GUIDELINES FOR PREPARATION OF THE 

FY 2003 ANNUAL STATEMENT OF ASSURANCE

MANAGEMENT CONTROL PROCESS

ANNUAL ASSURANCE STATEMENT CRITERIA

Each BSB Commander and ASG Staff Director must prepare and submit an Annual Assurance Statement (AAS).  The statement must provide specific insight on methods used to administer the Management Control Process (MCP) within their area of responsibility.  Shown below is information that should be addressed in each statement.

· COMMAND EMPHASIS

· How MCP is endorsed by the Commander and/or Director

· Using a Quarterly Review and Analysis (R&A) to monitor and/or identify progress, etc.

· COMMUNICATION AND AWARENESS
· Establishing a communication link, i.e., MCP communication/information letter, via  email 

· The type of guidance (from HQ or other information/guidance disseminated to              subordinate activities)

· Publishing articles or information in local newsletter/bulletins

· Being proactive by discussing MCP at staff briefings/meetings

·   TRAINING
· Conducting training workshops/briefings.  How often?

· Providing technical assistance to subordinates.  Type.

· MATERIAL WEAKNESS DISCOVERY/RESOLUTION
· Use of other techniques, other than required evaluations, to identify problem areas, i.e., Audits/Inspections; Family Force Forums, Quality of Life (QOL) Reviews 
· PROGRAM ADMINSTRATION

· Automated Database for tracking and history information

· Participation in MCP Workshops, meetings and/or conferences

· Use of Automated Forms to complete certification

STRUCTURE OF THE STATEMENT

The Statement of Assurance will consist of the following sections:  
· The cover memorandum

· TAB A, How the Assessment was Conducted

· TAB B, Material Weaknesses 

· TAB B-1, List of Material Weaknesses

· TAB B-2, Uncorrected Material Weaknesses

· TAB B-3, Corrected Material Weaknesses

COVER MEMORANDUM

Signature.  The head of the reporting organization or their principal deputy must sign the cover memorandum.  This memorandum provides their assessment as to whether they have reasonable assurance that the organization's management controls are in place and operating effectively.

Types of Statements.  This statement of assurance must take one of three forms:

· An unqualified statement of assurance ("I have reasonable assurance that...").  Each unqualified statement must have a firm basis for that position, and this basis must be described clearly in Tab A.

· A qualified statement of assurance ("I have reasonable assurance that ...., except for.....").  The material weaknesses in management controls that preclude an unqualified statement should be cited in the cover memorandum.

· A statement of no assurance ("I do not have reasonable assurance that ....").

TAB A 
HOW THE ASSESSMENT WAS CONDUCTED

Purpose.  The purpose of the statement is to provide an objective assessment of whether management controls provide reasonable assurance and to report any material weaknesses in those management controls.

Reasonable Assurance.  Reasonable assurance refers to a satisfactory level of management confidence that management controls are in place and operating as intended.  Reasonable assurance is a management judgment that recognizes there are acceptable levels of risk that cannot be avoided because the cost of absolute control would exceed the benefits derived.

Qualified Statements.  The Army and DOD have submitted qualified statements since FY 1993.  A qualified statement is nothing more than an objective recognition that management controls need improvement.  Reporting organizations should give serious consideration to submitting qualified statements where appropriate.

functional management reviews and other mechanisms for command oversight.  TAB A should also provide specific information in the following areas: 

· Leadership Emphasis.  This section summarizes leadership efforts in support of your management control process, to include leadership correspondence on the importance of effective management controls and senior leadership bodies (e.g., councils or committees) used to advise on management control issues.

· Training.  This section summarizes management control training conducted.  Indicate the type of training (e.g., provided by USDA, HQDA management control staff or in-house staff) and the total number receiving each type of training.

· Execution.  This section summarizes your most significant accomplishments in assessing and improving management controls and your management control process.  Be selective and ensure that these accomplishments are related directly to management controls.  We want to include one or two of your accomplishments in the Army statement, so please list your best accomplishments first.

· Internal Review Support.  This section summarizes efforts by Internal Review personnel in support of your management control process.  Indicate the total work-years of Internal Review effort in support of your process and describe these efforts (e.g., reviewing execution of the process, assessing the annual statement, validating the correction of material weaknesses, and where applicable, overall administration of the process).  HQDA organizations with no Internal Review staff should indicate “N/A.”

US Army Audit Agency (USAAA).  In its review of the management control process, USAAA will assess efforts to implement the management control process and the feeder statements that support the Secretary's annual statement.  Their review of feeder statements will assess their usefulness, the rigor and discipline of the process by which they are developed, and the degree to which they represent an accurate assessment of management controls and a full disclosure of material weaknesses.

TAB B 
MATERIAL WEAKNESSES

Material Weakness Criteria.  Identifying and correcting deficiencies in management controls is an ongoing responsibility of commanders and managers at all levels.  Whether a problem merits reporting as a material weakness is a management judgment.  There are two essential criteria for a material weakness:

· It involves a deficiency in management controls (i.e., they are not in place; they are in place but are not being used; or, they are in place and used, but are inadequate).

· It warrants the attention of the next level of command, because that next level must take action or because it must be aware of the problem.

It is usually clear whether a problem involves a deficiency in management controls or whether the next level of command must take corrective action.  Whether the next level of command should be made aware of a weakness is a more subjective judgment.  The following factors should be considered in making this judgment:

· Actual or potential loss of resources (e.g., magnitude, sensitivity, frequency of loss).

· Current or probable Congressional / media interest (adverse publicity).

· Unreliable information causing unsound management decisions.

· Diminished credibility or reputation of Army management.

· Violation of statutory or regulatory requirements.

· Impact on information security.

· Impaired fulfillment of essential mission or provision of Government services.

Sources for Material Weaknesses.  Many sources can be used to identify potential material weaknesses, to include:  audit or inspection findings, criminal investigation results, management control evaluations, functional management review processes, and management's general knowledge of operational problems.  Audit and inspection reports often will recommend reporting specific problems as material weaknesses.  These recommendations should be given careful consideration, but the determination to report a material weakness is ultimately a management judgment.

DOD Systemic Material Weaknesses.  DOD identifies Systemic Material Weaknesses that affect a significant number of DOD Components and have the potential to impact adversely on DOD’s overall operations.  For your reference, the eight Systemic Material Weaknesses reported by DOD in FY 2002 are:

· Financial Management Systems and Processes

· Environmental Liability

· Munitions and Explosives

· Contracting for Services

· Government Card Program Management

· Information Assurance

· Personnel Security Investigations Program

· Management of Real Property (Facilities)

Problems Identified by USAAA.  USAAA has noted shortcomings in material weaknesses, to include cryptic or inadequate descriptions and problems addressed in a piecemeal (not a systemic) approach.  Each HQDA HQDA Hreporting organization should consider material weaknesses from its subordinate elements and from MACOM feeder statements as input for the possible identification and development of broader Army-wide material weaknesses.

Content of TAB B
TAB B consists of the following sections:

· TAB B-1, List of Material Weaknesses.  This section should provide separate listings for uncorrected and corrected material weaknesses.  Each listing should indicate the title of the weakness and the fiscal year it was identified, beginning with the most recent weaknesses and working back.

· TAB B-2, Uncorrected Material Weaknesses.  This section includes separate descriptions of each uncorrected material weakness, with weaknesses in the same sequence as the listing in TAB B-1.

· TAB B-3, Corrected Material Weaknesses.  This section includes separate descriptions of each corrected material weakness, with weaknesses in the same sequence as the listing in TAB B-1.
Format and Instructions.
The material weakness format and instructions are attached.

MATERIAL WEAKNESS FORMAT

Local ID #: _______

Title and Description of Material Weakness:  

Functional Category:

Pace of Corrective Action:


Year Identified:


Original Target Date:


Target Date in Last Year's Report:


Current Target Date:


Reason for Change in Date(s):

Component/Appropriation:

Validation Process:

Results Indicators:

Source(s) Identifying Weakness:

Major Milestones in Corrective Action:

A.  Completed Milestones:


Date:



Milestone:

B.  Planned Milestones (Fiscal Year 2004):


Date:



Milestone:

C.  Planned Milestones (Beyond Fiscal Year 2004):


Date:



Milestone:

OSD or HQDA Action Required:
Point of Contact:

INSTRUCTIONS FOR MATERIAL WEAKNESSES FORMAT

Material weaknesses should not exceed three pages in length.

Local ID #:  Indicate your local identification number for the material weakness.

Title and Description of Material Weakness.  The title should be short and concise.  The description should be written in non-technical terms that would permit a member of the general public to understand the management control problem, its cause and its adverse impact.

Functional Category.  Cite one of the broad DoD functional categories shown below:

Research, Development, Test, and Evaluation

Procurement

Manufacturing, Maintenance, and Repair

Major Systems Acquisition

Communications / Intelligence / Security 

Contract Administration 

Personnel and/or Organization Management

Force Readiness

Comptroller and/or Resource Management

Supply Operations

Property Management 




Information Technology

Support Services





Security Assistance

Other (Primarily Transportation)

If more than one category is involved, cite the primary category first.  This will assist us in routing your material weakness to the appropriate HQDA office (if it involves a functional area other than your own). 

Pace of Corrective Action:


Year Identified:  The FY the weakness first was reported. 


Original Target Date:  The FY for correction when first reported.


Target Date in Last Year's Report:  The FY for correction in last year's report.  If this is a new weakness, enter “N/A.”


Current Target Date:  The current FY for correction.  If this is a new weakness, enter "N/A."


Reason for Change in Date(s):  If the Current Target Date is later than the Target Date in Last Year's Report, explain what caused this change.  If these two dates are the same or if both show N/A, enter “N/A.”

Component/Appropriation:  The Component is "Army."  Identify the appropriation(s) associated with correction of this material weakness.

For any Army-level material weakness, identify by appropriation and fiscal year any amounts in the funded program/budget for correction of this material weakness, as follows:    

    Appropriation    FY 03     FY 04     FY 05      FY 06      Cost-to-Complete     Total
Show amounts in thousands of dollars ($K).  Funds prior to FY 2003 do not need to be included.  If no funds are shown, provide an explanation.  

Validation Process:  The effectiveness of corrective actions must be validated before a material weakness is closed (this is important especially when corrective actions focus on policy changes).  Indicate the method that will be used to validate that corrective actions have resolved the material weakness and the date this will occur.  For any Army-level material weakness, validation must be accomplished by the USAAA.

Results Indicator:  Describe the quantitative and/or qualitative measure that will show the material weakness has been corrected.  This section should answer the question “How will you know when the material weakness has been corrected?"

Source(s) Identifying Weakness:  List the primary source(s) that identified the material weakness (e.g., management control evaluations, external audit or inspection reports, local inspector general or internal review findings).  For audit/inspection reports, cite the report title, report number and date.

Major Milestones in Corrective Action:  Indicate the major milestones – the primary corrective actions – taken or planned to correct the material weakness.  DOD policy requires that corrective action be validated before a material weakness is reported as closed and that this validation process be listed as the final milestone.

For any Army-level material weaknesses, show milestone dates only for March or September (i.e., 3/02 or 9/02).  These are based on the "as of" dates for the annual statement (end of September) and mid-year (end of March).  Using these semi-annual milestone dates will reduce the need to explain minor slips in milestones.

A.  Completed Milestones:


Date:



Milestone:

B.  Planned Milestones (Fiscal Year 2004):


Date:



Milestone:

C.  Planned Milestones (Beyond Fiscal Year 2004):


Date:



Milestone:

OSD or HQDA Action Required:  If correction of this material weakness requires action by OSD or by another HQDA staff agency, indicate the office and the action you believe it should take (include a Point of Contact with phone number or email address, if possible).  If you are reporting the material weakness for information only, indicate "N/A." 

Point of Contact:  The name, office symbol, and telephone number of the individual who can respond to inquiries about this material weakness.

