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TAB A

Actions Taken to Enhance the Effective Application of Management Controls
In addition to the measures outlined in the cover memorandum, specific actions taken during this fiscal year to enhance management controls within the Office of the Assistant Secretary of the Army (Financial Management and Comptroller) (OASA (FM&C)) include:

· Conducting meetings with the proponents within OASA (FM&C) to ensure that required management control evaluations are focused on key/critical areas.

· Developing and implementing a Management Control Plan for the OASA (FM&C).

· In accordance with this plan, requiring that OASA (FM&C) elements conduct formal evaluations in the areas of Special Mission Funds, Physical Security, Information Systems Security and the Management Control process itself.  

· Conducting management control training sessions for new managers and staff within the OASA (FM&C).

Specific actions taken in FY 2001 to enhance management controls throughout the Army include:

· Educating and training commanders, managers and Management Control Administrators (MCA) on their role in the management control process.  The purpose of this training is to increase the understanding of how to use the Army's management control process as a means to effective mission accomplishment within available resources.  Specifically, we:

· Conducted the seventh annual Army Management Control Training Conference.  This conference provided over 100 major command (MACOM), installation and HQDA staff agency MCAs with critical information, a forum to discuss current management control issues and ideas for better process implementation. 

· Conducted 26 briefings/presentations to over 1100 commanders, managers and MCAs Army-wide.  These briefings/presentations focused on the effective implementation of the Army's management control process.

· In conjunction with the US Department of Agriculture Graduate School, Government Audit Training Institute (GATI), conducted two-hour classes to teach the effective administration of the Army's management control process.  We offer this course on a per-student basis.  Designed for MCAs, the GATI taught 11 classes reaching 362 students in FY 2001.  

· GATI continued providing management level employees with on-site training on their role in the Army's management control process.  During FY 2001, GATI taught seven classes reaching 178 students.

· Using the Senior Level Steering Group as an Army "corporate" review board, both at mid-year review to review selected and potential Army level material weaknesses and at year-end to review the Secretary of the Army's annual statement to the Secretary of Defense. 

· Promoting management controls as an effective means of resource stewardship by participating in video teleconferences sponsored by the US Army Forces Command to provide direct interaction with administrators in the field.

· Maintaining an e-mail network of MCAs at all MACOMs and HQDA staff agencies.  We are now sending all management control correspondence to the field through this e-mail network.  We are also continually updating our Army Management Control website to ensure accurate and easily accessible information.

· Conducting the Army's Internal Review (IR) Training Symposium for 400 Active Army, Army National Guard, and Army Reserve auditors from around the world.  The theme of the FY 2001 symposium was "Internal Review – A Primary Defense Against Fraud.”  The curriculum included instruction on Fraud in DOD, Government Credit Card Fraud and Contract Fraud.

· Publishing a quarterly newsletter for the IR community entitled "The IR Journal."  In this newsletter, we keep local IR offices abreast of changes in the Army's internal audit community, professional practices, training, and management controls.

· Administering the Internal Review portion of the joint IR/U.S. Army Audit Agency (USAAA) Morale, Welfare and Recreation (MWR) Audit Planning Group.  This group seeks to provide comprehensive audit coverage to MWR activities in the most cost-effective manner possible.

· Working to reduce the rate of travel card delinquency by Army cardholders.  Vice Chief of Staff, Army memoranda were sent to all major commanders, emphasizing the need to reduce delinquency and establishing goals.  As a result of this effort, the Army made significant reductions in the rate of cardholder delinquency, as well as the number of accounts and dollar amount written of by the contractor.

In addition, we have undertaken several efforts that will contribute to the improvement of management controls throughout the Army in future years:

· The ASA (FM&C) is responsible for providing the necessary financing of defense contractors through programs authorized by law (10 U.S.C. 2307 and 41 U.S.C.) and regulated by Federal Acquisition Regulation, Subpart 32.  The Army’s Contract Financing function plays an important role in this process. I am seeking funding to automate this function, which would eliminate the voluminous amount of paper otherwise required to process actions.  

· We worked to improve the interfaces between financial and logistics functions to facilitate implementation of Single Stock Fund (SSF).  Programming problems related to the move toward SSF are being resolved as they are identified.  Problems internal to the Army Working Capital Fund have been surfaced and are being resolved.  The logistics and financial communities continue to work closely to improve SSF processes that promote more efficient logistics and financial management.

· We were actively involved in the continued automation and integration of the Army’s purchase card program with financial management and payment systems.  U.S. Bank developed the Customer Automation and Reporting Environment (C.A.R.E.) system under the terms of the General Services Administration’s Smart Card contract.  C.A.R.E. has been enhanced to provide Electronic Data Interchange (EDI) transactions to DFAS for both obligation transactions and payment requests.  C.A.R.E. EDI has been implemented at all MACOMs in the continental US (CONUS) except for the Army National Guard and the US Army Corps of Engineers.  Remaining Army MACOMs will begin C.A.R.E. EDI implementation in FY 2002.  C.A.R.E. EDI reduces transaction costs within the Army and DFAS and provides managers with automated tools used in the management of small purchase programs.

· We monitored and expanded the Army's Joint Reconciliation Program (AJRP), which is designed to: enhance the execution of current obligation authority (i.e., to maximize our buying power); limit the Army's contingent liabilities generated from canceling appropriations; and reduce abnormal account balances caused by problem disbursements.  The AJRP has: improved the execution of current year obligation authority; minimized the expenditure of current year dollars to pay canceled year obligations; and reduced outstanding travel advances.  The Army continues to partner with DFAS to exceed goals for reducing Joint Problem Disbursements.  Due to concerns about interoperability between DFAS-owned systems that create problem disbursements, and the high dollar amount of obligations posted by DFAS on behalf of Army fund holders to prevent problem disbursements, we have asked USAAA to review obligations posted by DFAS.   We will work with USAAA, MACOMS, and DFAS to reduce the need for DFAS to post obligations on behalf of Army fund holders.

· We provided active Army support for the testing, fielding and implementation of the Defense Travel System (DTS).  This DOD initiative touches each Army soldier and civilian who travels on temporary duty orders.  Interfaces using EDI are being developed and tested for accounting, finance and personnel systems throughout the Army.  We continue to partner with DFAS; the Director of Information Systems for Command, Control, Communications and Computers; other systems proponents; and the DTS program office to ensure that EDI interfaces correctly pass the data needed by the target system.  In August 2001, we implemented DTS within our office to conduct a site assessment of the software before deployment at Ft Campbell and Aberdeen Proving Ground in FY 2002.   Implementation will focus on deploying DTS at the Army’s 84 high volume travel sites through 2006, with deployment at other sites to follow.
· We used Process Action Teams (PATS) to reengineer how internal auditing services can best be provided to local IR customers.  PATs for FY 2001 focused on: developing performance measures for the new IR Strategic Plan; establishing a baseline of automation capabilities for IR offices; ensuring IR activities are appropriately represented in Army initiatives on Installation Status Reporting III and Service Based-Costing; and establishing a base Auditable Entity File for local use.  In addition, the IR Steering Group established two permanent sub-committees to refine and maintain the Army's IR Quality Assurance Guide and to coordinate its MWR efforts with the Audit Committee established under the Executive Committee of the MWR Board of Directors.  

· We closely monitored alleged Antideficiency Act (ADA) cases to ensure their timely resolution and closure.  Our goals from FY 2000 continued in FY 2001.  This includes increasing emphasis on attending fiscal law courses and coordinating with the Office of the General Counsel to streamline the administrative and legal review process to expedite the final approval.  These  efforts also include encouraging MACOMs to distribute copies of the newly developed Department of the Army ADA Investigation manual to their resource managers and ADA investigators.  This manual contains regulatory and reference material relevant to processing ADA cases and is consolidated into a single resource handbook.  Our efforts to expedite ADA actions by streamlining the process have made the investigating and reporting processes much more effective.

· We provided active oversight and liaison for DFAS and Army actions taken to resolve problem disbursement issues and reduce existing balances.  We actively monitor the development, testing and fielding of new systems, system change requests, and business practices affecting all financial functional areas.  In our liaison role, we strive to establish and improve effective lines of communications with DFAS, other Services, field offices, HQDA and other organizations to promote the early identification and resolution of problems.  Examples include: participating in the review of functional/software description documents; coordinating with DFAS to perform independent operational reviews of Army finance offices; researching field comments/complaints on systems deficiencies and identifying control weaknesses; conducting quality assurance reviews to ensure deficiencies in sensitive financial management operations are identified and corrected in a timely manner; continuing our lead role in maximizing the use of Stored Value Cards at basic training sites and the Balkans to reduce cash-on-hand requirements and improve security;  managing the Army overseas banking program, to include participating in annual contract renewal negotiations;  and ensuring CONUS banking and/or credit union services adequately support the needs of our soldiers.

In addition to the above, we have undertaken one other major initiative to improve the Army’s overall stewardship of public resources:


To further Army’s implementation of the Chief Financial Officers (CFO) Act, we continued our functional and financial work group to refine the Army CFO Strategic Plan.  The Plan addresses the actions the Army and DFAS must take to accomplish integration of functional and financial processes and systems, which include actions required to fix previously identified management control weaknesses.  Quarterly in-process reviews are conducted to monitor progress, review action plans and update the Plan as required, with a major revision scheduled for early FY 2001 to incorporate Federal financial accounting standards.  The Plan is the Army’s tool for achieving the requirements of the CFO Act.

We continue to make progress implementing the CFO Act.  The Army remains a leader within the DoD in developing auditable financial statements.  Army’s fiscal condition is a principle contributor not only to DoD’s consolidated financial position, but also to the first-ever Government-wide financial statements.  Despite our continued progress, however, we are still several years from full compliance with the CFO Act and obtaining an unqualified opinion.

Integration of Army’s functional and financial systems is critical to obtaining an unqualified audit opinion.  At the heart of this issue lies the functional communities’ realization that their day-to-day operations have financial implications affecting fiscal operations and controls.  We have made great in-roads during FY 2001, conducting periodic in-process reviews of property, plant, and equipment processes and systems with the logistics, acquisition, installation management, and audit communities.  In August 2001, the Army completed implementation of the CFO-compliant Defense Property Accounting System for general capitalized property. 

We continue our efforts to bring the Army into compliance with new Federal Accounting Standards established by the Federal Accounting Standards Advisory Board.  The Army will continue to participate as a major player in both DoD and Federal level discussions regarding the implementation of these standards and their relevance to Army’s financial operations.

Lastly, I have several concerns:

· There is a lack of a functional interface between the Standard Procurement System (SPS) and the Computerized Accounts Payable System used to pay Army vendors primarily at DFAS field sites.  Two years after the fielding of SPS, we still have unnecessary interest payments due to the incompatibility of these systems and a lack of sufficient controls to ensure timely passage of contracts and their data to paying offices.  We have formally raised our concerns to the SPS program office and DFAS, and have requested that the needed interfaces be developed, tested, and implemented.

· The Defense Joint Accounting System (DJAS) must be adequately resourced by DFAS, which is responsible for program management.  Prototype testing of DJAS at Fort Benning, Georgia began in February 2001.  That installation subsequently expressed concerns about the ability of DJAS to provide the basic fund control products needed to manage funds and prevent violation of the Antideficiency Act.  We outlined these concerns to senior leadership at DFAS, which provided the resources needed to develop these fund control products.  We advised DFAS that it must adequately resource DJAS as a condition of continued Army prototype testing into FY 2002.  In addition, we requested a USAAA review of DJAS operations at Fort Benning to ensure the system is capable of providing proper funds management.  If DJAS does not provide the required capability, the Army will be forced to terminate prototype testing and convert Fort Benning back to the Standard Finance System.  Army-wide implementation of DJAS is critical to improving internal financial management; its termination would be a major setback.

· Another concern is the use of alternate lines of accounting (ALOA) for the funding and payment of transportation bills.  Through June 30 of fiscal year 2001, these ALOA were used for the obligation and payment of $9.6 million of transportation bills.  This represents more than ten percent of the $89.7 million of transportation bills processed during the same period.  Use of these ALOA enables more timely payment of transportation bills and reduces unmatched disbursements and negative unliquidated obligations, but is also indicative of fund control lapses that must be corrected.  I have asked USAAA to review the ALOA process, identify causes for ALOA use and make recommendations to reduce that use.

· Finally, I am concerned about the lack of budgetary support to finance the ever-growing system compliance requirements for CFO reporting.  The need for adequate resourcing of DJAS has been discussed.  In addition, validating function feeder system compliance with the Joint Financial Management Improvement Program requirements through a Y2K-like process is extremely costly and time consuming, and it simply is not sufficiently resourced.  Also unfunded are the costs to verify and correct existing property management, transportation, payroll, and other system databases that provide essential financial data for managers as well as for preparation of the annual Army Financial Statements.  Unless these essential functions and processes are adequately supported with people and dollars, the Army risks CFO noncompliance for many years to come. 

