





1.  References.  Appendix 1





2.  Purpose:  To define Management Control Process (MCP) procedures and policies which provide:





	a.  General implementation guidance to commanders and managers.





	b.  Detailed instructions to program administrators and points of contact in order to properly execute MCP to published standards. 





3.  General.  All leaders and managers perform management control.  These controls range from the simple to the complex; from locking a door at the end of the day to formal audits of financial records.  MCP is nothing more than a means to document the execution and effectiveness of management controls that in all likelihood, already take place.  When properly implemented, MCP provides reasonable assurance to the entire management team that its daily practices and procedures make sense and properly safeguard entrusted resources.  





4.  Background.  The Federal Managers' Financial Integrity Act requires each executive agency, including the Department of Defense, to:





	--  Establish management controls to provide reasonable assurance that: obligations and costs are in compliance with applicable laws; funds, property, and other assets are safeguarded against waste, loss, unauthorized use, or misappropriation; revenues and expenditures are properly recorded and accounted for; and programs are efficiently and effectively carried out according to the applicable law and management policy, and





	--  Report annually to the President and Congress on whether these management controls comply with requirements of the Integrity Act, to include:  (1) a report identifying any material weaknesses in these management controls, along with plans for their correction, and (2) a report on whether accounting systems comply with the principles, standards, and related requirements prescribed by the Comptroller General, to include deficiencies and plans for their correction.





5.  Regulatory Guidance:   For the Army,  AR 11-2 (Management Control)  implements The Integrity Act  The Management Control Process defined by AR 11-2 is based on the “Standards for Internal Controls in the Federal Government” published by the Comptroller General of the United States.  These twelve standards are the criteria against which management control systems are evaluated.  They are listed below and described in detail at Appendix B of AR 11-2.  
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Ensuring that management controls in each organization are in conformance with these Comptroller General Standards is the basic Integrity Act responsibility of every Army manager.





--  General Standards:	Reasonable Assurance	Supportive Attitude


			 	Competent Personnel		Control Objectives


				Control Techniques





--  Specific Standards:	Documentation		Recording Transactions


				Executing Transactions	Separation of Duties


				Supervision


				Access to and Accountability for Resources


				Audit Resolution and Accounting Systems





6.  Definition of Terms.  Appendix 2 lists pertinent MCP terms in alphabetical order.  Appendices 4 - 11 list only those terms pertinent to the topic they address.





7.  Execution.





	a.  Core Actions:  Effective execution of MCP involves a range of core actions outlined in AR 11-2 or directed by the DCSPER.  The ODCSPER must accomplish these actions to meet regulatory and reporting requirements.  These core actions are:





	--  Define Functions, Controls, and Measures for each activity (Appendix 4).





	--  Establish the ODCSPER Management Control Plan (Appendix 5).





	--  Conduct management control evaluations in accordance with the Management Control 	     Plan (Appendix 6).





	--  Identify, report and correct Material Weaknesses (Appendix 7).





	--  Update Material Weakness action plans at mid-year and end-of-year (Appendix 7/8).





	--  Prepare the ODCSPER Annual Statement of Assurance (Appendix 8).





	--  Provide management control training (Appendix 9).





	--  Document management control responsibilities of key management officials in their 	  	     support forms/performance plans (Appendix 10).





	--  Link the Management Control Process with the Review & Analysis Program


	     (Appendix 11).
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	b.  Generic Milestone Listing of Core Actions.  Appendix 3 consolidates all ODCSPER MCP core actions, and for each action, lists a target month for completion and the responsible activity.  








8.  Responsibilities.





	a.  Deputy Chief of Staff, Personnel, as the ODCSPER Assessable Unit Manager, will:





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





	--  Outline personal insights and philosophies concerning the Management Control Process.





	--  Ensure that managers are trained and understand their management control responsibilities.





	--  Ensure that a Management Control Plan is established and maintained to describe how key management controls within ODCSPER will be evaluated over a five year period.





	--  Ensure that management control evaluations are conducted according to the MCP and the requirements of AR 11-2.





	--  Ensure that required documentation on each completed management control evaluation is retained, subject to audit/inspection.





	--  Certify the results of required management control evaluations.





	--  Report through the chain of command any material weaknesses in management controls, establish and implement plans to correct those material weaknesses, and track progress in executing those plans until the material weakness is corrected.





	--  Sign an annual statement of assurance that accurately describes the status of management controls within ODCSPER, to include any material weaknesses, and submit this statement to HQ USAREUR.





	--  Negotiate an explicit statement of responsibility for management controls in the performance agreements (DA Form 67-8-1 or DA Form 7222-1) of division, program and office chiefs responsible for the execution and oversight of effective management controls.











K-3








	b.  ODCSPER Proponent for MCP, as the Management Control Administrator (MCA) will:





	--  Serve as the ODCSPER “subject matter expert” on MCP, and as such, develop a comprehensive understanding of MCP policies, procedures, and required actions as outlined in AR 11-2 and other applicable sources.





	--  Advise the DCSPER on the implementation and status of the organization's management control process.





	--  Keep ODCSPER division, office and program chiefs, and associated commanders, managers, and points of contact informed on management control matters.





	--  Identify the organization's requirements for management control training and provide that training.





	--  In coordination with the HQ USAREUR MCA, develop, execute and maintain a Management Control Plan for ODCSPER.





	--  Coordinate the preparation of the ODCSPER Annual Statement of Assurance on management controls.





	--  Coordinate the development of statements of Functions, Controls, and Measures for each Division, Office, or Program within ODCSPER.





	--  Ensure that material weaknesses for which the organization is responsible are tracked until corrected, to include preparing updated action plans for all material weaknesses at mid year and end of year (in the Annual Statement of Assurance).





	--  Retain all required documentation in support of annual statements, management control evaluations, and the correction of material weaknesses (AR 11-2, para 1-16).





	c.  Division, Program and Office Chiefs will:





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





	--  Designate activity Management Control Process Points of Contact.





	--  Ensure that applicable subordinate managers and personnel are trained and understand their management control responsibilities.





	--  Develop a statement of Functions, Controls, and Measures for their activity, and update on an annual basis.
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	--  Where feasible, link established controls and measures to the Review & Analysis Program.





	--  Execute and document the evaluation of key management controls (as identified in the ODCSPER Management Control Plan) using either management control evaluation checklists or an existing management review process.





	--  Report through the ODCSPER MCA to the DCSPER, any material weaknesses in management controls, establish and implement plans to correct those material weaknesses, and track progress in executing those plans until the material weakness is corrected.





	--  Sign an Annual Statement of Assurance that accurately describes the status of management controls within their area of responsibility, to include any material weaknesses, and submit this statement to the ODCSPER MCA.





	--  Negotiate an explicit statement of responsibility for management controls in the performance agreements (DA Form 67-8-1 or DA Form 7222-1) of key subordinates responsible for the execution and oversight of effective management controls





	d.  All assigned ODCSPER personnel, as stewards of taxpayer financed resources, will, within their limits of authority and responsibility:


	


	--  Display a high level of commitment towards mission accomplishment and the safeguard of resources entrusted to their care.





	--  Maintain and demonstrate a positive and supportive attitude towards management control.





	--  Practice personal and professional integrity and maintain a level of competence that allows them to accomplish assigned duties.





	--  Establish, maintain, and practice effective management controls and assess areas of risk.





	--  Identify and correct weaknesses in those controls, and promptly report the absence or ineffectiveness of controls which may be judged a material weakness.





	--  Keep their superiors informed on all management control related issues.
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Annex K (Management Control Program) to Admin SOP, ODCSPER, HQ USAREUR & 7A











