Managers’ Internal Control Program

15t Qtr FY 2016 Teleconference
21 October 2015

Accountability & Audit Readiness: Sustaining Army’s Strength

Office of the Assistant Secretary of the Army
- (Financial Management & Comptroller) (OASA(FM&C))




Agenda

e Opening Remarks

e 2015 Annual Statement of Assurance (ASOA) Feedback
e FY 2016 Schedule of Events

e 2016 ASOA Guidance

* Upcoming MICP Initiatives

e Current Audit Readiness Engagements

e Questions/Comments
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2015 Annual Statement of Assurance Feedback
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2015 Army ASOA Feedback

e Thank you to those reporting organizations who submitted
their Feeder statements on time.

 Guidance and format must be adhered to for FY 2016
submission:

* TAB A-3: Managers’ Internal Control Program and Related
Accomplishments

* Must contain Internal Control Reporting Category
* See DoDI 5010.40, Enclosure 5, for list of reporting categories

» Description of Issue: briefly describe the problem or challenge
involved

 Accomplishment: indicate the control put in place and quantify
benefits derived from implementing the control

» Spell out acronyms when used for the first time.
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2016 Schedule of Events
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* FY2016 Schedule of Events

Completed

\/
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Date

8 Oct 2015

21 Oct 2015

7 Jan 2016

14 Jan 2016

7 Apr 2016

14 Apr 2016

16 May 2016

30 May 2016

Event

1stQtr Senior Level Steering Group/Senior Assessment Team (SLSG/SAT)

1st Qtr Teleconference with Reporting Organizations

2"d Qtr Teleconference with Reporting Organizations

2" Qtr SLSG/SAT

34 Qtr SLSG/SAT
3d Qtr Teleconference with Reporting Organizations

Annual statements from Army commands (ACOMs), Army service
component commands (ASCCs) and direct reporting units (DRUs) due to
OASA(FM&C)

Annual statements from HQDA Principal Officials due to OASA(FM&C)

SAFM-FO

SAFM-FO

SLSG

SLSG

SAFM-FO

Commands

HQDA
Principal
Officials



FY 2016 Schedule of Events (Continued)

Complete Date Event OPR
18 Jun 2016 Draft Army statement of assurance delivered to SLSG/SAT members for SAFM-FO
coordination
25 Jun 2016 SLSG/SAT member comments on draft Army statement due to HQDA
OASA(FM&C) Principal
Officials
7 Jul 2016 4t Qtr SLSG/SAT SLSG
14 Jul 2016 4t Qtr Teleconference with Reporting Organizations SAFM-FO
21 Jul 2016 Release final draft Army statement thru DASA(FO) to SecArmy for SAFM-FO
signature
24 Aug 2016 Final signed Army statement delivered to the Secretary of Defense SAFM-FO
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2016 ASOA Guidance
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2016 ASOA Guidance

e Summary of changes:

— Adoption of OMB A-123/ DoDI 5010.40 categories of
Internal Control Deficiencies
 Material Weakness
e Reportable Condition
e Internal Control Deficiency

— Additional feeder systems for ICOFS
— New Tab A-5 for Reportable Conditions

e Anticipate release of 2016 ASOA guidance no later than
November 10.
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2016 ASOA Guidance (Continued)

 Reporting organizations are encouraged to report
material weaknesses as soon as they are
identified. New weaknesses identified during the
year should be reported before the submission of
the statement of assurance to ensure the
complete staffing of a weakness with all
functional proponents.
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New Categories of Internal Control Deficiencies

* Internal Control Deficiency

— The design or operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis.

* Reportable Condition

— A control deficiency, or combination of control deficiencies, that in management’s
judgment, should be communicated because they represent significant weaknesses
in the design or operation of internal control that could adversely affect the
organization’s ability to meet its internal control objectives.

— (Financial Reporting) .. that adversely affects the entity’s ability to initiate, authorize,
record, process, or report external financial data reliably in accordance with
generally accepted accounting principles such that there is more than a remote
likelihood that a misstatement of the entity’s financial statements, or other
significant financial reports, that is more than inconsequential will not be prevented
or detected.

* Material Weakness

— Areportable condition, or combination of reportable conditions, that results in
more than a remote likelihood that a material misstatement of the financial
statements, or other significant financial reports, will not be prevented or detected.
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Upcoming MICP Initiatives

Accountability & Audit Readiness: Sustaining Army’s Strength



Upcoming MICP Initiatives

e Revision of AR 11-2

— Request for input will be sent out in the next
week

e Leadership Emphasis Memos to be updated
e Training alternatives will be explored (DCS, VTC)
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Current Audit Readiness Engagements
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Audit Readiness General Fund Timeline — Full Financial Statements
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Army Working Capital Fund Audit Readiness Timeline

Statement Audit

Testing

AWCF FY 12 FY 13 FY 14 FY 15 FY 16 Q1-3 | Q4 FY 17 FY 18
_ _ Audit CA Full Financial Full Financial
Wavwe 4: Full Financial _ Corrective Actions Statement Audit | Statement Audit
Discowvery (CA) / Recurring

Corrective Actions

* Corrective actions through FY15 are prioritized to ensure necessary controls
are operating effectively to perform a Financial Statement audit of selected
line items in FY16

— Contract for FY16 audit awarded to KPMG

* Full financial statement audits will begin in FY17

* Corrective actions will continue through FY17 to remediate remaining
ineffective controls necessary to support a controls-based audit on the FY18
Financial Statements
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Way Ahead

e Q2 FY 2016 Teleconference with Reporting
Organizations

/ January 2016, 1100-1200

» Q2 FY 2016 SLSG/SAT Meeting:
14 January 2016, 1300-1430

Pentagon Library Conference Center (PLCC)
Room Bl

Accountability & Audit Readiness: Sustaining Army’s Strength




Questions/Comments
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