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DEPARTMENT OF THE ARMY

U.S. ARMY AUDIT AGENCY

Office of the Auditor General

3101 Park Center Drive

Alexandria, VA  22302-1596

6 November 2000

MEMORANDUM FOR Secretary of the Army

SUBJECT:  Review of the Army Management Control Process (Fiscal Year 2000), Audit Report:  AA 01‑56


The U.S. Army Audit Agency performed a review to furnish you an independent assessment of the Army's actions to comply with the requirements of the Federal Managers' Financial Integrity Act of 1982; Office of Management and Budget Circular A‑123, Management Accountability and Control; and DOD Directive 5010.38, Internal Management Control Program.


Based on our review, I have concluded that the Army, as an entity, has continued its efforts to ensure that a system of management controls exists in accordance with legal and regulatory requirements.  As shown in the enclosure to your annual assurance statement, the Army remained committed to ensuring that the management control process was effective during FY 00.  Some examples of these actions follow:

· The Army continued to emphasize leadership, training, and process execution in day-to-day operations.

· The Office of the Deputy Assistant Secretary of the Army for Financial Operations encouraged DA functional proponents and managers to increase ownership and responsibility over management controls by revising Army regulations to identify the key controls that must be evaluated.  Evaluating the key controls helps to ensure that the organization’s critical processes are operating as intended and that resources are safeguarded from fraud, waste, and misuse.  In addition, the Senior Level Steering Group met twice during the year to review Army-level material weaknesses.

· The management control process continued to benefit from the overall program direction of the Management Services and Internal Review Directorate.  The directorate:

· Furnished functional guidance and executed an education and training program during FY 00. 

· Offered general management control training courses to Army managers through the U.S. Department of Agriculture’s Graduate School.

· Accomplished Armywide training efforts to more than 1,500 commanders and managers.

· Implemented an award system that recognized commanders, managers, and administrators for executing aggressive programs within their organizations.

· Maintained an electronic mail network of management control administrators and Headquarters, DA Staff Agencies.

· Operated a website for information on the management control process.

We found that these actions have had a positive impact on the process.


Again this year, our effort paralleled the Army's emphasis on leadership, training, and execution of managerial controls.  We also concentrated on the identification and correction of material weaknesses and the support for your statement.  A summary of the results of our review follows:

· Your statement was supported by the actions discussed in the preceding paragraphs.

· Senior-level managers participated directly in the process at Headquarters, DA functional proponents and major commands.  Their feeder statements were generally a fair representation of the effectiveness of the process.

· Each management level generally identified material weaknesses and either corrected them or scheduled them for correction.

· All the Headquarters, DA activities and major commands that we reviewed had reasonably effective systems to monitor actions to correct material weaknesses identified in the FY 00 statement.

· Education and training efforts have resulted in feeder statements that are more complete.

· There has also been a continued increase in leadership emphasis.

Overall, implementation of the process has improved and is reflected in the organizations we reviewed.  For example:

· Headquarters, U.S. Army Medical Command had an outstanding process.  Command emphasis and the efforts of a proactive management control administrator contributed immensely to the overall effectiveness of the management control process.  Command published quarterly newsletters to inform and keep the emphasis on the management control process.  Command’s subordinate activities were rated on the quality of their annual assurance statements to help improve future statements.  Completed management control evaluations were well supported with test results.

· The Office of the Assistant to the Secretary of the Army (Manpower and Reserve Affairs) also had a very good process.  The office prepared and distributed management control guidance to its staff managers and field operating activities, and the principal deputy assistant secretary issued memorandums emphasizing the importance of the process.  The office also conducted evaluations of controls more frequently than required by AR 11‑2 (Management Control).  In addition, the office evaluated controls for functions without published checklists.  The office also had U.S. Department of Agriculture conduct an on-site training class on the management control process for the office personnel.

We did find one activity, the Center for Army Analysis, that had an adequate management control process, but the process needed some improvement.  The center needed to demonstrate greater leadership support for the management control process as prescribed in AR 11‑2.  Managers used weekly monitoring of the Center’s requested studies and analyses to accomplish the process.  However, the Center needed structured evaluations of key management controls for operation support functions (for example, travel, budget, and information system security) to better support its statement of reasonable assurance.  The director took immediate actions on our suggested actions.
As outlined in AR 11‑2, DA functional proponents are required to identify the areas that should have key management controls evaluated.  The Management Services and Internal Review Directorate required functional proponents to project the date they would publish their evaluation checklists.  During FY 00, functional proponents were scheduled to publish key management control checklists for 44 functional areas.   The functional proponents published 37 evaluation checklists for functional areas contained in 20 Army Regulations.  The delay in publication of the remaining seven checklists may cause the field activities to delay their evaluations for at least a year.

I have concluded that the Army continues in its efforts to ensure that a system of management controls exists in accordance with the law and applicable implementing guidance.  My overall conclusion is based on the results of specific reviews done at 79 activities in 25 different locations throughout the Army.  The annual review didn’t identify problems that materially affect your annual assurance statement for the Secretary of Defense on the status of internal accounting and administrative controls in the Army.





FRANCIS E. REARDON




The Auditor General
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INTRODUCTION

WHAT WE REVIEWED
We conducted an independent assessment of the Army's actions to comply with the Federal Managers' Financial Integrity Act of 1982; Office of Management and Budget Circular A‑123, Management Accountability and Control; and DOD Directive 5010.38, Management Control (MC) Program.  

The Auditor General is responsible for preparing and submitting an annual report to the Secretary of the Army assessing implementation of the Army’s management control process.  To help fulfill that responsibility for FY 00, U.S. Army Audit Agency reviewed the management control administration operations at 79 activities in 25 locations throughout the Army.

RESULTS IN BRIEF

We found that from 1 October 1999 through 30 September 2000 the Army continued reasonable and prudent actions to ensure it complied with the Integrity Act, Circular A‑123, and DOD Directive 5010.38.

Headquarters, DA activities and major commands took actions to ensure they corrected, or scheduled for correction the 10 material weaknesses reported in the Secretary of the Army's FY 99 annual assurance statement. They corrected one weakness (year 2000 Computer Problem) in FY 00.

The Army’s FY 00 annual assurance statement was a reasonable representation of the effectiveness of Army activities in compliance with the management control process.  Senior-level managers participated directly in the process at Headquarters, DA and major commands.  Managerial controls were generally in place and operating.  However, we found that managers didn’t always maintain the documentation on the tests performed for the evaluations of controls, and in some cases the tests weren’t performed.  In addition, managers’ performance agreements didn’t always include management control responsibilities.

During FY 00, the functional proponents published 37 key management control evaluation checklists that were covered in 20 Army regulations.  However, three DA proponents didn’t publish seven evaluation checklists that they had planned to publish by 30 September 2000.  The delays in publication of the evaluation checklists could result in field activities not evaluating the key management controls for these functional areas for another year.

BACKGROUND

Federal Managers' Financial Integrity Act

The Federal Managers' Financial Integrity Act of 1982 and Office of Management and Budget Circular A‑123 (Revised) require that each agency establish internal accounting and administrative controls in accordance with standards the Comptroller General prescribes.  Further, the systems of internal accounting and administrative controls must give management reasonable assurance that:

· Obligations and costs comply with applicable laws.

· Assets are safeguarded against waste, loss, unauthorized use, or misappropriation.

· Revenues and expenditures applicable to agency operations are recorded and accounted for properly so that reliable financial and statistical reports may be prepared and accountability for assets may be maintained.

· Programs are efficiently and effectively carried out according to applicable law and management policy.

Office of Management and Budget Guidance

The Office of Management and Budget, in consultation with the Comptroller General, issued policy, guidance, and standards for use by executive departments and agencies in evaluating, improving, and reporting on internal accounting and administrative control systems.  The guidance and standards in effect during our review are in Office of Management and Budget Circular A‑123, Management Accountability and Control.  The Office of Management and Budget also issued policy, guidance, and procedures that executive departments and agencies should follow in developing, operating, evaluating, and reporting on financial management systems.  This information is in Office of Management and Budget Circular A‑127, Financial Management Systems.

Secretary of Defense Guidance

DOD Directive 5010.38 establishes the DOD process for management controls.  The directive provides policy, prescribes procedures, and assigns responsibility for the process.  The Integrity Act requires the Secretary of Defense to prepare an annual assurance statement for the President and Congress that covers the status of internal accounting and administrative control systems within DOD.  The annual assurance statement:

· Identifies the material weaknesses found during the year and includes a schedule for correcting the weaknesses.

· Includes a separate report on whether accounting systems conform to the principles, standards, and related requirements the Comptroller General prescribes.

The Secretary of the Army's annual assurance statement furnishes the basis, with regard to the Army, for the Secretary of Defense's annual assurance statement to the President and Congress.

Army Guidance

Army Regulation 11‑2 (Management Control) prescribes the policy and contains guidance for the establishment, surveillance, and execution of the Army Management Control Process.

· Headquarters, DA functional proponents must:

· Develop and maintain policies and regulations that include effective management controls.

· Determine and explicitly identify the key management controls in appropriate regulations.

· Develop checklists or identify other methods to evaluate management controls.

· Determine which weaknesses merit reporting in the Secretary of the Army's annual statement and provide a description and corrective action plan for them.

· Track corrective progress on weaknesses.

· Major commands and field operating agencies must:

· Carry out the management controls that the Headquarters, DA functional proponents prescribe.

· Provide leadership and support to ensure that management controls are in place and operating.

· Submit an accurate statement describing the status of their management controls.

· Installation, division, major subordinate command, and Army commanders and State adjutants general must ensure that required management control evaluations are done and that management control responsibilities are explicitly in performance agreements of commanders and managers down to the assessable unit‑manager level.

· Management control administrators must:

· Advise the senior responsible officials on the implementation and status of the activities' management control process.

· Keep commanders and managers informed on management control matters.

· Identify and provide needed management control training.

· Develop and maintain a management control program that plans for evaluations over a 5‑year period.

· Coordinate the preparation of the activities' annual statement on management controls.

· Ensure material weaknesses are tracked until corrected.

· Retain documentation that supports the annual statements and correction of material weaknesses.

· Supervisors must include an explicit statement of responsibility for management controls in the performance agreements of commanders and managers responsible for execution and/or oversight of effective management controls, down to the assessable unit‑manager level.

RESPONSIBILITIES

The Assistant Secretary of the Army (Financial Management and Comptroller) has overall responsibility for implementing the Army Management Control Process.

The Assistant Secretary delegated this responsibility to the Deputy Assistant Secretary of the Army for Financial Operations.  The Deputy Assistant is responsible for furnishing overall guidance and direction on internal accounting and administrative control systems within the Army.

The Office of the Deputy Assistant Secretary assigned the day-to-day administration of the process to its Management Services and Internal Review Directorate.  The directorate:

· Furnishes guidance on management control evaluation procedures.

· Establishes and maintains reporting procedures for monitoring management control process accomplishments.

· Prepares the Army's periodic status reports on management control improvement actions.

· Prepares, for the Secretary of the Army's signature, an annual assurance statement regarding the status of the management control process within the Army.

· Coordinates the efforts of U.S. Army elements involved with reviewing, improving, and reporting on accounting subsystems.

OBSERVATIONS

A - MATERIAL WEAKNESSES
OBJECTIVE

Did the Army fairly identify and correct, or promptly schedule for correction, material management control weaknesses?

CONCLUSION

Yes, the Army identified and corrected, or promptly scheduled for correction, material management control weaknesses.  Headquarters, DA activities and major commands took actions to ensure they corrected, or scheduled for correction, the 10 material weaknesses reported in the Secretary of the Army's FY 99 annual assurance statement.  They corrected one weakness in FY 00.  Each Army activity assigned an action officer to:

· Define the weakness.

· Determine the method of correction.

· Monitor milestones to completion.

All Army activities we reviewed had reasonably effective systems to monitor actions taken to correct material weaknesses.

BACKGROUND

Army Regulation 11‑2 identifies the planning and execution of the management control process in day-to-day operations throughout the Army.  The policy addresses the extent that reasonable assurance can be obtained to comply with the Federal Managers’ Financial Integrity Act.  Elements used to obtain reasonable assurance that management controls are operating effectively are:

· Key Management Controls.  Those controls that are essential to ensuring that critical processes operate as intended and resources are safeguarded.

· Management Control Plan.  A written document for conducting required management control evaluations within an assessable unit over a 5‑year period.

· Management Control Evaluations.  Detailed examinations of key management controls.  Evaluations determine whether key controls are in place and operating.

· Identifying, Evaluating, and Reporting of Material Weaknesses.  Weaknesses exist when key management controls are absent or ineffective.  The level of materiality is a decision based on managers’ judgment.

Annual feeder statements from field operating agencies, major commands, and DA proponents are required.  These feeder statements address the status of management controls within the Army and report on material weaknesses found.  Armywide material weaknesses and the status of each weakness are identified in the Secretary of the Army’s annual assurance statement.  Organizations responsible for tracking the correction of material weaknesses are responsible for maintaining documentation on the status, effectiveness, and validation of corrective actions.

The number of uncorrected material weaknesses decreased by one from FY 99 to FY 00.  Of the 10 material weaknesses identified last year, 1 (Y2K) was closed.  This year, the Army didn’t identify any new weakness in the Secretary’s statement.

DISCUSSION

In this section we discuss:

· Evaluating and reporting material weaknesses.

· Correcting material weaknesses.

· Monitoring material weaknesses.

Evaluating and Reporting Material Weaknesses
Headquarters, DA functional proponents and major commands evaluated weaknesses for materiality and reported those weaknesses considered to be material.  They primarily used evaluation of key controls and audit reports to identify and report management control weaknesses.  They also used other sources such as:

· Management control reviews.

· Management reports.

· Inspection/review teams.

· Review and analysis programs.

At each level of command, high ranking and knowledgeable personnel evaluated the reported and proposed material weaknesses.  If these personnel determined the weaknesses applied throughout the command or were otherwise significant, they reported them to the next level of command.

Army activities identified and reported material weaknesses in accordance with Management Services and Internal Review Directorate’s FY 00 Annual Assurance Statement Memorandum dated 5 June 2000.

The Management Services and Internal Review Directorate received 

all 35 DA proponent and major command feeder statements close to the due date of 13 October 2000.  We reviewed the feeder statements and found that DA activities and major commands had reported 33 new material weaknesses.  Headquarters, DA functional proponents determined that none of the weaknesses identified by the Army activities were serious enough to be reported in the Secretary of the Army's FY 00 annual assurance statement.

We did an in-depth review of 13 (37 percent) of the 35 feeder statements.  We also reviewed management control processes at 79 subordinate activities that supported the 13 feeder statements.  We found all locations had adequate procedures to identify and report material weaknesses.

Correcting Material Weaknesses
Army activities corrected or continued to take corrective action on, material management control weaknesses included in the Secretary of the Army's FY 99 annual assurance statement and the statements prepared by subordinate activities.  Our review of the 10 material weaknesses that were open on 30 September 1999 showed the responsible activities had completed corrective actions on one weakness (Y2K).  Army Audit Agency validated the effectiveness of corrective actions taken on the material weakness before closing it.

The assurance statement properly reports the other nine material weaknesses still required corrective actions.

Monitoring Material Weaknesses
All of the Headquarters, DA functional proponents, major commands, and activities we visited had a process in place to monitor corrective actions.  The Headquarters, DA activities and major commands tracked corrective actions.  The DA activities and major commands we reviewed have also tasked their subordinate activities to monitor and report the status of corrective actions on weaknesses considered material at their level.

B - ANNUAL ASSURANCE STATEMENTS

OBJECTIVE
Did the Army have reasonable support for the Secretary of the Army's FY 00 annual assurance statement?

CONCLUSION
Yes, the Army’s FY 00 annual assurance statement was a reasonable representation of the effectiveness of Army activities in compliance with the management control process.  Commanders and directors generally:

· Maintained reasonable support for their annual assurance statements.

· Used established guidance.

· Ensured that key management controls applying to their organizations were evaluated to see whether they were in place and operating.

· Furnished management control process training to their employees.

However, additional training on documenting the testing of controls would further enhance the process.  Also, assessable unit managers’ performance agreements didn’t always have a statement for management control responsibilities as required by Office of Management and Budget Circular A‑123 and AR 11‑2.

Twelve of the 13 major activities we reviewed effectively carried out the requirements of the process.  At one activity, the Center for Army Analysis, we found the process was adequate, but the center needed to take actions to fully implement the process.

BACKGROUND
Headquarters, DA activities, major commands, and field operating agencies are the primary reporting activities in the Army Management Control Process.  The heads of these activities are responsible for carrying out the management control process within their activities.  They:

· Sign and submit an annual statement of assurance that accurately describes the status of management controls within their activity, to include any material weaknesses and plans for corrective action.

· Designate a senior responsible official to ensure that the management control process is effectively implemented within their activity.

· Provide the leadership and support needed to ensure that management controls are in place and operating effectively.

DISCUSSION
Headquarters, DA functional proponents provided the necessary leadership and training and obtained sufficient information on management control weaknesses to support the status of management controls in their annual assurance statements.

In this section we discuss:

· Leadership support.

· Education and training.

· Implementing the management control process.

· Management control evaluations.

Leadership Support
Generally, managers established and implemented an effective leadership program in support of the management control process and their annual assurance statements.  Commanders/directors signed their annual assurance statement at all 13 activities reviewed.  At 10 of 

the 13 activities we reviewed, we found that commanders initiated correspondence to employees, and attached cover memorandums to program guidance that emphasized the importance of management controls. We have found that when senior management initiates and fosters a supportive attitude toward management controls, command personnel often follow management's lead and consider management controls a high priority.  Therefore, we encouraged the other three activities to initiate correspondence emphasizing and supporting the process.   

We found several methods used to place leadership emphasis on the management control process.  For example:

· The Office of the Assistant to the Secretary of the Army (Manpower and Reserve Affairs) prepared and distributed management control guidance to its staff managers and field operating activities.  The principal deputy signed memorandums emphasizing the process.

· The Chief of Staff, U.S. Army Medical Command issued memorandums that emphasized the importance of the management control process.  One memorandum stressed the importance of performing the scheduled evaluations and the importance of maintaining adequate documentation on the tests performed.  The command published quarterly newsletters to inform managers and keep the emphasis on the management control process.  Command’s subordinate activities were rated on the quality of their annual assurance statements to help improve future statements.

· The Commander, U.S. Army Communication-Electronics Command conducted an executive summit where the management control process issues (training statistics, checklist accomplishments, and material weakness updates) were presented and discussed.  The Command’s Chief of Staff issued memorandums that emphasized the process.  In addition, the process was discussed during quarterly reviews and analysis meetings.

· The Commander, Tobyhanna Army Depot used executive steering group meetings to discuss the management control process.  The Command’s Director of Personnel published an article entitled “Army Controls Move into the New Millennium” in the Depot’s Supervisors’ Bulletin.  This article informed and reminded managers about how the process has changed.

Education and Training
At Headquarters, DA and major and subordinate commands, leaders continued to make progress in educating managers on the principles and practices of the management control process.

The Management Services and Internal Review Directorate’s management control staff executed an aggressive education and training program.  The staff offered general management control training courses to Army managers through the U.S. Department of Agriculture’s Graduate School.  The school provides formal training to all government managers on the management control process.  The staff recognized that formal training was costly and implemented an Armywide education and training effort.   The directorate reported a total of 33 presentations to more than 1,500 commanders and managers at all levels, and issued awards that recognized commanders and managers for executing aggressive programs within their organizations.  The directorate also maintained an e-mail network of management control administrators and headquarters, DA Staff Agencies as well as operating an Internet website that contains updated information on the management control process.

We did note, however, that training, provided to assessable unit managers and those responsible for conducting the evaluations, needs to place more emphasis on the need to test and document key management controls.  At 7 of the 13 activities reviewed, the assessable unit managers and their subordinates who evaluated management controls didn’t always document the method they used to test controls.  In some cases, managers didn’t test the controls even though AR 11‑2 required that evaluations be based on the actual testing of key management controls.  When we asked managers for support for their answers, they usually provided reasonable explanations but hadn’t documented their testing method.  Maintaining adequate documentation is necessary to help ensure the success of the program.

Implementing the Management Control Process
Our review showed that the Army continues to successfully implement the management control process.  Twelve of the 13 DA elements and major commands had adequate or exceptional programs overall.  Additionally, most assessable unit managers had management control responsibilities directly tied to their performance agreements.

Program Implementation.  Seven activities did an exceptional job of implementing the process, and five others were adequate with only a few minor suggested actions.  The process at the Center for Army Analysis needed some improvement.  

The seven activities with exceptional programs were proactive in identifying the management controls they needed to evaluate.  They usually had supporting documentation to show they had tested the key management controls, and their managers were trained in the process.  For example:

· The Office of Chief of Chaplains had an outstanding program for FY 00.  Command emphasis and the efforts of a proactive management control administrator contributed immensely to the overall effectiveness of the management control process. Management control evaluations were concise and included specific testing methods used, and the results of each review.  The office planned to conduct all the management control evaluations that pertained to its activity every year.
· The Assistant Chief of Staff for Installation Management evaluated controls more often than AR 11‑2 required.  Also, assessable unit managers used DA Form 11‑2‑R and had management controls responsibilities in their performance agreements.
The Center for Army Analysis’ process needed some improvement.  Although the leadership of the center was committed to ensuring the Army assets were used effectively and that the center produced high quality studies and analysis through its many reviews of its products, the process as prescribed in AR 11‑2 wasn’t fully implemented.  

· The Center didn’t develop a management control plan for FY 00 and didn’t perform any structured evaluations of controls. 

· The Center developed a draft management control plan for FY 01 through FY 05 with the Director approving the plan.  However, the plan had the administrator conducting all the evaluations instead of responsible managers in the assessable units.  

· The assessable unit managers that we interviewed didn’t have management control responsibilities in their performance agreements.  

· The management control administrator wasn’t formally trained on the process; however, the administrator was scheduled for training in FY 01. 

Despite these shortfalls, assessable unit managers did prepare and submit feeder statements for the annual assurance statement.  The managers based their management control conclusions in the feeder statements on their knowledge and review of FY 00 operations.  We made a number of suggestions to improve the management control process at the Center.  The Director agreed, and instructed his staff member to take immediate actions on our suggested actions.

Program Responsibilities.  Most assessable unit managers had management control responsibilities included in their performance objectives and were rated on their success annually.  However, at 4 of 

the 13 DA elements and major commands we reviewed, we found that assessable unit managers didn’t always have management control responsibilities as a major performance objective in their performance agreements.  The managers performed tasks associated with the management control process; however, based on their agreements, they wouldn’t be rated on their performance.  We recommended that management control responsibilities be added to the managers’ performance objectives.

Management Control Evaluations
Overall, Headquarters, DA functional proponents and major commands conducted evaluations of key management controls to support the status of management controls in their annual assurance statements.  Implementing an effective management control process includes evaluating key management controls and reporting material weaknesses in the feeder statements.  This can be accomplished by testing key management controls listed in regulations or using alternative methods to ensure key controls are in place and operating.  We found that all the activities we reviewed had implemented procedures for performing evaluations or had used alternative means to identify material weaknesses.  Assessable unit managers and management control administrators used audits, inspections, management reviews, and other methods of evaluation to identify management control weaknesses.

C - KEY MANAGEMENT CONTROLS
OBJECTIVE
Did DA functional proponents identify and publish key management controls in their regulations?

CONCLUSION
Generally, yes.  During FY 00, the functional proponents published 37 key management control evaluation checklists that were covered in 20 Army Regulations.  However, three DA proponents didn’t meet the 30 September 2000 date for publishing evaluation checklists.  The three proponents didn’t publish evaluation checklists for seven functional areas in three Army regulations.  The delays may cause the field activities to postpone evaluating their controls in these areas for a least an additional year.

BACKGROUND
Key management controls are essential to ensuring that critical processes operate as intended and resources are safeguarded. The policy for identification and revision of key management controls is prescribed in AR 11-2.  Department of the Army functional proponents must:

· Develop and maintain policies and regulations that include effective management controls.

· Determine and explicitly identify the key management controls as an appendix in appropriate regulations.

· Develop checklists or identify other methods to evaluate management controls.

There are 17 functional proponents for publishing Army regulations.  As of 30 September 2000, the proponents have identified 145 functional areas that should have key management controls.  Each year, the proponents project or update the month and year they plan to publish their key management control evaluation checklists in the appropriate Army regulations. Field activities aren’t required to evaluate the functional areas until the DA proponents publish their key management controls.

DISCUSSION
In this section we discuss:

· Identification and publication of key management controls.

· FY 00 U.S. Army Audit Agency audits.

Identification and Publication of Key

Management Controls 

The functional proponents of Army regulations generally identified their functional areas that needed the key management control evaluated.  In FY 00, the DA proponents planned to publish 44 checklists.  However, 7 of the 44 checklists weren’t published by 30 September 2000.  The 37 published key management control evaluation checklists were contained in 20 Army Regulations.

The following chart shows the status of the proponents’ 44 functional areas:

	Functional Proponent
	Areas Identified
	Published in FY 00

	Office of the Surgeon General
	12
	  7

	U.S. Army Corps of Engineers
	  2
	  2

	Office of Assistant Secretary of the Army (Manpower and Reserve Affairs)
	  2
	  2

	Deputy Chief of Staff for Intelligence
	  3
	  2

	Assistant Chief of Staff for Installation Management
	  9
	  8

	Deputy Chief of Staff for Logistics
	  5
	  5

	Deputy Chief of Staff for Operations
	  1
	  1

	Deputy Chief of Staff for Personnel
	  2
	  2

	Defense Finance and Accounting Service
	  5
	  5

	Assistant Secretary of the Army (Acquisition, Logistics and Technology)
	  1
	  1

	Director of Information Systems for Command, Control, Communications and Computers
	  1
	  1

	Office of Chief of Staff
	  1
	  1

	  Total
	44
	37


Reasons for the delays in publishing the evaluation checklists were:

· Limited resources and other mission requirements.

· Additional changes to regulations or checklists.

Five of the seven checklists not published in FY 00 were the responsibility of the Office of Surgeon General/U.S. Army Medical Command.  The office took the initiative to develop a guide to assist regulation writers with the assessment of regulations for key management controls and the development of evaluation checklists.  However, the command had only published 7 of the 12 checklists it planned to publish in FY 00.  In addition the office was proponent 

for 55 Army Regulations.  The office was determining which of these regulations required key management control evaluations.

FY 00 U.S. Army Audit Agency Audits

The U.S. Army Audit Agency issued 17 reports during FY 00 that addressed key management controls in Army regulations.  Generally, we found that proponents had published key management control evaluation checklists in their regulations; however, the checklists didn’t always include all the key management control test questions.  Four of the reports stated that the checklists didn’t adequately identify the key management controls.  The auditors made recommendations to add key management controls.  The DA functional components concurred with the audit recommendations, and agreed to take appropriate actions.

ANNEXES

SCOPE AND METHODOLOGY OF THE REVIEW


We performed the review:

· From June through November 2000.

· In most material respects, in accordance with generally accepted government auditing standards.  We didn’t follow certain aspects of the fieldwork and reporting standards.  In our opinion, however, not following those standards had no material effect on the results of our review.

· At the locations listed in Annex B.

The review covered transactions representative of operations during FY 00 to comply with the Federal Managers' Financial Integrity Act of 1982; Office of Management and Budget Circular A‑123, Management Accountability and Control; and DOD Directive 5010.38, Management Control (MC) Program.

We addressed Army’s concern for leadership, training, and process execution to evaluate the effectiveness of the Army Management Control Process.

To do the review, we:

· Reviewed the Federal Managers' Financial Integrity Act of 1982; Office of Management and Budget Circular A‑123, Management Accountability and Control; DOD Directive 5010.38, Management Control (MC) Program; DA and other guidance pertaining to the management control process and implementation of the process.

· Interviewed key personnel and management responsible for the process at the DA level and those responsible for implementation at the activities visited.

· Reviewed managers’ performance agreements for management control responsibilities.

· Reviewed training materials and records.

· Reviewed audit reports and other reviews to identify potential material weaknesses.

· Reviewed current and prior‑year annual assurance statements.

· Reviewed supporting documentation showing how key management controls were tested.

· Reviewed the status of DA proponents’ efforts to identify and distribute key management controls to the field.

· Reviewed the status of regulations requiring evaluations to determine DA proponent’s progress in providing guidance to the field.

· Reviewed audit reports to determine whether the Army identified key management controls in the regulations.

ACTIVITIES INCLUDED IN THE ANNUAL REVIEW

Headquarters, Department of the Army, Office of the:


Assistant Chief of Staff for Installation Management



Headquarters



Army Environmental Center


Assistant Secretary of the Army (Manpower and Reserve Affairs)

Chief of Chaplains

Director of Information Systems for Command, Control, 

Communications and Computers

Judge Advocate General

Center for Army Analysis

Military Traffic Management Command


Headquarters


U.S. Army Deployment Support Command


U.S. Army Transportation Engineering Agency

U.S. Army Elements, Allied Command Europe

U.S. Army Materiel Command


Headquarters


U.S. Army Research Laboratory


U.S. Army Communications-Electronics Command


Tobyhanna Army Depot

U.S. Army Medical Command


Headquarters


Southeast Regional Medical Command


U.S. Army Medical Department Activity, Fort Jackson

U.S. Army Pacific Command


Headquarters


25th Infantry Division and U.S. Army, Hawaii


U.S. Army, Alaska

U.S. Army Test and Evaluation Command


Headquarters


U.S. Army Developmental Test Command


U.S. Army Operational Test Command

U.S. Military Academy

AUDIT STAFF

(Assignment Number:  B0-109C)

Operations Center

Winifred C. Curran

Dana M. Dold-Brown

Kevin F. Kelly

Atlanta Field Office

David M. Grainger

Europe Field Office

Arthur L. Payne

Jo L. Spielvogel

William G.Vannurden

Hawaii Field Office

Kathleen Knox

George C. Meray

Kenneth R. Shaw

Huntsville Field Office

Robert L. Donner

Fort Belvoir Field Office
Kicha G. Jones

Dennis Scott Perry

Jackie H. Robinson

Fort Meade Field Office
Thomas K. Bierman

Chin-Chu “Julie” Mason

Daniele N. Wishnow

U.S. Army Audit Agency
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