Summary of 2017 Annual Statement of Assurance Preparation

Forms of Assurance

Unmodified Statement of Assurance: The Activity or Organization has reasonable assurance that internal controls are in place and operating effectively in the Department's mission-essential processes

Modified Statement of Assurance: The Activity or Organization has reasonable assurance, with the exception of material weaknesses identified in the report, that internal controls are in place and operating effectively in mission-essential processes

Statement of No Assurance: The Activity or Organization cannot provide reasonable assurance that internal controls are in place and operating effectively in their mission-essential processes
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Internal Control Reporting Categories

Internal Control Deficiency:  Exists when 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. Control deficiencies are internal to the Component and not reported externally.

Significant Deficiency: A deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness yet important enough to merit attention by those charged with governance. Significant deficiencies are internal to the Component and not reported externally

Reportable Condition:  An internal control deficiency or combination of internal control deficiencies, that in management’s judgment, represents significant deficiencies in the design or operation of Internal Controls that could adversely affect the Department of Defense (DoD) and Office of the Secretary of Defense (OSD) Component’s ability to meet its Internal Control objectives.  Criteria specific to financial reporting is a remote likelihood that a misstatement of the financial statements is more than inconsequential and will not be prevented or detected.

The reporting format (Template) in TAB B displays the proper format for communicating Reportable Conditions.  Each TAB (B through F) of the ASOA should follow the same format for Reportable Conditions.

Material Weakness (MW):  A reportable condition, or combination of reportable conditions which may present a major impact to the environment, safety, security or readiness of the command or result in more than a remote likelihood that a material misstatement of the financial statements will not be prevented or detected.

Only material weaknesses will be reported on the Army Annual Statement of Assurance.  Reportable conditions will be assessed by the Managers’ Internal Control Program (MICP) Manager for potential Army-wide material weaknesses.

The reporting format (Template) in TAB B displays the proper format for communicating both uncorrected material weaknesses and corrective actions in “summary” and “detailed” format for reporting MW.  Weaknesses identified in the period should be labeled as “Material Weaknesses Identified during the Period” and weaknesses identified in prior periods should be labeled as “Material Weaknesses Identified in Prior Periods.”  Each TAB (B through F) of the ASOA should follow the same format in reporting MW.

Nonconformance: Instances in which financial management systems do not substantially conform to financial systems requirements. Financial management systems include both financial and financially related (or mixed) systems (FMFIA Section 4). Non-conformances and a summary of corrective actions to bring systems into conformance are reported through the Office of the Under Secretary of Defense (OUSD) to OMB and Congress in the Agency Financial Report (AFR). Progress against corrective action plans should be periodically assessed and reported to Component management (NEW)

Financial Management System/Financial System/Mixed System Definitions (OMB Circular A-123 Appendix D, effective October 1, 2013)

Financial Management System: includes an agency's overall financial operation, reflecting the people, processes, and technology to capture, classify, summarize, and report data in a meaningful manner to support business decisions. It includes hardware, applications and system software, personnel, procedures, data, and reporting functions. The financial management system can be fully integrated with other management information systems (i.e., mixed systems) where transactions automatically flow into an accounting general ledger. The financial management system could also include manual processes to post transactions from other management systems into the accounting general ledger.

Financial System: is an information system or set of applications that comprise the accounting portion of the financial management system that maintains all summary or detailed transactions resulting from budgetary and proprietary financial activity. The financial system encompasses processes and records that:

· Identify and record all valid transactions
· Describe on a timely basis the transactions in sufficient detail to permit proper classification of transactions for financial reporting
· Measure the value of transactions in a manner that permits recording their proper monetary value in the financial statements
· Determine the time period in which transactions occurred to permit recording of transactions in the proper accounting period.

[bookmark: _GoBack]Mixed System: is a hybrid of financial and non-financial portions of the overall financial management system. The following are examples of mixed systems: payment and invoice systems, procurement systems, receivable systems, loan systems, grants systems, payroll systems, budget formulation systems, billing systems, property management systems, travel systems, or other mission operational systems that impact a financial system.

Internal Controls over Financial Management Systems (ICOFS)

DoD established an additional requirement to report to the Secretary of Defense an explicit level of assurance over integrated financial management systems.  DoD components will continue to assess, evaluate, and report the conformance of integrated financial management system compliance with Federal requirements.

Army organizations (including feeder system users) operating information technology systems and producing data used in financial statement reporting, shall submit a separate statement asserting internal controls over financial systems as part of their annual statement of assurance submission.  As the primary functional proponent of all financial systems, Office of Deputy Assistant Secretary of the Army, Financial Information Management (DASA-FIM) shall review each systems owner’s submission and consolidate Army’s overall assessment reported in TAB D.  

Prompt Reporting

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 complete staffing of a weakness with all functional proponents.  

Review of Acquisition Functions

In May 2008, the Office of Federal Procurement Policy in Office of Management and Budget (OMB) published guidelines for Federal agencies in conducting internal control reviews of their acquisition functions.  The DoD is required to integrate the internal control review of acquisition with the existing internal control assessment and annual Statement of Assurance reporting processes, beginning with the Fiscal Year 2009 cycle.  

Office of the Under Secretary of Defense (Acquisition, Technology & Logistics) has developed a template that provides focus areas and related questions that should be addressed when reviewing the acquisition processes.  The execution of this requirement has been included by Office of the Secretary of Defense (OSD) as a validation requirement.  Assistant Secretary of the Army (Acquisition, Logistics & Technology) is the only reporting organization in the Army that will be affected by this requirement.

SCHEDULE

Below is the schedule for development and preparation of the Secretary of the Army’s 2016 Statement of Assurance:
 
	Date
	Event

	6 October 2016
	1st Qtr FY 2017 Senior Level Steering Group/Senior Assessment Team (SLSG/SAT)

	
	

	13 October 2016
	1st Qtr FY 2017 MICP Teleconference with Reporting Organizations

	
	

	12 January 2017
	2nd Qtr SLSG/SAT

	
	

	19 January 2017
	2nd Qtr FY 2016 MICP Teleconference with Reporting Organizations

	
	

	6 April 2017
	3rd Qtr SLSG/SAT

	
	

	13 April 2017
	3rd Qtr MICP Teleconference with Reporting Organizations

	
	

	15 May 2017
	Annual Statements from Army commands (ACOMs), Army service component commands (ASCCs) and direct reporting units (DRUs) due to OASA(FM&C)

	Date
	Event

	31 May 2017
	Annual Statements from HQDA Principal Officials due to OASA(FM&C)

	
	

	16 June 2017
	Draft Army Statement of Assurance delivered to SLSG/SAT members for coordination

	
	

	23 June 2017
	SLSG/SAT member comments on draft Army Statement due to OASA(FM&C)

	
	

	13 July 2017
	4th Qtr SLSG/SAT

	
	

	20 July 2017
	4th Qtr MICP Teleconference with Reporting Organizations

	
	

	24 July 2017
	Release final draft Army Statement thru DASA(FO) to Secretary of the Army for signature

	
	

	25 August 2017
	Final signed Army Statement delivered to the Secretary of Defense



STRUCTURE OF THE STATEMENT

The Annual Statement of Assurance submission to the Assistant Secretary of the Army (Financial Management and Comptroller) will consist of the following sections:  


COVER MEMORANDUM

TAB A  How the Assessment was Conducted

· TAB A-1	The Basis for Reasonable Assurance (How the Evaluation was Conducted)

· TAB A-2	Leadership Emphasis, Training and Execution

· TAB A-3	Internal Control Program and Related Accomplishments

TAB B  Internal Controls over Operational Material Weaknesses 

· TAB B-1	List of Uncorrected and Corrected Material Weaknesses

· TAB B-2	Status of Uncorrected Material Weaknesses

· TAB B-3	Corrected Material Weaknesses

· TAB B-4   Reportable Conditions

TAB C  Internal Controls over Financial Reporting (ICOFR) (General Fund and Army Working Capital Fund (AWCF))

· TAB C-1	List of Uncorrected and Corrected Material Weaknesses

· TAB C-2	Status of Uncorrected Material Weaknesses

· TAB C-3	Corrected Material Weaknesses

· TAB C-4   Reportable Conditions

TAB D  Internal Controls over Financial Management Systems (ICOFS) Material Weaknesses

· TAB D-1	List of Material Weaknesses/Non-conformances

· TAB D-2	Status of Uncorrected Material Weaknesses/ Non-conformances

· TAB D-3	Corrected Material Weaknesses/ Non-conformances

· TAB D-4   Reportable Conditions


TAB E  DoD Assessment of Internal Controls over Acquisition Functions (ASA-ALT)

TAB F  ICOFR Material Weaknesses (Civil Works)

· TAB F-1	List of Material Weaknesses

· TAB F-2	Status of Uncorrected Material Weaknesses

· TAB F-3	Corrected Material Weaknesses

· TAB F-4   Reportable Conditions





SAMPLE COVER MEMORANDUM

MEMORANDUM FOR ASSISTANT SECRETARY OF THE ARMY (FINANCIAL MANAGEMENT AND COMPTROLLER)

SUBJECT:  2017 Annual Statement of Assurance Required Under the Federal Managers’ Financial Integrity Act for Fiscal Year 20xx


1.  As (enter Title of Head of Component here) of the (Name of Activity), I recognize that the (Name of Activity) is responsible for establishing and maintaining effective internal controls to meet the objectives of the Federal Managers’ Financial Integrity Act (FMFIA). Tab A provides specific information on how the (Name of Activity) conducted the assessment of operational internal controls, in accordance with OMB Circular A-123, Management’s Responsibility for Enterprise Risk Management and Internal Control, and provides a summary of the significant accomplishments and actions taken to improve the (Name of Activity) internal controls during the past year.

2.  The (Name of Activity) conducted its assessment of the effectiveness of internal controls over operations in accordance with the FFMIA Act of 1982 and the DoDI 5010.40. Tab A-1 provides specific information on how the (Name of Activity) conducted this assessment. Based on the results of this assessment, the (Name of Activity) is able to provide: [the statement must take one of three forms: (1) “an unmodified statement of assurance” (no material weakness is being reported); or (2) “a modified statement of assurance” (one or more material weaknesses being reported); or (3) “no assurance” (processes not in place to assess all controls or pervasive material weaknesses)] that the internal controls over non-financial operations as of Month Day, 2017, were operating effectively [if modified “with the exception of (number) material weakness(es) noted in Tab B”].

3.  The (Name of Activity) conducted its assessment of the effectiveness of internal controls over financial reporting in accordance with OMB Circular A-123, Appendix A, Internal Control Over Financial Reporting. Tab A-1 provides specific information on how the (Name of Activity) conducted this assessment. Based on the results of this assessment, the (Name of Activity) is able to provide: [the statement must take one of three forms: (1) “an unmodified statement of assurance” (no material weakness is being reported); (2) “a modified statement of assurance” (one or more material weaknesses being reported); or (3) “no assurance” (processes not in place to assess all controls or pervasive material weaknesses)] that the internal controls over financial reporting as of Month Day, 20xx, were operating effectively [if modified “with the exception of (number) material weakness(es) noted in Tab C”].

4.  The (Name of Activity) also conducted an internal review of the effectiveness of the internal controls over the integrated financial management systems in accordance with FFMIA of 1996 (Public Law 104-208) and the DoDI 5010.40. Tab A-1 provides specific information on how the (Name of Activity) conducted this assessment. Based on the results of this assessment, the (Name of Activity) is able to provide: [the statement must take one of three forms: (1)“an unmodified statement of assurance” (no nonconformance is being reported); (2)“a modified statement of assurance” (one or more nonconformance’s being reported); or (3)“no assurance” (processes not in place to assess all controls or pervasive nonconformance] that the internal controls over the integrated financial management systems as of Month day, 20xx, are in compliance with the Federal Financial Management Improvement Act and OMB Circular A-123 Appendix D [if modified “with the exception of (number) nonconformance(s) noted in Tab D”]. 

6.  My point of contact is jane.i.doe.civ@mail.mil or (XXX) XXX-XXXX.


	JOHN JONES
	LTG, USA
	Commander
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