 
discrepancies between 
physical asset and 
PBUSE 
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Physical Inventory 
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X 

Deficiency Example:  Serial number discrepancies between physical asset and PBUSE 

 Signed DA FORM 2062 SN . . . . 0624 
Actual SN . . . . . . . . . . . . . . . . . . 64220 
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Physical Inventory 
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Impact:  
Accurate physical inventory of assets and complete transaction documentation 
ensure that asset records accurately depict a unit’s property, and the Army has 
assurance of their asset universe. 

Corrective Action:  
Ensure a three-way match is achieved during physical inventory of assets, 
including verifying accuracy and consistency of asset serial numbers and data 
elements as reported within PBUSE, asset supporting documentation, and the 
asset itself. Where appropriate, a DA Form 4949 should be submitted and PBUSE 
updated with the correct data elements. Supporting documentation be updated 
to reflect any DA Form 4949 changes. 
 
Assets deemed FOI and NFOI should be processed through the appropriate 
procedures to reflect an accurate property book. This may entail closing pending 
transactions in PBUSE, processing a receipt form for an asset, or completing a 
Financial Liability Investigations of Property Loss (FLIPL). 
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ME/GE Control Activities 
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Organization SOP 

Quality Assurance Reviews 

Financial Reporting/JV 
approval 

NA 

Warehouse Security 

Physical Inventory 

Acceptance/Transfer/Disposal 
of Equipment 

Other Known Deficiencies 

 System Access/System Access 
Review 
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Acceptance/Transfer/Disposal of Equipment 
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Audit Readiness Goal:  
PBUSE transactions are supported by transaction documents which are readily available, 
complete, accurate, and conducted by authorized personnel in a timely fashion.  

Criteria/Testing Parameter:  
Organization property book transactions must 
be supported by documentation and identify 
the personnel who authorized the transaction, 
how long the transaction took to complete, and 
if transaction documentation was retained. 
 
Independent auditors may randomly sample an 
organization’s PBUSE activity register, and test 
for transaction accuracy, authorization, 
completion, and retention. 

Control # 1.06, 2.06 
Control # 1.07, 2.07 
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Acceptance/Transfer/Disposal of Equipment 
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Expected Control Environment:  
Transactions are authorized by an individual appointed on an Assumption of Command 
(AoC) memorandum, appointment memorandum, or delegated property responsibility on 
a DA Form 1687, Notice of Delegation of Authority, valid for the UIC and transaction date.  
 
Transactions are accurate and complete. Transactions are posted to PBUSE within the 
required time. AR 710-2 1-21.c outlines the objective of posting stock records within 
three calendar days from the receipt of asset.  
 
Transaction documentation is retained per minimum requirements by regulation. 
 
 

 
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Acceptance/Transfer/Disposal of Equipment 
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 

Assumption of Command 
Memorandum: 
 AoC to be completed in 

accordance with AR 600-20 
– Army Command Policy 

 
 Include pertinent data 

elements including six 
character UIC, Effective 
Date, and Signature of 
Commander 
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Acceptance/Transfer/Disposal of Equipment 
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 

DA Form 1687 – Notice of Delegation of Authority: 
 DA Form 1687 to be completed in accordance with DA PAM 710-2-1 
 Include pertinent data elements including six character UIC, Effective Date, 

Expiration Date, Signature of Commander, Signature of Delegated Personnel, 
Transaction Type Authority (Request, Receive, Turn In)  
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Acceptance/Transfer/Disposal of Equipment 

23 

 

Transaction 
Documentation: 
 Completed in 

accordance with form 
instruction indicated 

 Contain pertinent data 
elements including 
appropriate Segregation 
of Duties, Request / 
Receive / Issue Dates, 
Voucher or Document 
Number, six character 
UIC, Signature of 
Commander or 
Delegated Personnel 
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Acceptance/Transfer/Disposal of Equipment 
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Common Deficiencies 

X 

Unit’s inability to 
produce requested 
documents 

Lack of signature on 
assumption of 
command or 
appointment memo 

Transaction 
completed by 
unauthorized 
personnel 

Inconsistent use of 
manual and digital 
signatures 

Using organization 
designator instead of 
UIC 

Use of parent UIC in 
place of derivative 
UIC 
 

Inaccurate forms (Not 
signed, dated, lack of 
segregation of duties) 
 

Transaction closed in 
PBUSE greater than 
three days following 
receipt of asset 

Destruction of 
supporting 
documentation 
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Acceptance/Transfer/Disposal of Equipment 
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X 

Deficiency Example:  Using organization designator instead of UIC 
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Acceptance/Transfer/Disposal of Equipment 
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Impact: Accurate, complete, and authorized transactions ensure that recorded 
transactions represent events that actually occurred and reduce the risk of the Army being 
exposed to loss of assets and potential misstatements. 

Corrective Action: PBO and Asset Property Managers should engage hand receipt holders in increased 
training and process discipline to ensure that all supporting documentation is filled out accurately, completely, 
and signed by authorized personnel.  
 
The PBO should ensure appointment orders are undersigned by Commanders and Primary HRH or accountable 
officers, where authority is delegated. Appropriate segregation of duties should be established to mitigate 
potential asset misstatements. There should be Consistency in use and type of signatures should be followed. 
 
PBO should establish processes to reconcile transactions which are due-in and those which are deemed as 
pending within PBUSE. Where transactions have been received and accepted by a unit or organization, the PBO 
should process and close the transaction within PBUSE, per timeframes listed in AR 710-2.  
 
PBO and Property Control Custodian should evidence when a transaction document is received with a stamp 
that includes the date and initials of who received the document. 
 
PBO should update document retention policies to retain capital asset initial purchase documents permanently 
and documents supporting accounting records for a minimum of six years as outlined in AR 710-2 2.5.r.s. Any 
missing documentation must be substituted with a statement including all information recorded in the 
document register for the lost document and signed by the property book officer.  
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ME/GE Control Activities 

27 

Organization SOP 

Quality Assurance Reviews 

Financial Reporting/JV 
approval 

NA 

Warehouse Security 

Physical Inventory 

Acceptance/Transfer/Disposal 
of Equipment 

Other Known Deficiencies 

 
 

System Access/System Access 
Review 
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Organization SOP 
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Audit Readiness Goal:  
The organization documents property accountability policies and procedures in a SOP 
and conducts regular reviews to maintain up to date guidance. 

Criteria/Testing Parameter:  
The organization documents property 
accountability policies and procedures in a 
SOP, and can produce the document upon 
request. 
 
Independent auditors may request and  
review an organization’s SOP, to review for 
compliance with Army Regulations. 

Control # 1.01, 2.01 
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Organization SOP 
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Expected Control Environment:  
A unit supply SOP should outline responsibilities of unit supply personnel; types of 
records, reports, and forms required; detailed procedures for requesting, receiving, 
storing, inventorying, issuing, and turning in supplies and equipment; and procedures 
for initiating adjustment actions for lost, damaged, or destroyed items. Organization 
SOP should be in accordance with Army Regulation. 

 



Accountability & Audit Readiness: Sustaining Army’s Strength 

Organization SOP 
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X 

Common Deficiencies 

Unit’s lack of SOP SOP outdated or not 
updated on a regular 
basis 

SOP not in 
compliance with 
Army Regulation 
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Organization SOP 
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Impact:  
Documenting policies and procedures of the organization in a SOP ensures that 
accounts and all transactions or assets they accumulate are properly classified and 
accounting principles are consistently applied from period to period. 

Corrective Action:  
PBO should complete an SOP and conduct at least an annual review which is 
evidenced by signing and dating the SOP or coversheet. In accordance with AR 710-2 
Table B-1 E.2, SOPs should be current and complete addressing the proper use, care, 
custody, and safekeeping of government property. 
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ME/GE Control Activities 
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Organization SOP 

Quality Assurance Reviews 

Financial Reporting/JV 
approval 

NA 

Warehouse Security 

Physical Inventory 

Acceptance/Transfer/Disposal 
of Equipment 

Other Known Deficiencies 

 
 
 

System Access/System Access 
Review 



Accountability & Audit Readiness: Sustaining Army’s Strength 

Quality Assurance Reviews 
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Audit Readiness Goal:  
The Army has processes in place to ensure that property accountability is established, 
asset records are accurate, and transactions are supported by adequate documentation. 

Criteria/Testing Parameter:  
CSDP is implemented, results of evaluations 
are documented, and findings are resolved in 
order to standardize supply discipline 
throughout the Army in accordance with AR 
710-2, Appendix B. 
 
Independent auditors may request and  
review an organization’s CSDP, to review for 
compliance with Army Regulation. 

Control # 1.08, 2.08 
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Quality Assurance Reviews 
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Expected Control Environment:  
Quality control programs are in place to gain assurance over the accuracy of property 
records during periods of time between inventories. 

 
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Quality Assurance Reviews 
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X 

Common Deficiencies 

CSDP is not followed 
in accordance with AR 
710-2, Appendix B. 

Unit did not 
participate in CSDP 

CSDP outdated or not 
updated on a regular 
basis 
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Quality Assurance Reviews 
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X 

Deficiency Example: CSDP outdated or not updated on a regular basis 
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Quality Assurance Reviews 
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Impact:  
Recorded transactions represent economic events that actually occurred and 
transactions are supported by adequate documentation. 
  

Corrective Action:  
Organization leadership and PBO implement CSDP evaluations, documenting 
results and resolving findings in line with AR 710-2, Appendix B.  
 
The frequency of CSDP evaluations should be in compliance with AR 710-2, 
Appendix B, Table B-7. 
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ME/GE Control Activities 
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Organization SOP 

Quality Assurance Reviews 

System Access/System Access 
Review 

Financial Reporting/JV 
approval 

NA 

Warehouse Security 

Physical Inventory 

Acceptance/Transfer/Disposal 
of Equipment 

Other Known Deficiencies 

 
 
 
 
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System Access/System Access Review 
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Audit Readiness Goal:  
PBUSE transactions were initiated and completed by individuals authorized to access 
the system and checks are performed annually. 

Criteria/Testing Parameter:  
Inquire of organization or unit 
system access policies for PBUSE. 
Review system access list. 
 
Independent auditors may request 
and  review an organization’s 
policies and procedures regarding 
information system access and 
authorization. 

Control # 1.02, 2.02 
1.03, 2.03 



Accountability & Audit Readiness: Sustaining Army’s Strength 

System Access/System Access Review 
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Expected Control Environment:  
PBUSE user access is approved and monitored regularly. According to the GAO Federal 
Information System Controls Audit Manual (FISCAM), access controls limit or detect 
inappropriate access to computer resources (data, equipment, and facilities), thereby 
protecting them from unauthorized modification, loss, and disclosure.  
 
System access to PBUSE is annually monitored by the installation/command to ensure 
that current users need access and the privileges are appropriate for the users current 
job responsibilities. This review is evidenced by the Information System Manager’s or 
designee signature and date on the system access user report or equivalent. 
 
Without adequate access controls, unauthorized individuals, including outside intruders 
and former employees, can surreptitiously read and copy sensitive data and make 
undetected changes or deletions for malicious purposes or personal gain. In addition, 
authorized users can intentionally or unintentionally read, add, delete, modify, or 
execute changes that are outside their span of authority. Due to the frequent change of 
property book staff, a best practice is to review user access on a quarterly basis.  
 

 
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System Access/System Access Review 
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X 

Common Deficiencies 

PBUSE system access 
review not conducted 

Personnel using other’s 
log in information to 
post transactions 

Improper use of PBUSE 
transaction codes 

PBUSE ‘Date Last 
Inventoried’ not being 
updated 

Documentation 
evidencing review of 
PBUSE user access was 
not retained 
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System Access Review 
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X 

Deficiency Example:  PBUSE ‘Date Last Inventoried’ not being updated 
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System Access/System Access Review 
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Impact:  
Recorded transactions represent events that actually occurred and reduce the risk of 
the Army being exposed to loss of assets and potential misstatements. Without 
adequate access controls, unauthorized individuals, including outside intruders and 
former employees, can surreptitiously read and copy sensitive data and make 
undetected changes or deletions for malicious purposes or personal gain. In addition, 
authorized users can intentionally or unintentionally read, add, delete, modify, or 
execute changes that are outside their span of authority.  

Corrective Action:  
Installation/command  and PBO review PBUSE user access on annual basis and 
evidence this by signing and dating the user access list. When necessary, ensure all 
appropriate personnel have PBUSE user accounts. 
 

Complete all data fields in PBUSE, including ‘Date Last Inventoried’ following physical 
inventories. 
 

Utilize appropriate transaction codes when conducting PBUSE transactions. 
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ME/GE Control Activities 
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Organization SOP 

Quality Assurance Reviews 

Financial Reporting/JV 
approval 

NA 

Warehouse Security 

Physical Inventory 

Acceptance/Transfer/Disposal 
of Equipment 

Other Known Deficiencies 

 
 
 
 

 System Access/System Access 
Review 
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Warehouse Safeguarding  
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Audit Readiness Goal:  
Assets in storage are properly safeguarded and security is adequate. 

Criteria/Testing Parameter:  
Walkthrough of organization warehouse to 
observe whether assets were appropriately 
safeguarded and appropriate segregation of 
duties existed. 
 
Independent auditors may perform a 
walkthrough of warehouse or Supply Support 
Activity (SSA) to test safeguards. 

Control # 1.04, 2.04 
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Warehouse Safeguarding 
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Expected Control Environment:  
Assets in storage are properly safeguarded and security is adequate. Standard operating 
procedures are in place and used at warehouse locations. 

 
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Warehouse Safeguarding 
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X 

Common Deficiencies 

Lack of physical 
safeguarding  

Lack of key control log Unit’s lack of SOP 
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Warehouse Safeguarding 
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Impact:  
Use of appropriate safeguarding ensures that there is controlled access to assets, critical 
forms, records, processing and storage areas.  It also provides greater certainty that 
recorded assets exist on a given date. 

Corrective Action:  
Ensure the warehouse SOP contains procedures for segregating duties, securing 
property, and preventing fraud, waste and abuse.   
 

Where appropriate, all non-assigned personnel should be required to sign in and be 
escorted if entry is permitted.   
 

All gates and doors should be secured during non-business hours. Sensitive items 
should be kept in locked cages and lockers located within a locked fenced area.  
Pilferable equipment located in the outside of the warehouse should be secured, or 
kept in secured containers.   
 

Keys for all lockers, cages, fences and entry doors are secured and maintained with a 
key control log. 
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ME/GE Control Activities 
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Organization SOP 

Quality Assurance Reviews 

Financial Reporting/JV 
approval 

NA 

Warehouse Security 

Physical Inventory 

Acceptance/Transfer/Disposal 
of Equipment 

Other Known Deficiencies 

 
 
 
 

 
 

System Access/System Access 
Review 
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Financial Reporting / JV Approval 
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Audit Readiness Goal: 
Army is fairly and accurately presenting information on its financial statements in 
accordance with regulation. 
  

Criteria/Testing Parameter:  
Independent auditors may perform 
substantive tests to verify balances presented 
in the Army financial statements. 

Control # 1.09, 2.09 
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Financial Reporting/ JV Approval 
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Expected Control Environment:  
Journal vouchers that account for the assets held in PBUSE are conducted on a 
quarterly  basis. This entry is reviewed and approved by OASA(FM&C) – FOR leadership 
prior to submitting to DFAS for posting. The approval is evidenced by e-mail. 

 
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ME/GE Control Activities 
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Organization SOP 

Quality Assurance Reviews 

Financial Reporting/JV 
approval 

NA 

Warehouse Security 

Physical Inventory 

Acceptance/Transfer/Disposal 
of Equipment 

Other Known Deficiencies 

 
 
 
 

 
 
 

System Access/System Access 
Review 



Accountability & Audit Readiness: Sustaining Army’s Strength 

 Non-APSR System use 

 Government Furnished Equipment/Property 

 Depot Maintenance 

 Global Combat Support System-Army 

 

Other Known Deficiencies 
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ME/GE Control Activities 
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Organization SOP 

Quality Assurance Reviews 

Financial Reporting/JV 
approval 

NA 

Warehouse Security 

Physical Inventory 

Acceptance/Transfer/Disposal 
of Equipment 

Other Known Deficiencies 

 
 
 
 

 
 

 
 

System Access/System Access 
Review 
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 For the Army to become audit ready, the following key capabilities 
must be achieved within the ME/GE property accountability 
environment: 
 Physical inventory count procedures and documentation will withstand audit 

scrutiny. 

 Controls over recording asset acquisitions, disposals, and transfers are 
effective. 

 Financial and management data is reliable and accurate in PBUSE. 

 Supporting documentation is retained and available. 

 Corrective actions are designed and implemented to address weaknesses in 
processes, internal controls, and systems. 

ME/GE E&C Audit Readiness 
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Questions and Wrap - Up 
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