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INSPECTOR GENERAL 
DEPARTMENT OF DEFENSE 


400 ARMY NAVY DRIVE 

ARLINGTON, VIRGINIA 22202-2884 


April 10, 1996 

MEMORANDUM FOR UNDER SECRETARY OF DEFENSE (COMPTROLLER) 
AND CHIEF FINANCIAL OFFICER 

DIRECTOR, DEFENSE FINANCE AND ACCOUNTING 
SERVICE 

SUBJECT: Audit Report on Inspector General, DoD, Oversight of the Army Audit 
Agency Examination of the Army's Financial Statements for Fiscal Years 
1995 and 1994 (Report No. 96-094) 

We are providing this audit report for your information and use and for 
transmittal to the Director, Office of Management and Budget. It includes our 
endorsement of the Army Audit Agency (AAA) disclaimer of opinion on the Army's 
financial statements for FYs 1995 and 1994, along with the AAA audit report, 
"Examination of the Army's Financial Statements for Fiscal Years 1995 and 1994." 
An audit of the Army's financial statements is required by the Chief Financial Officers 
Act of 1990, as amended by the Federal Financial Management Act of 1994. Since 
this report contains no recommendations, comments are not required. 

We appreciate the courtesies extended to the audit staff. Questions on the audit 
should be directed to Mr. Richard B. Bird, Audit Program Director, at (317) 542-3859 
(DSN 699-3859), or Mr. John J. Vietor, Audit Project Manager, at (317) 542-3855 
(DSN 699-3855). See Appendix E for the report distribution. The audit team 
members are listed inside the back cover. 

Mil~ 
Robert J. Lieberman 

Assistant Inspector General 
for Auditing 
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Report No. 96-094 April 10, 1996 
(Project No. SFl-2023.01) 

Inspector General, DoD, Oversight of the 

Army Audit Agency Examination of the 


Army's Financial Statements for 

Fiscal Years 1995 and 1994 


Executive Summary 


Introduction. The Chief Financial Officers Act of 1990, as amended by the Federal 
Financial Management Act of 1994, requires an audit of the Army's financial 
statements. We delegated the audit of the FY 1995 Army financial statements to the 
Army Audit Agency on May 16, 1995. This report provides our endorsement of the 
Army Audit Agency disclaimer of opinion on the Army's financial statements for FYs 
1995 and 1994, along with the Army Audit Agency's report, "Examination of the 
Army's Financial Statements for Fiscal Years 1995 and 1994." 

Audit Objective. The audit objective was to determine the accuracy and completeness 
of the audit of the FYs 1995 and 1994 Army financial statements conducted by the 
Army Audit Agency. 

Audit Results. The Army Audit Agency examination of the FYs 1995 and 1994 Army 
financial statements, dated March 15, 1996, stated that the Army Audit Agency was 
unable to express an opinion on the financial statements. We concur with the Army 
Audit Agency's disclaimer of opinion; our endorsement of that disclaimer is in 
Appendix A. The Army Audit Agency's report, "Examination of the Army's Financial 
Statements for Fiscal Years 1995 and 1994," is in Appendix B. 

Summary of Recommendations and Management Comments. This report contains 
no recommendations that are subject to resolution in accordance with DoD Directive 
7650.3. Accordingly, comments are not required. 
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INSPECTOR GENERAL 
DEPARTMENT OF DEFENSE 


.-00 ARMY NAVY DRIVE 

ARLINGTON, VIRGINIA 22202-2884 


MAR 1 9 1996 

MEMORANDUM FOR UNDER SECRETARY OF DEFENSE (COMPTROll.ER) 
AND CHIEF FINANCIAL omcER 

DIRECTOR, DEFENSE FINANCE AND ACCOUNTING 
SERVICE 

SUBJECT: 	 Endorsement of the Disclaimer of Opinion on the FYs 1995 and 1994 Army 
Principal Financial Statements (Project No. SFI-2023) 

The Chief Financial Officers Act of 1990, as amended, requires financial statement 
audits by the statutory Inspectors General. On May 16, 1995, we delegated to the 
Army Audit Agency (AAA) the audit of the FY 1995 Army principal financial 
statements. Summarized below are the AAA opinion letter on the FYs 1995 and 1994 
Army principal financial statements and the results of our review of the audit conducted 
by AAA. We endorse the disclaimer of opinion expressed by AAA (Enclosure) in its 
audit of the FYs 1995 and 1994 Army principal financial statements. 

Disclaimer of Opinion 

The AAA examination of the FYs 1995 and 1994 Army principal financial statements, 
dated March 15, 1996, stated that AAA was unable to express an opinion on the 
FYs 1995 and 1994 Army principal financial statements. We concur with the AAA 
disclaimer of opinion. 

The primary reason that prevented the AAA from performing the audit was the 
inadequate accounting systems used to compile the Army's principal financial 
statements. The accounting systems do not: 

o have integrated, transaction-driven general ledgers; 

o have audit trails; 

o suppon amounts for several types of assets, liabilities, and expenses; 

o adequately capture the value of Government property furnished to 
contractors; 

o capture the values of equipment and real property owned by field units and 
installations; and 

o have complete or accurate data for wholesale assets. 

While inadequate accounting systems were the primary reason for tbc AAA disclaimer 
of opinion, procedural and compliance problems also contn"buted to the lack of reliable 
balances on the FYs 1995 and 1994 Army principal financial statements. Procedural 
and compliance problems included the following. 

o The reported value for unserviceable equipment awaiting repair was 
overstated because Army procedures were not followed and these assets were not 
reported at full standard price, less the required reduction for repair costs. 
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o The DFAS Indianapolis Center did not adequately address or could not 
explain large variances from one fiscal year to the next in several account balances. 

o 'Ple Under Secretary of Defense (Comptroller) has issued guidance 
conflicting with that issued by the Office of Management and Budget (OMB). For 

· example, DoD policy prevents the Army from following OMB rcponing requirements 
for probable contingent liabilities. · 

Inadequate accounting systems resulted in disclaimers of opinion for the FYs 1991, 
1992, 1993 and 1994 Army principal financial statements. Inadequate accounting· 
systems still existed in relation to the FY 1995 financial statements and were the major 
reason that the audit could not be performed and an audit opinion issued. 

Internal Controls and Compliance With Laws and Regulations 

Internal controls did not fully protect the Army's assets, ensure compliance with laws 
and regulations, and ensure that the fincial statements contained no material 
misstatements. Procedural and compliance problems contributed to the lack of reliable 
amounts on the Army's financial statements. As a result, the risk of material financial 
misstatements is high. The Army and the Defense Finance and Accounting Service 
have recognized these weaknesses and reported them in their FY 1995 Annual 
Statements of Assurance on management controls. 

Re~iew of Anny Audit Agency Work 

To fulfill our responsibilities under the Chief Financial Officers Act for determining the 
accuracy and completeness of the independent audit conducted by the AAA, we: 

o evaluated qualifications and independence of AAA auditors, 

o reviewed the AAA approach and planning of the audit, and 

o monitored progress of the audit at key points. 

In addition to the above oversight procedures, we also performed other procedures 
deemed necessary to determine the fairness and acc:urac:y of the audit approach and 
conclusions. 

We conducted our review of the AAA audit of the FYs 1995 and 1994 Army principal 
financial statements in accordance with generally accepted Government audinng 
standards from May 16, 1995, through March 15, 1996. We found no indication that 
we could not rely on the AAA opinion on ~ Army principal financial statements and 
its related evaluations of internal controls and compliance with laws and regulations. 

~/..J..J,&_~~ .. ,
~~ebennan 

Assistant Inspector General 
for Auditing 

Enclosure 
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DEPARTMENT OF THE ARMY 
OFFICE OF THE AUDITOR GENERAL 

3101 PARK CENTER DRIVE 
ALEXANDRIA, VA 22302·1596 

ta\ 
~· 

Secretary of the Army 

In accordance with the Chief Financial Officers Act of 1990, 
as amended by the Government Management Reform Act of 1994, 
the Army prepared the accompanying Principal Financial 
Statements for the fiscal years ended 30 September 1995 and 
1994. As delegated by, and in coordination with, the 
Inspector General, DOD, we were engaged to audit the 
statements, including an evaluation of related internal 
controls and compliance with laws and regulations. 

We were unable to express an opinion on the Army's Financial 
Statements for the fiscal years ended 30 September 1995 and 
1994. The main reasons for our disclaimer were inadequate
accounting systems, lack of audit trails, and unsupported 
amounts for several types of assets, liabilities, and 
expenses. Procedural and compliance problems also 
contributed to the lack of reliable amounts on the Army's 
financial statements. We present details on our disclaimer 
reasons in the Significant Matters section below. 

Internal controls weren't fully effective to protect the 
Army's assets, ensure compliance with laws and regulations, 
and ensure there were no material misstatements in the 
financial statements. As a result, the risk of material 
financial misstatements is high. The Army and the Defense 
Finance and Accounting Service have recognized these 
weaknesses and reported them in their FY 95 annual assurance 
statements on management controls. We present details in 
our separate report on internal controls and compliance with 
laws and regulations. 

Financial data in the Overview and the Supplemental 
Financial and Management Information sections of the Army's
FY 95 Annual Financial Report was derived from the same 
sources as the financial statements and, therefore, may not 
be reliable. 

The Defense Finance and Accounting Service is primarily 
responsible for correcting the Army's accounting system
deficiencies. However, the Inspector General, DOD 
challenged the Accounting Service's existing strategy for 
overcoming these deficiencies in a draft report issued on 
29 December 1995 to the Under Secretary of Defense 
(Comptroller) . Action taken as a result of the Inspector 
General's report will have a direct effect on how and when 
the Army will have auditable accounting data. 

Examination ofdle Army's Financial Scaanem for Fiscal Years 199S lllCI 1994 (AA 96-152) Aucliror's Rqxnt/Page S 
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SIGNIFICANT MAITERS 


Our work showed that the Army continues to experience major 
financial reporting problems. The most significant of these 
problems severely limited our audit scope and caused us to 
issue a disclaimer of opinion on the financial statements. 
However, we also noted specific areas of progress. We 
summarize the main reasons for disclaimer and the progress 
areas in the following paragraphs. More detailed 
discussions on these subjects, iricluding specific 
recommendations, are in the supporting audit reports issued 
separately. 

Main Reasons for Disclaimer 

The following accounting system and procedural problems 
disclosed by our audits (both current and prior) are the 
main reasons we couldn't issue an opinion. 

Accounting Systems 

Deficiencies in the Army's accounting systems constitute the 
major reason for our inability to render an audit opinion. 
The accounting systems don't have integrated, transaction
driven general ledgers. Consequently, data for physical 
assets in the Army's financial statements are compiled using 
"work-around" procedures and data from management systems 
not intended and not suitable for financial reporting. 

The accounting systems also don't produce account-oriented 
transaction files (subsidiary ledgers) . Therefore, the 
audit trails needed to verify the values reported for cash
based accounts on the Army's financial statements don't 
exist, and these statement balances aren't auditable. 
(Cash-based accounts reported on the Army's statements for 
FY 95 included about $3.9 billion in accounts receivable and 
accounts payable, and about $60.B billion in expenses.) 

Government Furnished Property. The Army's accounting 
systems don't adequately capture the value of government 
property furnished to contractors. In prior audits, we 
recommended that the Army use contractor reports as an 
alternate source for reporting the value of government 
furnished property. Because the data in these reports was 
prepared from the accountable records, which the contractor 
maintains, we concluded that it was more representative than 
the figures available from the Army's accounting systems. 
The Army agreed to use the contractors' reports, but for FY 
95 it didn't enter the value of property related to Army
administered contracts into the DOD database for government 
furnished property. As a result, the database. contained 
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contractor-reported amounts only for the Army's DOD
administered contracts, and the total value reported for 
government furnished property on the Army's FY 95 financial 
statements was misstated. We couldn't determine the exact 
amount of the misstatement, but a comparison of the amounts 
reported in FY 94 and FY 95 provided an indication. In 
FY 94, using all of the contractors' reports, the Army 
reported about $15.5 billion for government furnished 
property. The reported amount for FY 95 was about 
$8.3 billion. 

Unit and Installation Property. The Army's accounting 
systems didn't capture the values of equipment and real 
property owned by field units and installations. Instead, 
the values reported in the Army's financial statements for 
unit and installation-owned assets were derived from asset 
management and physical accountability systems. However, 
the data in these systems wasn't complete or accurate. As a 
result, we couldn't verify the values reported on the Army's 
FY 95 financial statements for equipment in the possession 
of units (about $82.6 billion}, real property (about 
$34.6 billion}, and unit assets in transit (about 
$500 million} . 

Wholesale Assets. The data in the accounting systems for 
wholesale assets wasn't complete or accurate. Not counting 
munitions, wholesale assets reported on the Army's FY 95 
financial statements (assets in storage at depots; assets in 
transit between contractors, depots and using units; and 
assets on loan to other governmental entities} totaled about 
$23.7 billion. The accounting system data for these assets 
either wasn't used for financial reporting, or was used to 
report asset values but wasn't auditable or consistent. The 
accounting system data wasn't reliable or auditable because 
inventory transactions sometimes weren't properly processed, 
and transactions rejected by the accounting systems often 
weren't properly resolved. This occurred in part, because 
logistics and financial personnel weren't sufficiently 
knowledgeable on how their respective processes and systems 
interact. 

Equipment Awaiting Repair 

The reported value for unserviceable equipment awaiting 
repair was overstated. These assets were reported at full 
standard price (about $14.3 billion) in the Commodity 
Command Standard System, but their value should have been 
reduced by the estimated costs to repair them. We reported 
this problem last year for the FY 94 statements, and the 
Army agreed to reduce the equipment balance by the estimated 
repair costs. However, sufficient corrective action wasn't 
taken. Defense accounting offices were told about the need 
to revalue the assets, but Army commodity commands weren't 
told to calculate estimated repair costs. As a result, the 
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unserviceable assets were still valued at full standard 
prices. We couldn't determine the amount of the 
understatement, but two of the commands we audited projected 
maintenance .. costs at about $729 million over 5 years. The 
full price value of the unserviceable reparables at these 
two commands was about $3.9 billion. 

Statement Preparation 

The process the Defense Finance and Accounting Service used 
for preparing the financial statements had improved. 
Existing controls were generally enforced, and additional 
automated procedures were employed to analyze and evaluate 
the data. Moreover, some detailed reviews were conducted to 
identify and explain unexpected balances for some accounts-
especially the physical asset accounts. However, the 
Accounting Service didn't adequately address or couldn't 
explain differences in several cash-based account balances. 
Consequently, unexplained differences exist between some 
account balances reported on the Army's Statements of 
Financial Position for FY 94 and FY 95. For example,
advances and prepayments to Federal agencies decreased from 
$641 million to $90 million; accounts payable to non-Federal 
agencies increased from $64 million to ~1.3 billion. We 
didn't audit these differences in detail, but their 
existence is a potential problem indicator. 

Basis of Accounting 

Office of Management and Budget Bulletin 94-01 (Form and 
Content of Agency Financial Statements) specifies the form 
and content for financial statements prepared pursuant to 
the requirements of the Chief Financial Officers Act. This 
bulletin incorporates a hierarchy of accounting principles 
to be used until a comprehensive set of accounting standards 
are issued by the Director of the Office of Management and 
Budge~ and the Comptroller General. In conflict with this 
policy, the Under Secretary of Defense (Comptroller) 
requires the Army to prepare its financial statements 
according to a hierarchy that begins with DOD Guidance on 
Form and Content of Financial Statements. The DOD guidance 
and the Office of Management and Budget· guidance differ in 
several areas, such as accounting terminology, the 
presentation of fund balances with Treasury, the 
presentation of war reserves, and the recording of 
contingent liabilities. Because the other conditions 
discussed above necessitated a disclaimer, we didn't perform 
detailed audit work to quantify the effect of the DOD 
guidance. 

Audilar's ReponJPoae 8 
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Contingent Liabilities 

DOD policy prevents the Army from following Office of 
Management and Budget reporting requirements .for probable 
contingent liabilities. Consequently, the Army has a 
significant amount of liabilities which aren't recorded on 
its Statement of Financial Position. As of 30 September 
1995, the Army estimated its probable contingent liabilities 
to be $14.6 billion, and this amount is disclosed in the 
footnotes. However, the Army has not yet developed and 
implemented procedures to ensure that all such liabilities 
are identified, and it has acknowledged that additional 
liabilities likely exist. In addition, for the past 2 years 
the Army has estimated its probable contingent liabilities 
to be about $25 billion. Although the footnotes don't 
provide specific information to explain the $10 billion 
reduction for FY 95, we were told that it occurred because 
DOD funds would be used for one of the major cost categories 
and because revised cost estimates were lower for some other 
categories. Due to the DOD policy prohibiting the recording 
of contingent liabilities, we didn't conduct detailed audit 
tests to fully verify the reasonableness of the Army's 
estimates or its conclusions on funding responsibility. 
Nevertheless, the liabilities on the Statement of Financial 
Position will continue to be misstated until DOD changes its 
policy. 

Progress Areas 

Army leaders have acknowledged the existence of significant 
problems and have taken actions to address them. The 
Defense Finance and Accounting Service has also taken some 
specific action to improve the Army's financial statements. 

The ArinY Chief of Staff, in his July 1995 "State of the 
Army" message, emphasized the need for all Army managers to 
ensure that the resources entrust~d to them are closely 
safeguarded and used efficiently. The Under Secretary of 
the Army, in a June 1995 message to Army managers, stressed 
the importance of ensuring that the Army's management 
controls are adhered to. Additionally, by continuing to 
emphasize the Army's Joint Reconciliation Program, the 
Assistant Secretary of the Army (Financial Management and 
Comptroller) has achieved significant progress in reducing 
unmatched disbursements, negative unliquidated obligations, 
and outstanding travel advances. 

We also found that management controls were sufficient to 
ensure accurate reporting of wholesale munitions, valued at 
about $27.9 billion. Inventory transactions processed by 
the Commodity Command Standard System were accurate, prices 
in the standard system used to value munitions items were 
generally accurate, and storage activities reported accurate 
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balances on hand. In addition, the Army made progress in 
resolving its military pay control weaknesses, and the U.S. 
Army Corps of Engineers improved its control over 
construction in progress and engineering and design costs to 
the extent that these areas are no longer considered to be 
material weaknesses. The Army's annual assurance statement 
continues to report Armywide control problems to bring 
attention to needed corrective actions. 

The Defense Finance and Accounting Service has performed 
comparative analyses for all property account balances and 
for Army National Guard accrued annual leave balances. 
These analyses disclosed potential reporting errors. In 
February 1996, the Accounting Service alerted the National 
Guard about potential errors in its property and annual 
leave data and the need for a corrective action plan. This 
action by the Accounting Service should improve the 
reliability of data included on the Army's future financial 
statements. 

One of the more important actions that the Army began prior 
to FY 95 was establishing the Senior Level Steering Group to 
oversee action taken in response to audits conducted 
pursuant to the Chief Financial Officers Act. This group 
chartered an effort to develop the Stewardship Improvement 
Plan, which was to be the Army's plan to enable it to better 
safeguard the Army's resources and also facilitate 
compliance with requirements of the Act. Implementation of 
this initiative is still in its formative stages. 

AUDIT SCOPE AND METHODOLOGY 

Army management, with support provided by the Defense 
Finance and Accounting Service, is responsible for: 

- Preparing the annual financial statements in conformity 
with applicable accounting principles. 

- Establishing and maintaining management controls and 
systems to provide reasonable assurance that the broad 
control objectives of the Federal Managers' Financial 
Integrity Act are met. 

- Complying with applicable laws and regulations. 

We were responsible for auditing the financial statements 
and evaluating related internal controls and compliance with 
laws and regulations. In carrying out these 
respo~sibilities, we: 

Examination of die Army"s Financial Smemcms for FisCal Years 1995 and 1994 (AA 96-152) Audiror"s Rcpon/Pacc: 10 
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- Evaluated and, as necessary, tested relevant internal 
controls encompassing: 

o Financial statement preparation procedures. 
o Wholesale munitions. 
o Equipment in transit. 
o Wholesale equipment. 

Conducted followup reviews on previous recommendations 
addressing: 

o Retail equipment. 
o Accounting systems. 
o Problem disbursements. 
o Travel advances. 
o Payroll. 
o Real property. 
o Government furnished property. 
o Contingent liabilities. 

- Tested compliance with selected laws and regulations. 

- Assessed data contained in the Overview section of the 
annual financial report for consistency with data 
reported in the ~inancial statements. 

We didn't conduct audit work on programs that are classified 
for national security. 

To the extent possible, we performed our work in accordance 
with generally accepted government auditing standards and 
Office of Management and Budget Bulletin 93-06 (Audit 
Requirements for Federal Financial Statements). However, as 
noted above, there were significant limitations to the scope 
of our work. 

~f /C. ... ~ '-t;ANcis E. REARDON, CPA 
The Auditor General 

15 March 1996 
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DEPARTMENT OF THE ARMY 
OFFICE OF THE AUDITOR GENERAL 

3101 PARK CENTER DRIVE 
ALEXANDRIA, VA 22302·1596 

15 March 1996 

Secretary of the Army 

This is the auditor's report which summarizes the results of 
our efforts to audit the Army's Principal Financial 
Statements for the fiscal years ended 30 September 1995 and 
1994. We performed our work pursuant to the Chief Financial 
Officers Act of 1990 (Public Law 101-576) as amended. 

We were unable express an opinion on the financial 
statements primarily because of inadequate accounting 
systems and incomplete or unauditable supporting records. 
We were unable to apply other auditing procedures in these 
areas to satisfy ourselves as to the fairness of the data 
presented. 

Brief discussions of our results and conclusions are in the 
Significant Matters section of this report. More detailed 
discussions are in the supporting audit reports listed in 
Annex B. 

I appreciate the courtesies and cooperation extended to us 
during the audit. 

~E:. & Q. 
FRANCIS E. REARDON, CPA 
The Auditor General 
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DEPARTMENT OF THE ARMY 
OFFICE OF THE AUDITOR GENERAL 

3101 PARK CENTER DRIVE 
ALEXANDRIA, VA 22302·1596 

Secretary of the Army 

In accordance with the Chief Financial Officers Act of 1990, 
as amended by the Government Management Reform Act of 1994, 
the Army prepared the accompanying Principal Financial 
Statements for the fiscal years ended 30 September 1995 and 
1994. As delegated by, and in coordination with, the 
Inspector General, DOD, we were engaged to audit the 
statements, including an evaluation of related internal 
controls and compliance with laws and regulations. 

We were unable to express an opinion on the Army's Financial 
Statements for the fiscal years ended 30 September 1995 and 
1994. The main reasons for our disclaimer were inadequate 
accounting systems, lack of audit trails, and unsupported 
amounts for several types of assets, liabilities, and 
expenses. Procedural and compliance problems also 
contributed to the lack of reliable amounts on the Army's 
financial statements. We present details on our disclaimer 
reasons in the Significant Matters section below. 

Internal controls weren't fully effective to protect the 
Army's assets, ensure compliance with laws and regulations, 
and ensure there were no material misstatements in the 
financial statements. As a result, the risk of material 
financial misstatements is high. The Army and the Defense 
Finance and Accounting Service have recognized these 
weaknesses and reported them in their FY 95 annual assurance 
statements on management controls. We present details in 
our separate report on internal controls and compliance with 
laws and regulations. 

Financial data in the Overview and the Supplemental 
Financial and Management Information sections of the Army's 
FY 95 Annual Financial Report was derived from the same 
sources as the financial statements and, therefore, may not 
be reliable. 

The Defense Finance and Accounting Service is primarily 
responsible for correcting the Army's accounting system 
deficiencies. However, the Inspector General, DOD 
challenged the Accounting Service's existing strategy for 
overcoming these deficiencies in a draft report issued on 
29 December 1995 to the Under Secretary of Defense 
(Comptroller) . Action taken as a result of the Inspector 
General's report will have a direct effect on how and when 
the Army will have auditable accounting data. 
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SIGNIFICANT MATTERS 


Our work showed that the Army continues ·to experience major 
financ~al reporting problems. The most significant of these 
problems severely limited our audit scope and caused us to 
issue a disclaimer of opinion on the financial statements. 
However, we also noted specific areas of progress. We 
summarize the main reasons for disclaimer and the progress 
areas in the following paragraphs. More detailed 
discussions on these subjects, including specific 
recommendations, are in the supporting audit reports issued 
separately. 

Main Reasons for Disclaimer 

The following accounting system and procedural problems 
disclosed by our audits {both current and prior) are the 
main reasons we couldn't issue an opinion. 

Accounting Systems 

Deficiencies in the Army's accounting systems constitute the 
major reason for our inability to render an audit opinion. 
The accounting systems don't have integrated, transaction
driven general ledgers. Consequently, data for physical 
assets in the Army's financial statements are compiled using 
"work-around" procedures and data from management systems 
not intended and not suitable for financial reporting. 

The accounting syst~ms also don't produce account-oriented 
transaction files {subsidiary ledgers) . Therefore, the 
audit trails needed to verify the values reported for cash
based accounts on the Army's financial statements don't 
exist, and these statement balances aren't auditable. 
{Cash-based accounts reported on the Army's statements for 
FY 95 included about $3.9 billion in accounts receivable and 
accounts payable, and about $60.8 billion in expenses.) 

Government Furnished Property. The Army's accounting 
systems don't adequately capture the value of government 
property furnished to contractors. In prior audits, we 
recommended that the Army use contractor reports as an 
alternate source for reporting the value of government 
furnished property. Because the data in these reports was 
prepared from the accountable records, which the contractor 
maintains, we concluded that it was more representative than 
the figures available from the Army's accounting systems. 
The Army agreed to use the contractors' reports, but for FY 
95 it didn't enter the value of property related to Army
administered contracts into the DOD database for government 
furnished property. As a result, the database contained 
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contractor-reported amounts only for the Army's DOD
administered contracts, and the total value reported for 
government furnished property on the Army's FY 95 financial 
statements was misstated. We couldn't determine the exact 
amount of the misstatement, but a comparison of the amounts 
reported in FY 94 and FY 95 provided an indication. In 
FY 94, using all of the contractors' reports, the Army 
reported about $15.5 billion for government furnished 
property. The reported amount for FY 95 was about 
$8. 3 billion. 

Unit and Installation Property. The Army's accounting 
systems didn't capture the values of equipment and real 
property owned by field units and installations. Instead, 
the values reported in the Army's financial statements for 
unit and installation-owned assets were derived from asset 
management and physical accountability systems. However, 
the data in these systems wasn't complete or accurate. As a 
result, we couldn't verify the values reported on the Army's 
FY 95 financial statements for equipment in the possession 
of units (about $82.6 billion}, real property (about 
$34.6 billion}, and unit assets in transit (about 
$500 million} . 

Wholesale Assets. The data in the accounting systems for 
wholesale assets wasn't complete or accurate. Not counting 
munitions, wholesale assets reported on the Army's FY 95 
financial statements (assets in storage at depots; assets in 
transit between contractors, depots and using units; and 
assets on loan to other governmental entities} totaled about 
$23.7 billion. The accounting system data for these assets 
either wasn't used for financial reporting, or was used to 
report asset values but wasn't auditable or consistent. The 
accounting system data wasn't reliable or auditable because 
inventory transactions sometimes weren't properly processed, 
and transactions rejected by the accounting systems often 
weren't properly resolved. This occurred in part, because 
logistics and financial personnel weren't sufficiently 
knowledgeable on how their respective processes and systems 
interact. 

Equipment Awaiting Repair 

The reported value for unserviceable equipment awaiting 
repair was overstated. These assets were reported at full 
standard price (about $14.3 billion} in the Commodity 
Command Standard System, but their value should have been 
reduced by the estimated costs to repair them. We reported 
this problem last year for the FY 94 statements, and the 
Army agreed to reduce the equipment balance by the estimated 
repair costs. However, sufficient corrective action wasn't 
taken. Defense accounting offices were told about the need 
to revalue the assets, but Army commodity com~ands weren't 
told to calculate estimated repair costs. As a result, the 

Examinalion of 1hc Army's Financial SlalelllenlS for Fiscal Yan 199S and ·1994 (AA 96-152) Auclicor's Repon/faae 7 

16 




Appendix B. AAA Report, "Examination of the Army's Financial Statements for 
. Fiscal Years 1995 and 1994" 

unserviceable assets were still valued at full standard 
prices. We couldn't determine the amount of the 
understateme~t. but two of the commands we audited projected 
maintenance costs at about $729 million over 5 years. The 
full price value of the unserviceable reparables at these 
two commands was about $3.9 billion. 

Statement Preparation 

The process the Defense Finance and Accounting Service used 
for preparing the financial statements had improved. 
Existing controls were generally enforced, and additional 
automated procedures were employed to analyze and evaluate 
the data. Moreover, some detailed reviews were conducted to 
identify and explain unexpected balances for some accounts-
especially the physical asset accounts. However, the 
Accounting Service didn't adequately address or couldn't 
explain differences in several cash-based account balances. 
Consequently, unexplained differences exist between some 
account balances reported on the Army's Statements of 
Financial Position for FY 94 and FY 95. For example, 
advances and prepayments to Federal agencies decreased from 
$641 million to $90 million; accounts payable to non-Federal 
agencies increased from $64 million to ~1.3 billion. We 
didn't audit these differences in detail, but their 
existence is a potential problem indicator. 

Basis of Accounting 

Office of Management and Budget Bulletin 94-01 (Form and 
Content of Agency Financial Statements} specifies the form 
and content for financial statements prepared pursuant to 
the requirements of the Chief Financial Officers Act. This 
bulletin incorporates a hierarchy of accounting principles 
to be used until a comprehensive set of accounting standards 
are issued by the Director of the Office of Management and 
Budge~ and the Comptroller General. In conflict with this 
policy, the Under Secretary of Defense (Comptroller} 
requires the Army to prepare its financial statements 
according to a hierarchy that begins with DOD Guidance on 
Form and Content of Financial Statements. The DOD guidance 
and the Office of Management and Budget guidance differ in 
several areas, such as accounting terminology, the 
presentation of fund balances with Treasury, the 
presentation of war reserves, and the recording of 
contingent liabilities. Because the other conditions 
discussed above necessitated a disclaimer, we didn't perform 
detailed audit work to quantify the effect of the DOD 
guidance. 

Examination of Ille Army's Financial Slalcments for Fiscal Years 1995 and 1994 (AA 96-152) Aumtor's Report/Page 8 

17 




Examination of the Anny·s Financial S<alelnenc for Fiscal y..,. 1995 and 1994 (AA 96-152) Auditor"s Report/Page 9 

Appendix B. AAA Report, "Examination of the Army's Financial Statements for 
Fiscal Years 1995 and 1994" 

Contingent Liabilities 

DOD policy prevents the Army from following Office of 
Management and Budget reporting requirements for probable 
contingent liabilities. Consequently, the Army has a 
significant amount of liabilities which aren't recorded on 
its Statement of Financial Position. As of 30 September 
1995, the Army estimated its probable contingent liabilities 
to be $14.6 billion, and this amount is disclosed in the 
footnotes. However, the Army has not yet developed and 
implemented procedures to ensure that all such liabilities 
are identified, and it has acknowledged that additional 
liabilities likely exist. In addition, for the past 2 years 
the Army has estimated its probable contingent liabilities 
to be about $25 billion. Although the footnotes don't 
provide specific information to explain the $10 billion 
reduction for FY 95, we were told that it occurred because 
DOD funds would be used for one of the major cost categories 
and because revised cost estimates were lower for some other 
categories. Due to the DOD policy prohibiting the recording 
of contingent liabilities, we didn't conduct detailed audit 
tests to fully verify the reasonableness of the Army's 
estimates or its conclusions on funding responsibility. 
Nevertheless, the liabilities on the Statement of Financial 
Position will continue to be misstated until DOD changes its 
policy. 

Progress Areas 

Army leaders have acknowledged the existence of significant 
problems and have taken actions to address them. The 
Defense Finance and Accounting Service has also taken some 
specific action to improve the Army's financial statements. 

The Army Chief of Staff, in his July 1995 "State of the 
Army" message, emphasized the need for all Army managers to 
ensure that the resources entrust~d to them are closely 
safeguarded and used efficiently. The Under Secretary of 
the Army, in a June 1995 message to Army managers, stressed 
the importance of ensuring that the Army's management 
controls are adhered to. Additionally, by continuing to 
emphasize the Army's Joint Reconciliation Program, the 
Assistant Secretary of the Army (Financial Management and 
Comptroller) has achieved significant progress in reducing 
unmatched disbursements, negative unliquidated obligations, 
and outstanding travel advances. 

We also found that management controls were sufficient to 
ensure accurate reporting of wholesale munitions, valued at 
about $27.9 billion. Inventory transactions processed by 
the Commodity Command Standard System were accurate, prices 
in the standard system used to value munitions items were 
generally accurate, and storage activities reported accurate 
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balances on hand. In addition, the Army made progress in 
resolving its military pay control weaknesses, and the U.S. 
Army -.Corps of Engineers improved its control over 
construction in progress and engineering and design costs to 
the extent that these areas are no longer considered to be 
material weaknesses. The Army's annual assurance statement 
continues to report Armywide control problems to bring 
attention to needed corrective actions. 

The Defense Finance and Accounting Service has performed 
comparative analyses for all property account balances and 
for Army National Guard accrued annual leave balances. 
These analyses disclosed potential reporting errors. In 
February 1996, the Accounting Service alerted the National 
Guard about potential errors in its property and annual 
leave data and the need for a corrective action plan. This 
action by the Accounting Service should improve the 
reliability of data included on the Army's future financial 
statements. 

One of the more important actions that the Army began prior 
to FY 95 was establishing the Senior Level Steering Group to 
oversee action taken in response to audits conducted 
pursuant to the Chief Financial Officers Act. This group 
chartered an effort to develop the Stewardship Improvement 
Plan, which was to be the Army's plan to enable it to better 
safeguard the Army's resources and also facilitate 
compliance with requirements of the Act. Implementation of 
this initiative is still in its formative stages. 

AUDIT SCOPE AND METHODOLOGY 

Army management, with support provided by the Defense 
Finance and Accounting Service, is responsible for: 

- Preparing the annual financial statements in conformity
with applicable accounting principles. 

- Establishing and maintaining management controls and 
systems to provide reasonable assurance that the broad 
control objectives of the Federal Managers' Financial 
Integrity Act are met. 

- Complying with applicable laws and regulations. 

We were responsible for auditing the financial statements 
and evaluating related internal controls and compliance with 
laws and regulations. In carrying out these 
responsibilities, we: 
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- Evaluated and, as necessary, tested relevant internal 
controls encompassing: 

o Financial statement preparation procedures. 
o Wholesale munitions. 
o Equipment in transit. 
o Wholesale equipment. 

Conducted followup reviews on previous recommendations 
addressing: 

o Retail equipment. 
o Accounting systems. 
o Problem disbursements. 
o Travel advances. 
o Payroll. 
o Real property. 
o Government furnished property. 
o Contingent liabilities. 

- Tested compliance with sele.cted laws and regulations. 

- Assessed data contained in the Overview section of the 
annual financial report for consistency with data 
reported in the financial statements. 

We didn't conduct audit work on programs that are classified 
for national security. 

To the extent possible, we performed our work in accordance 
with generally accepted government auditing standards and 
Office of Management and Budget Bulletin 93-06 (Audit 
Requirements for Federal Financial Statements). However, as 
noted above, there were significant limitations to the scope 
of our work. 

~fIC..-~·-'-tRA'Ncrs E. REARDON, CPA 
The Auditor General 

15 March 1996 
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ANNEX A 

PRINCIPAL 


STATEMENTS 


The Anny's FY 95 Principal Statements are 
presented in the fonnat prescribed by the 
Office of Management and Budget (OMB) and 
the Department of Defense (OoD). The 
statements present the overall financial 
position and operating results of the Army for 
the fiscal years ending September 30, 1995 
and1994. 

The following statements are included as 
Army's Principal Statements. 

• 	 Statement of Financial Position 
• 	 Statement of Operations (and 

Changes in Net Position) 

The principal statements have been Pf9P&red 
to report the financial position and results of 
operations of the entity, pursuant to the 
requirements of the Chief Financial Officels 
Ad of 1990 as amended by the Gowmment 
Management Refonn Ad. The footnotes 
lhould be considered an Integral part of the 
principal statements. 

Umitations of the Financial Statements: 

While the statements have been prepared 
from the books and records of the entity in 
ac:cordance with the format prescribed by 
OMB and DoD, the statements are crlfferent 
from the financial reports used to monitor and 
control budgetary resources, which are 
prepared from the same books and ntCOR!s. 
The statements should be read with the 
realization that they are for a component of a 
sovereign entity, that ~abilities not covered by 
budgetary resources cannot be liquidated 
without the enaclment of an appropiiatioo, 
and that the payment of all liabilities other 
than for contracts can be abrogated by the 
sovereign entity. 

Prior year balances have been restated in 
some cases. Additional infonnation is 
contained at Note 1 (Q). 
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ANNEX A 

Department of the Army 
~t of Flnanclal Position 
- of Seplilmber 30, 1915 •d 1194 
(ThOUSMds) 

ASSETS 111115 1194 

1. Entity Assets: 
L TrmNCllons with Federal (lntr.govemmental) Entitles: 

(1). Fund....._ with T-ury (Note 1G and 2) $29,860,945 S9•1•3 
(a). Funds Collected 5,73',069 6,293,110 
(b). Funds Disbursed (89,039,211) (71,239,741) 
(c). Funds wl1h T_.,ry 12,988,087 14,115,114 

(2). ln-tments, Net (Noe. 4) 1,003 199 
(3). Accounts Recetvable, Net (Note 5) 977,322 719,081 
(4). Interest Receivable 
(5). Advances and Prepayments (Note 1J) 19,IOO 840,109 
(8). Other Federal (lntnigovemmental) 

b. Transactions with Non.federal (Governmental) Entitles: 
(1). Investments (Note 4) 
(2). Accounts Receivable, Net (Note 11 and 5) 179,552 272,195 
(3). Credit Pragram Recelvablesl Related 

Foreclosed Property, Net 
(4). lneerest Receivable, Net 
(5). Advances and Prepayments (Note 1J) 120,0G 187,101 
(6). Other Non.federal (Governmental) 

c. CUh and Other Monetary Assets (Note 1H and 3) 270,250 192,163 
d. Inventory, Net (Note 1K and 8) 1,896,011 2,009,680 
e. Work In Process 
f. Operating Materials/Supplies, Net 
II· Stocllplle Materials, Net (Note 11) 31,264,747 30,461,203 
h. Seized Property 
l FOl'fllltlld Property, Net 
J. Goods Held Under Price Support and 

Stllblllzatlon Pragrams, Net 
Ii. Pniperty, Plant •d Equipment, Net (Note 1L and 15) 155,143,247 160,372,538 
I. 01her Entity Asset (Note 1M) 153,000 711961116 
m. Tola! Entity Assets $221,355,925 $2~751 1018 

2. Non-Entity Assets: 
L TrmACtlons With Federal (lntragovemmental) Entities: 

(1). Fund Balance with Treasury (t.;ole1G •d 2) 354,656 924,017 
(2). Accounts Receivable, Net (Note 5) 
(3). Interest Receivable, Net 
(4). Other 

b. Transactions With Non.federal (Governmental) Entitles: 
(1). Accounts Receivable, Net (Note 11 and 5) $7,549 $23,322 
(2). tneerest Receivable, Net 1,3411 
(3). Other 

c. CMh and Other Monetary Assets (Note 3) 
d. Other Non-Entity Assets 
e. Total Non.£ntlty Assets $363,553 $947,331 

3. Total Assets $22111111478 S2331•1357 
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ANNEX A 

Depllrtment of the Anny 

Btlllilment of Financial Position 

•• ot Seplllmber 30, 1195 lllld 111114 

(ThouSllllCls) 

LIABILITIES 	 11195 111114 

4. UUllltles Covenicl by Buclge&lry Ruoun:es: 
.. Tl'llllNCtlons with F....., (lntna-nmental) Entitles: 

(t). Accounts ..... (Noa 1N) $1,070,U.C $Z,S11,N3 
(2). lntlnst PQ8111• 
(S). Debt 
f'). other Federal (lntrqovemmenQI) 

U.llllltles (Nobt 1P •d 17) 	 1,421,124 1,555,719 
b. 	Tnnuctlons wl1h Non-F-.. (Govwnmental) Entitles: 

(1). Accounts Plly:lble (Note 1N) 1,307,828 M,311 
(2). Accrued ~·Md Benefits (Note 10) 

(11).s.i.iesudWllges 1,117 ... 79 1,ZS&,092 
(b). Anllu81 Accrued Leave 
(c). Severance P•Y Md Se.,.,alion Allowance IOl,22S 190,129 

(S). ln-..t Plly;lllle 
ft). Ullllllltles for Lmn Gu•...,..._ 
(5). L- U.blHtles 
(8). ......Ions 8llCI Other Actu•rlal 

U.bllltles (Noll! 19) 
(7). other Non.f'edend (Governnw1tal) 

UUllltles (Nolle 1 p •d 17) 190,720 SM,297 
c. 	Tot81 U•bllltles Covenicl by Budgetllry 

Rlsounles: ii,116,028 ii,7S0,191 

5. u.bllltles Not CoveNCI By Budgetary Rmsoun:es: 
.. TrmACtlons with Federal (lnhgovemnw1tal) Entitles: 

(t). Accounts P8ymble (Nolll 1N) $351,EZ $351,711 
(2). Debt 
(S).otherFederal(lntiagovernnw1ta1) 

U.bllHles (Note 17) 
b. 	Trmucllons with Non-Federal (Govwnnw1QI) Entitles: 


(t). .Accounts P8ymble (Nolll 1N) 

(2). Debt 

(S). L- U.blltlu 218 

f'). P9nslons mid Other Actu8rlal 


u.bllltles (Note 19) 
(5). other Non-F.i...i (Go-tal) 

U•bllltles (Nolle 17) 1,910"32 1,807,798 
c. 	TOCll U•bllltles NotCovtncl By 

BuclpQry Rmsoun:es ~!z510 l!;1!!z!57 

I. Totll U.bllltles 	 S?,m,sss $71U917'8 

NET POSITION (Notll 20) 

7.a.i-: 
.. Unuplllded Approprlllllons $27,9118,112 $21,154,520 
b. lnwstecl C.pltal 	 190,559,173 197,511,952 
c. CUmu1811ve Results ofo.,..aons 	 ~1,ISS) 1,147,111 
d. other 	 0 404,SSS 
e. Future Funding Requlrwments 	 f.!z!!Z,S10l l!z159.!!!}
f. TOlll Net Position 	 ms,8401942 im,eoa,&01 

8. Total u.blUties Md Net Position 	 $221,719 ... 78 $2SS,898,S57 
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ANNEX A 

Depar1nmlt of the Anny 
stmnwitofOperatlons (•d Changes In Net Posfflon) 
For11• Fiscal y_. Ended Seplllmber 30, 1995 •d 1994 
(Thousmds) 

1995 1994 
REVENUES AND FINANCING SOURCES (Nole 1E) 

1. Appraprlatld Capital Used $53,273,311 $55,110,308 
2. Revmues fnlm s.ies ofGoods me! Servlc:es 

L TothePubllc '95,222 1,111,133 
b. lntnigovwnmentll s,aa,s18 5,177,302 

3. lnllrwst•d .......... Non.fedenl 
4. lnllnst, Fed..i 
5. T•es 
8. Ollw ~-md F1111111dng Sources (Note 22) 912,171 111,412 
7. Less: T-•d Receipts Trmsfemcl 

the Trusury or Oii•Agendes (!!1,4121 (!!111521 
to 

I. Tot.II "-ues md Fin-Ing Sourc:es $59,1251115 $12,406~1 

EXPENSES 

9. Pragmn or OPlflltlng Expenses (Note 23) $54,475,979 $58, 135,185 
10. Cost ofGoods Sold (Nolll 2A) 

a. Tolle Public '95,222 1,022,131 
b. lntnigovernment:al 5,416,516 5,268,104 

11. Depnclatlon •d Amortization 
12. Bad Debts and Write-offs 37,000 54,807 
13. lnlilnlst 

L F..._.. Financing Bank/Trusury 
Bomlwlng 

b. Fed-' Securities 
c. Oller 1,342 1,194 

14. Oller Expenses (Nolll 1Q and 25) 357z7IO 3071009 
15. Toti! Expenses iiiiz!331139 $&217U1310 

18. Exc:ess (Shortage) of Revenues and 
Financing Sourc:es Over Toti! Expenses 
.... ExtraM!lnary ..... ($1,00l,02A) ($311,809) 

17. Plus (Minus) Extraordinary Items 
11. e- (Shormge) of ~ues and 

Financing Sources Over Tot.II Expenses W·001102AI e1i!!!1 

19. Net Position, Beginning a.lance, as 
Previously Stalled $225,IOl,809 $231,027,071 

20. Adjum-ts (Nolll 27) !z!!! 7M!! 
21. Net Position, Beginning e.tance, as 

Rendlcl $225,111,154 $231,0ff,581 
22. e- (Shortage) of Reven- and 

Financing Sources OverTot.11 Expenses (1,GOl,02A) (311,809) 
23. Plus (Minus) Non OPll'dng Changes 

(Nolll21) [!Oi!!!z1U) 1!9091143! 
2A. Net Position, Ending a.lance i213114Gl942 i225,IOl1809 

Euminalion of lhc: Anny's Financial Slalemcms for rJSal Years 1995 and 1994 (AA 96-152) Audiror's Ropon/Plgc 18 

25 




Appendix B. AAA Report, "Examination of the Army's Financial Statements for 
Fiscal Years 1995 and 1994" 

ANNEX A 

NOTES TO THE PRINCIPAL FINANCIAL STATEMENTS 

Note 1. Sun!nary of Significant Accolmtina Policies: 

A. Basis of Accounting and Pnlwltalion: 

Pending issuance of final ac:ccxning standards as approved by the Federal Accounting 
Standards Advisory Boan:!, the following hiel8n:hy of accounting principles and standanls have been 
used in pieparation of tMse financial statements: 

• DoO "Guidance on Form and Content of Fnanc:ial Statements for FY 94 and FY 95 Financial Activity"; 

• Form and Content Requirements included in Office of Management and Budget Bulletin 94-01; 

To the extent that accounting issues me not fUly covered by the preceding, the Army follows 
guidanc:e promulgated by the Joint F"111811Cia1 Management Improvement Program (JFMIP) principals 
the Office of Management and Budget. the General Accounting Office, and the Department of the 
Treasury. 

Transactions are generally recorded on an accrual basis and a budgetary basis. Under the 
accrual method, revenues are recognized when eamed and expenses are recognized when a liability 
is incurred, without regard to the actual receipt or payment of cash. Budgetary accounting is 
accomplished through unique genenil ledger accounts which facilitate Army's compliance in 
meeting both legal and internal control requirements associated with the use of federal funds. 

B. Reporting Entity: 

Fiscal year 1995 represents the fifth year that the Army and OFAS-lndianapolis Center have 
prepared financial statements as required by the Chief Financial Officers Ad of 1990. 

The accounts used to piepara the principal statements are classified as entity/non-entity and by 
type of fund. Entity accounts consists of resources that the agenc;y has the authority to decide how to 
use, or where management is legally obligated to use funds to meet entity obligations. Non-entity 
accounts are assets that are held by an entity but are not available for use in operations. 

Designators with X. F, and R indicate availability tor an indefinite period of time. 
Appropriations with a designator - are for a specific period of lime. 

Entity Accounts: 

Revolving Funds 
21X4528 - Working Cepital Fund, Army Conventional Ammunition 

Trust Funds 
21X8063 - Bequest of MG Fred c. ~ Library, Waltar Reed Army Medical Center 
21X8927 - General Gift Fund 
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ANNEX A 

Nola 1B Continmd 

Gener.II Funds 
21"7020 • Military Conatruc:lion, Fmnily Housing 
21"7025 • Operation &Maintenance, Fmnily Housing 
21•1705 • National Board for the Promotion of Rifle Practice, Arrny 
21°1805. Cemetelial Expenses, Army 
21"2010. Military Personnel, Army 
21•2020 - Opendion & Maintenance, Army 
21"2031 • Airaaft Proanament. Army 
21•2032 • Missile Procurament. Army 
21°2033 - Procurement of Weapons and Tracked Combat Vehicles, Army 
21°2034 • Procurement of Ammunition, Army 
21"2035 • Other Procurement, Army 
21°2040 - Research, Development, Test & Evaluation, Army 
21°2050 • Military Construction, Army 
21°2060 - National Guard Personnel, Army 
21°2065 - Operation & Maintenance, Army National Guard 
21°2070 - Reserve Personnel, Army 
21°2080 - Operation & Maintenance, Army Reserve 
21"2085 • Military Construction, Army National Guard 
21°2086 ·Military Construction, Army Reserve 

Special Funds 
21X5095 - Wiidiife Conservation, etc., Military Reservations, Army 
21X5098 - Restoration, Rocky Mountain Arsenal 
21X5194 - DoO 50lh Anniversary of World War II Commemoration Account 
21 X5285 - Forest and Wildlife Conservation, Military Reservations 
21X5286 • National Science Center, Army 

Non-Entity Accounts: 

Deposit Funds 
21X6001 ·Proceeds of Sales of Lost, Abandoned, or Unclaimed Personal Property-Anny 
21X6002 - Personal Funds of Deceased, Mentally Incompetent or Missing Personnel, Army 
21X8010 • Arrny Member Savings Deposit-Desert Shield/Desert Storm Savings Program 
21X6031 • Effeds of Mentally Incompetent Soldiers· United States Arrny 
21X6050 - Employees' Payroll Anotment Account, United States Savings Bonds 
21°6060 - Estates of Oeceued Soldiers, Regular Army 
21X&075 ·Withheld Allolmant ot Compensatiorifor Payment ot Employees Organization Dues 
21X6083 • Withheld Allotment of Compensation for Charitable Contributions 
21X6105 ·Withheld Employee Conllilutions, State or Territorial Retirement 
21X6108 • Employer Contribution&, State or Territorial Retnment 
21X6112 - Withheld Employee Contributions, State or Territorial DisabiJitY Benefits 
21X6113 ·Withheld Employee Contribution&, State or Territorial Death Benefit& 
21X6129 - Foreign T-Wllhheld 
21X6131 - Employee and Employer Contributions, Private Insurance Plans, Dept of the Army 
21X6134 ·Amounts Withheld for Civilian Pay Allotments 

http:Gener.II
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Note 18 Continued 

21X6208 - Amounts Withheld for Group Life Insurance, National Guard Members 

21X6275 - Withheld Income Taxes (State, County, City) 

21X6434- Servicemen's Group Life Insurance Funds, SUspense, Dept of the Army 

21"6763 - Gains and Defic:ieucies on Exchange Transaclions-Army 

21X6875 - Budget Clearing Account (Misc.) 

21X6999 -Accounts Payable, Check lssw Undertlrafts 


Special Funds (Receipt Accounts) 

21R0891 - Miscellaneous Fees for Regulatocy and Judicial Services not Otherwise Classified 
21R1020 - F"llleS, Penalties, and Forfeitures, Economic Stabilization Laws 
21R1030- Fines, ~lties. and Forfeitures, Immigration and Labor Laws 
21R1060 - Forfeitures of Unclaimed Money and Property 
21R1099 - Miscellaneous Fines, Penalties and Forfeitures 
21 R1125 - Recoveries Under Militaly Occupation 
21R121O - Contributions to Conscience Fund 
21R1292- Residue of Funds of Quasi-Governmental Organizations 
21R1299 - Gifts-To the United States not otherwise classified 
21R1840 - Rental of Equipment and other Personal Property 
21 R2462 - Deposits for Survivor Annuity Benefits 
21R3019- Recoveries for Government Property Lost or Damaged, Not Otherwise Classified 
21R3041 -Recoveries Under Foreign Aid Programs - Foreign Military Sales 
21R3102-Recoveries From Federal Agencies Resulting for Reductions in Civilian Salaries of Military 

Retirees 
21 R3200 - Collections of Receivables from Cancelled Acccunts 
21R3210 -General Fund Miscellaneous Income and Recoveries not Otherwise Classified 
21 R3220 - General Fund Proprietorship Receipts 
21 R5095 - Sale of Hunting and Fishing Permits, Military Reservations 
21 R5098 - Restoration, Rocky Mountain Arsenal, Army-Reimbursements from Private Industry 
21 R5286 - National Science Center - Facilities 
21R5194- Royalties for Use of OoO-Military Insignia and Trademarks 
21R8063- Bequest of MG Fred Ainsworth to Walter Reed Army Medical Center 
21R8927 - TNSt Fund Receipt Accounts for Department of the Army General Gift Fund 

Special Funds 

21F0109- Federal Tax withheld from payments to nonresident aliens 
21F3845 - Proceeds of Sales, Personal Property 
21F3875 - Budget Clearing Account (Misc.I 
21F3878- Budget Clearing Account IChargebacksl 
21F3879 ~Undistributed & Letter of Credit Differences (Suspense) 
21F3880- Unavailable Check Cancellations 
21F3885 - Undistributed lntra11ovemment Payments 
21F3886- Federal Employee Retirement System !FERSI -Thrift Savings Plan Account 
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c. Buis ofc-oliddon: 

The Army's financial stalemlnls - piepered from a COl1IOlidlltion of accounting Information 
reported from multiple field level accounting systams as well as departmental level data input by the 
DF~ndianapolls Center. This consolidated 8CCOIS1llng elm Is maintained in the Headquarters 
Accounting and Reporting System (HQARS) departmental general ledger located 11t DF~N. 

General ledger account balances hlMt bea'I verified to the yem--end dep8l1mental budget 
exec:ution and expenditure repons. Budget execution repor1s are prepared from insfallation '1IPOlfs 
that - Cllltified for accuracy and c:omplalet MISS by installation commanders. Olher methods, to 
Include feeder reports, must be used to verify the accuac:y of general ledger balances in those 
ins1ances where budget execution and expenditure repor1s don't contain the particular information • 
for axample, "Government Furnished Property.• lnfonnlllion on classified operations has been 
aggregated lll1d reported in such a manner that it is no longer c:lalslfied. 

The previous year requirements for including a Statement of Cash Flows and Statement of 
Budget and Actual Expenses have been waived by the Office of Management and Budget for 
Department of Defense agencies and, acconfingly, are not included. 

D. Budgets and Budgetary Accounting: 

The Assistant Secretary of the Army (Financial Management and Comptroller) is responsible for 
directing the Army's budget and monitoring its execution against funds appropriated by Congress. 
Funds are distributed by appropriation dir8c:tors through major c:cmrnands to installations responsible 
for accomplishing the diverse missions for which the Army Is responsible. As missions are 
peifOrmed, installations report obligations and disbursements against the applicable appropriations. 

The Army's appropriations are divided into the general, 18V01ving, trust, special and deposit 
fwlds. These accounts are used to fund and report how the resources have been used in the course 
of executing the Army's missions. 

General funds contain the bulk of Congressional appropriations, including personnel, 
operations, resean:h and development, investment and construction accounts. 

The Conventional Ammunition Worlcing Capital Fund, a revolving fund, ac:counts for the 
proanment, production, storage, distribution, maintenance, Ind demilitarizatio of conventional 
anvnunition for all services. 

Trust funds are used to record the receipt of finis held in trust for the govemment Special 
funds are comprised of receipt and expencfrture accooots that can be used only in accordance with 
specific provisions of law. Deposit funds~ are used to hold asets thllt are awaiting legal 
cletemlination or for which the Army llCls as agent or c:ustoclian. T'- llCCOIA'llS may allo be used 
for unidentified remittances. 
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E. Revenues and Other Financing Soun:es: 

The Army receiveS the majority of funding requinld to support its prognims and missions 
through Congressional appropriations. A financing SCM"Ce, "Approprialad Cllpital Used", is 
recognized each fiscal year to the extent that appropriated funds have been consumed. Pun:hases of 
capital items and accruals of unh.llded liabilities - exduded from the "Appropriated Capital Used" 
aocounl 

Appropriations are, when aulhorized, supplemented by revenues generated by sales of goods 
or services thloUgh a reimbulsable order process. Revenue is recognized 10 the extent the revenue is 
payable to the Army from other federal agencies and the pWlic as a result of cosls inc:urred or 
services pelformed on their behalf. Revenue is recognized when earned under the reimbursable 
process. The Conventional Ammunition WOlking Capital Fund recognizes revenues at the point of 
delivery. 

Other revenues and financing sources include donated revenue and inventory and other gains. 
Donations to the Army are recognized as a financial source upon acceptance of the donated asset 
Revenue is recorded for the value of the inaease to the asset account 

F. Accounting for lntragovemmental Activities: 

The Army, as an agency of the Federal Government. interacts with and is dependent upon the 
financial activities of the Federal Government as a whole. Therefore, these financial statements do 
not reflect the results of all financial decisions applicable to the Department as though the agency 
were a stand alone entity. 

The Army's proportionate share of public debt and related expenses of the federal government 

are not included in the financial statements. Debt incurred by the federal government and the 

related interest are not apportioned to federal agencies. 


The Army's financial statements do not reflect any portion of the public debt or interest 

thereon, nor do the statements reflect the source of public financing (e.g. debt issuance, tax 

revenues). The related interest costs incurred in the construc:lion of Amly facilities are also not 

capitafized since Treasury does not allocate interest costs to the benefiting agencies. 


In FY 1995 the Army sold assets to foreign governments under the provisions of the Arms 
Export Control Act of 1976. Customers are required to make payments in advance to a Treasury trust 
fund. The trust fund is used to reimburse DoO for the cost of administering and executing sales. In 
FY 1995, the Army processed $3 biUion in gross obligations citing DoD funds or reimbursing Army 
funds under the Foreign Military Sales Program. 

G. Fund Balances with Treasury: 

The Army's funding resources are maintained in Treasury receipt and expenditure accounts. 
The account balance with Treasury represents the aggregate of al Army appropriations. The Army is 
an agent for the Department of the Treasury for cash on hand. 
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Fund Balance wilh TINU)' is lldjusted for lhe lllllOUllt of undistributed disbursements and 
colec:tions niportad in ... dep8rUnental expendilure system. A conespanding adjustment is also 
pnicassed ID bath llCCXll.ntl payable and 8CCOlll'llS ~ lmpeclively. These lrwlSadions 
nipresent Arrrr(s in-float CIDlistribuled) dislxnemenlslco for transac:tions that have not 
been l'1ICOrded by the c:harged funded station in the same month ... cisblnemenlslc:olledions -re 
processed. See Nale 2, "Fund e.lanc:e with Treaswy.• 

H. Cash and Other Monetary AaMts: 

Cash in the accounts of Army officials was reported in the financlal statemenlS as "Cash and 
Other Monetary Assets.• Other cash reported included impnist fund and undeposil8d c:olleclions. 
Army disbursing officers also mainlain small on hand balances of foreign cunenc:ies when acting as 
an agent for the Treasury Department in overseas locations. These foreign cunency balances are 
reported at the U.S. Dollar equivalent using the exchange rate in effect on the last day of the 
reporting period. See Note 3, "Cash, Foreign Currency, and Other Monetary Assets.• 

I. Accowits Receivable, Net: 

Accounts Receivable is adjusted for lhe amount of undistributed collections reported in the 
departmental expenditure system. A corresponding adjustment is also processed to Fund Balance 
With Treasury. These transactions represent the Anny's in-float (undistributed) collections for 
transactions that~ not recorded by the charged funded station i1, ':he same month as the 
collection was processed. See Note. 5, "Accounts Receivable, Nel • 

J. Advances and Prepayments: 

Payments to public entities in advance of the receipt of goods and services are recorded as 
non-federal prepaid advances at the lime of pnipaymenl Prepayments amounting to $533.5 milfion 
~ rec:orded in the Statement of F"1111111cial Position. They are recognizad as expenMS when the related 
goods and 581Vicas are received. 

Advances included $89.8 mUlion to government agencies and funds; $109 miftion to 
contractors; $214.5 miUion to other non-federal entities; and $63 million to travelers. 

K. Inventory, Net: 

The inventory balances are made up of the Arrrr(s Conventional Ammunition Wortcing Capital 
Fund (CAWCF) inventory, and are controlled by the Army Materiel Command. Inventories are 
primalily comprisad of industrial stock compoiMllltS and some finished encl items awaiting transfer of 
ownership to a customer. 

Currently, inventory is not reconled in the financial statements at the approximate hiltDrieal 
cost in accordance with S1atement of Federal Financial ACCOl.llting Standards Number 3, 
"Accounting for Inventory and Related Property.• Instead, inventory is valued at a standard price 
(sale price) which includes the purchase price plus cost~ faclars (commonly called 
surcharges) necessary ID recover operating COiis and mdic:ipllled inllalion rate chm'lges. 
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Gains or losses that ntSUlt from Vllluation changes for inventoly - not nicogi liz8d end rapol1lld in 
the Statement of Operations. Such pins or losses ...i-, Alllecled in the inventoly UHt 
valuation end relatac:I inYested Cllpilal llCCOUltt in the Statement of Financ:ial Position.. See Note 8, 
i:wenloly, Net• 

L Property, Plmnt and EqulplMnt, Net: 

Property, Plant and Equipment (PP&E) l9PfUll1tl the IMjorlty al total assets .-dee! on the 
Statement of Financial Position. Property accountability systams mainlain the subsidiary records that 
support the general ledger blll8nces u recorded in the financial acx:oimting systems. Property book 
officers report PP&E end of period bal8nces to the supporting aa;ou"tinO olfices on a qumterty basis. 

Current DoD financial capitalization policy requires that assets previously capitalized at lower 
thresholds- $5,000 prior to FY 91; $15,000 from FY 91-93; $25,000 in 1994; and $50,000 in 1995 
- remain in the PP&E accounts subsequent to the raising of capitalization thresholds. Unfortunately, 
most of the Anny's property accountability systems can't comply with financial capitalization and 
historical cost reporting requirements. Consequently, these systems are using the current $50,000 
capitalization criteria, for items having an estimated useful life of two or more years regardless of 
when acquired. 

No gains or losses were recognized in the Statement of Operations for revaluation changes 
and/or loss of equipment However, the assets and related investment accounts l9flect both pricing 
and value changes based on a periodic update to the general ledger. Depreciation is not recorded for 
assets financed by general fund appropriations. Routine maintenance and repair costs are expensed 
when inairred. 

Real property comprising land, buildings, and Olher facilities is valued using historical costs. 
The $50,000 asset capitalization threshold was generally applied to the total costs (acquisition and 
capital improvements) of each facility supported by the Arrrrfs primary 1981 property accountability 
system, the Integrated Faalities System. The other real property system generally reported asset 
costs in excess of $25,000. 

Personal property (military equipment) is generaly valued using latest acquisition costs or 
standard prices. 

Natural resoun:es comprise the estimated value of standing timber reserves. Construc:tion-in
progress (CIP) is updated based on costs inc:urred. In accordance with guidance from DoD 
Comptroller, CIP includes $4.3 billion of work~ inven!Dry and progress payments made to 
others for procurement and RDT&E construction in piogress fwlded efforts which are not complete. 

New buildings - capitalired upon accepta ice by the installation. Gains or losses from 
transfer of assets or liabilities ~agencies se not 19C011nized, except when assets are 
1ransfemld to the Base Ralllignment and Closure Account. This account is not allowed to 
accumulatll gains or losses on dilposal. Arrt gain or loss must be tr8nsfemld back to the 
original/losing command. 
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As of September 30, 1995, the Army was committed to numerous operating leases and rental 
agreements. Generally, these leases and agreements were for the rental of equipment, space, right 
of ways, and operating facilities. 

Real property assets at overseas locations were reclassified during FY 1995 as a result of 
implementing the DoD accounting policy. The policy requires that real property assets recorded 
under foreign government agreements permitting DoO oc:a.ipancy of facilities -which require 
maintenance to be provided by DoD- be recorded as a capital lease. ConsequenUy, over $5 billion 
dollars of assets previously recorded as other than capital leases have been reclassified in FY 95. 

Government furnished material and property (GFM/GFP) are reported monthly in the depart
mental general ledger. Contractors are required to maintain accountable records for GFM/GFP. The 
contractor data is used to supplement the general ledger balances. Land and buildings also include 
amounts for real property in the hands of contractors. See Note 15, "Property, Plant and Equipment• 

M. Other Entity Assets: 

Other Entity Assets includes items classified as sensitive equipment 

N. Accounts Payable: 

Accounts payable for. goods and services are generally recognized upon receipt of a receiving 
report providing notification of acceptance of goods or services. The account is adjusted for the 
amount of undistributed disbursements reported in the departmental expenditure system. A 
corresponding adjustment is also processed to Fund Balance with Treasury. These transactions 
represent the Army's in-float (undistributed) disbursements for transactions that have not been 
recorded by the charged funded station in the same month the disbursement was processed. 

0. Accrued Payroll and Benefits: 

Accrued payroll and benefits represents civilian and military payroll and benefits eamed but 
not paid as of the end of the accounting month. The amount is accrued in the financial statements as 
a non-federal liability. FY 95 amounts accrued for civirlan and military personnel were $644 million 
and $982 million respectively. Accrued Payroll and Benefits includes severance pay and separation 
allowances in the amount of $508 million. 

P. Other Liabilities: 

Payments received by Army from entities in advance of the delivery of goods or performance 
of seivices are treated as unearned revenue and recorded as a liability. Accrued merged year 
cancelled budget authority (accounts payable) amounted to $45 million. 

Military and civilian annual leave are accrued as earned and reduced as leave is taken. The 
military pay and civilian pay systems compute the account balance based on current pay rates. Sick 
and other types of leave are expensed as taken. Accrued liabilities tor annual leave are recorded as 
unfunded "Other Non-Federal (Government) Liabilities" and "Future Funding Requirements" in the 
Statement of Financial Position. The expense is financed in the period in which payment is required. 
See Note 17, "Other Liabilities: 
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Q. Restatements: 

Army's financial statements will continue to rellecl restatements and nidasslfications due to 
the evolving natuie of federal accounting standards and the development of,_ reporting financial 
systems. Restatements to the FY 94 Statement of rinancial Position have been made due to an 
ur.detstatement of the liability for nlimburwnenls made by Department of Labor to "AnnY" 
claimants under the Federal Employees Compensation Act. Payment on these biUs is defem!d two 
yurs to allow for funding through the budget process. Addition.t changes reSulted from a 
n!ICO!lCiliation of Cumulative Results of Operations and Invested Capital and are reflected in the 
schedule that follows. 

Changes to the Statement of Operations and Changes in net Position result from procedural 
guidance cited in DoD Financial Management Regulation 7000.14-R which states that inventory gain 
or loss accounts be used only by activities within the Supply Management Business Area of the 
Defense Business Operations Fund and the Defense Commissary Agency. 

FY 114 ~ofFl-I Position Ch_.,s 
(ThouHndo) 

FY 114 Balance Chonqe FYIMRestated~ 
5.a.1 $198,219 $153,542 $351,761 
7.b $199,781,388 ($2, 199,436) $117,5411,152 
7.c ($1,052,275) 2,199,436 $1,147,161 
7.e ($2,006,015) ($153,542) ($2, 151,557) 

FY 114 Statement of Operations ond Chonges In Net Position 
(ThouAnds) 

FYll4Une FY114Balw:e ~ FY 114 Rest!!ed 
14. $2,173,418 ($2,666,409) $307,()09 

23. ($2,069,113) ($2,119,950) ($4,-,143) 

R. Undelivered Ord8rs: 

The Army was obligated to pay for aggregate undelivered orders (goods and seivices that have 
been ordered but not yet received) amounting to $27.3 billion at fiscal year-end. Unexpended 
appropriations in the financial statements were reduced by $4.7 billion for unfilled orders where 
Army has not performed or earned the reimbursement (reimbursable orders received tor which 
supplies or seivices have not been delivered to the ordering agency). 

Nate 2. Fund Balances with T!!asury; 
This account balance represents the aggregate of all Army appropriations. The schedule on the 

following page identifies, by fund type, the status of the resoun:es maintained in the Treasury 
ec:counts. Amounts that have been restricted by Congress, OMB, Treasury or 000 have been 
separately identified. Special, Deposit, and Receipt ac:couit balances have been consolidated into 
"Other Fund Types.· 
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(Thousands) 

T
.l!rl!Y.  

->toe 
f!l!!!Y -..-Ell!!! 

Odwr ..... 
Im! 

FY95 

I1!!!I 
·FY'4 

I .... _
J!'.adtrA9dhM
~-Avail 

A..a.ble $4>< $1$9,678 Sl.>15.250 m.m "3,818,967 $4,<92,394 - J.6'73.7'8 l,673,7'8 1,679,904 

a-...F« 
.........R......,. 

Qbl;p!Od (IM Nd 

No<~Bal. .. 24,1$6,823 11.303 24,168,220 23,766,185 
tJafimded Camot ""IL 
I.hued eom.wmg """'
T.... &.tltyAad ~ Sl~967! $29 41~831 S848S1 S'29~94S S2993f.483 

N..,-Endty Aad F... Bolonoo 
FinhCoJla:tt:d so so so SI0,975.029 $10.97!5,029 $8,$90,002 

Ftms DistMncd --·-Ftnd Balance with Tra:sgy --"'-

GmadTotal ~ Sn9678 $2941$831 S-09 :544 S30015 601 S:30 86il;SOO 

so so 
(t0620J!H 

$3546% 
(10620373} 

S3S46S6 
Cl.66598~ 

$924017 

Note 3. Cash, Foreign Currency. and Other Monetary Assets: 

(Thousands) 
Entit;r Assets Non-Entit;r Assets 

A. Cash $239,338 so 
B. Foreign Currency 30,912 0 
C. Other Monetary Assets: 

(1) Gold $0 so 
(2) Special Drawing Rights 0 0 
(3) U.S. Reserves in the Inter

national Monetary Fund 0 0 
(4) Other 0 
(5) Total Other Monetary As 

__$_0_ 
$0 

0 
so $0 

D. Total FY 95 $270,250 $0 


Total FY 94 $192,863 $0 
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Note 4. lml!stments: 

Investments in U.S. Government securities - reported at cost, net of unamortized prwmiums 
or discounts. Pnlmlums or disc:oUnts are amortized into interest income over the tenn of the 
investment. Asmy reported $1 million in the Trust Fund appropriations. The investments will be 
held to maturity, so no provision is made for Ulll88lized gains or losses. 

Not!S. AccountsReceivable.Net: 

Accounts Receivable Include aff receivables due from federal and non-federal soun:es, net of 
allowance fOr estimated unc:ollec:tible accounts. The affowance for uncolledible accounts was based 
on an analysis of collection experience by fund type for current and noncurrent receivables. During 
FY 95 the Anny wrote off $37 million in uncoUectible receivables, including principal and interest. 

Accounts Receivable Balance 
(Thousands) 

Gron Due Allowuce NdD•e 
A. Eatity Receivables: 

Intl'lgovt. $977,322 so S977,:~2 

Gow:mment 262,730 13,178 119,SSl 

B. Noa-Eatity Receivables: 
Intngovt. so so so 

Gow:mment 64,619 51,010 1,549 
FV!ISTotal Sl,304,671 $140,248 Sl,164,423 

FV!l4 Total $1,214,360 $119,782 Sl,O!l4,S78 

Note a, 1m111ntorv1 Net: 

lnventcxy held for 19Sale by the Anny is contained in the revolving fund, Conventional 
AmmunitiOn Working Capital Fund (CAWCF). During FY 1995, CAWCF inventoly was adjusted 
$344 milfion for unserviceable, condemned and obsolete inventcxy. The components of the Army's 
inventoly is shown in the table below. 

('l1aoasmds) 

CAWCFINVENTORY 
FY95 FY!M 

Work in Process $47,004 $79,379 
In Transit 224,911 147,226 
Agsx:y Operations 1,624,096 1,783,075 
Total Sl,896.,011 $2,009,680 

http:AccountsReceivable.Net
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Nole 11. Stockpj!e Materials Net: 

A. Stoclcpile Materials: 

S1Dclcpile materials - slnllegic •nd critical nmterials held due to statutory 19quirements for 
use in MlioMI defense, conservation or national emergencies. Anny hu $31.3 billion in"stockpile 
tnllterillls ~ 11111munition llnd missiles. Al'my-l9AIV8111T11111mition llnd missiles 
positioned m intennediate supply points llnd installations have been combined with -rreserves 
stocked at wholesale supply activities to reflect total stockpile materials. 

('llaourands) Stockpile 
Mmterials 
Amount 

Allowuce 
for1

SCodcpile 
Mmri.u 

Na 
Vu111tion 
Method 

A. SCodcpile Materials: 
(1) Held fC)r Sale 
(2) Held in Reserve For 

Future Sale SJl,264,747 $31,264.747 NIA 
FY!ISTotal SJl,264,747 $0 $31,264,747 

FY'4 Total SJ0,461,203 $0 SJ0,461,203 N/A 

B. Restrictions on stockpile mmrials and supplies: 

Stockp~e materials are not held with the intent of selling in the ordinary course of business. 

Note 15. Prol!!!:!i.!, Plant and Eguiement: 

C?BOUSANDS) 

'L6HHSU 
llXll! HHI! 

Ac••blliH 
Volu 

A.cc•••lated 
Deer•d•tiea 

l'fel 
Boetv.1.. 

FY '5 

Net 
..... v.1.. 

FY'4 

A. LAND 1478,197 1471,197 1454,254 
B. STllUCT, FACILITIES 

&LEASEHOLD 
IMPROVEMENTS 26,058,662 so 26,058,662 29,655,851 

C. MIL. EQUIP. 112,172,317 0 112,172,317 111,761,783 
D. ADP SOFTWAllE 14,967 0 14,967 22,337 
E. EQUIPMENT 0 0 0 0 
D. ASSETS UNDER 

CAPITAL LEASE 5,511,252 0 5,581,252 6,403 
G. OTHER 135,019 0 135,019 0 
H. NAT. RESOURCES 2,468,516 0 2,468,516 1,261,036 
I. CONST. IN PROO. 9,034,317 0 9,034,317 10~03,174 

TOTAL SIS5,943,247 so Sl5S1943,247 Sl6013721538 
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Government fumished material and property (GFMIGFP) - ntpOrtad monlhly in the 
departmental general ledger. Contrac:lllrs are also requir9d to maintain 8CCOl.lltable records for 
GFM/GFP. The c:ontrac:tor data is used to supplement the general ledger balances. 

GFM/GFP (Tbouuds) 

Work in Process GFM Sl,565,949 
Construction in Proc-GFM Sl,434,738 
Equipment with Contractors $5,322,759 

Note 17. Qther Liabilities: 

The schedule below shows those Uabilities that will be fiquidated with funds that have already 
been received (Covered by Budgetary Resources) as well as those Uabiflties that will have to be 
funded with future appropriations (Not Covered by Budgetary Resources). Additionally. components 
making up the balances in "Other Liabilities" are further segregated by source and indude "Other 
Federal" (lntragovemmental) and "Non-Federal" (Governmental). 

A. Other LiabWties Covered (Tbousuds) 
by Budgetary Raources: Noa

C.rreat Curreat FY95 FY94 

~ Liabilities Total Total 
l. Intragovemmental 
(l) Unearned Revellue ftom Fed. Agencies $794,965 $794,965 $816,983 
(2) Deposit Fund 354,656 354,656 544,462 
(3) Cash Advances 271,587 271,587 194,274 
(4) Prosr-Billings to Others 316 316 0 
Total - so SI,421,524 Sl,421,524 Sl,555,719 

2.Govamnental 
(I) Uimmed bwmue Allv. $181,822 1181,822 1364,297 
(2) Non-Entity Limbilities 8,898 1,898--so-Total $190,720 $190,720 $364,297-
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B. Odaer LiabDities Not Covered (Thousands) 
by Budgetary Resources: Non-

Current 
Liabilities 

Current 
Liabilities 

FY'5 
Total 

FY94 

Total 
I. lntragowrnmental 
(I) Cancelled Budget Authority 
(2) Acaued Annual Leave-Civ 
(3) Accrued Annual Leave-Mil 
(4) Other 
Total $0 so so so 

-====-= 

2. Governmental 
(I) Cancelled Budget Authority $44,996 $44,996 $48,989 

(2) Accrued Annual Leave-Civ 713,513 713,513 590,148 
(3) Accrued Annual Leave-Mil 1,151,790 1,151,790 1,168,469 
(4) Other 133 133 190 
Total - $0 $1,910,432 $1,910,432 $1,807,796 

Note 19. Pensjons and Other Actuarial Uabiljties: 

The Army's permanent civilian employees and miitary personnel are covered under the Civil 
Service Retirement System (CSRS), Federal EmplOyees Retirement System (FERS) and the Military Pay 
Retirement System (MRS) plans. 

The Anny funds a portion of the pension benefits under these retirement plans. No amounts 
are reported as -isor liablities in the financial slallllTa1ts because the funds are maintained and 
reported by the OITic:e of Personnel~ for CSRS and FERS; and 000 for MRS. Overseas 
CXll'l1l1lllnds obligate mission fw1ds to pay separation and -.nee pay for Fcnign Nationals in 
accordance with the Status of Foroas Ag!9mnenls. 

CSRS -Army makes matching can11ibu1ions equal to 7 pen:ant of civilian pay. 

FERS -Army contributes to FERS, Social Security and TSP for civilian employees hired after 
011c11mber 31, 1983, or CSRS ill"*'1W t1mt elecllld to be covered under FERS. 

MRS -Anny contributes to the Miiitary Pay Retirement Fund for Adive Component and 
R..ve!National Gumrd members. 

The Army also contributes to the FERS Thrift Savings Plan on behalf of its participating 
employees. The contributions listad on page 54 _.made tD the retirement plans and FERS Thrift 
Savings Plan (TSP). 
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Retirement Contributions 
(Thousands) 

FY9S F\'94 

CSRS $295,718.0 S3!3,145.l 

FERS 351,539.7 368,016.1 

MRS 4,430,300.0 4,598,500.0 

SS 326 496.0 319 220.4 

Total SS.404 053.7 SS.S98 881.6 

TSP $110 322.0 $101 173.0 

On-the-job injuries under the Federal Employees Compensation Ad (FECA) are administered 
by the Department of Labor (DOL). DOL provides an aduarial estimate for the present value of 
future daims that Army would be expected to pay in future years. 

Note 20. Net Position: 

Net Position is comprised of the following components: 

Unexpended appropriations - amount of budget authority remaining for disbursement against 
ament or future obligations. Unobligated balances 3re dassified as available or unavailable. 
Certain unobligated balances are restricted for future use and are not available for current use. 
"Undelivered On:lers" represent those goods and services that have not yet been received/performed. 
Multi-year appropriations remain available to the Army for obligation in future periods. However, 
unobligated balances associated with appropriations expiring at fiscal year end remain available 
only for obligation adjilstments until the account is closed. Generally speaking, accounts dose five 
years after the appropriation expires. 

Invested capital - represents the net investment of the Government in the Army. lndudes the 
initial investment and subsequent appropriations to finance program activities. Also included is the 
net balance of assets and liabilities that have been transferred in and out to OoD Components or 
other U.S. Govenvnent Agencies without reimbursement 

Cumulative results of operations - represents the cumulative net difference between (1) 
expenses and losses and (2) financing -.-ces to include appropriations, ..--& and gains. 

Other - represents other components of net position not specifically identified above. In prior 
years Army financial statements showed balances in this account relating to niscellaneous receipts. 
New guidance from the Department of the Treasury requires the miscellaneous receipt balances to 
be exduded from Army's "Net Position" since the receipts are considered withdrawn by Treasury 
immediately upon collection. Consequently, FY 95 wiH have a zero balance. 
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Future Funding Req'*9menls- AccNad expermes such 11S 111111U111 and military leave earned 
but not taken are not fWlded in the period the expense is recorded. These future funding 
requirements ere recognized as an offset to "Net Position.• 

N!Z!!! 20. Net Pfi!!itlon: 

('l'lllNaads) 

llmd lhlluce 
T. 
l'1mds 

llftaMns 
Fmds 

ApprapNted ....... FY!I! 
Total ""Total 

l. Unexpended-Appro 
-Unobliptcd 

-Awilable $4S4 $3,658.83.S $3,659,289 $4,296,JSl 
-UmMi1able 0 1,673,758 l,673,7S8 1,619,904 

- l.lndelMnd Orders 11 22,633,0S4 22,633,065 22,878,26S 
2. lnYested Capital 1,002 SS,164 190,SS0,007 190,SS9,l73 197,s61,9S2 
3. Cumulalive Resulls 

ofClpelltions 740,912 (3,162,745) (2.421,833) 1,147,161 
4.0da 0 0 404,S33 
S. Future Funding 

Requiremoms (2.262.510) (2,262.~10) g,1S9,SS!) 
FY!I! Total ~~ $213,090,399 $213,840,942 $225,808,609 

A breakout of tine 5 from the schedule above follows: 

~ lI.li 
Annual Leave Sl,865,303 $1,758,617 
Workman's Comp. and Med. Claims 351,862 351,761 
Canceled Budget Authority(A/P) 44,996 48,989 

Other 349 190 

Total $2,262.510 $2,159,557 
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Note 22. Other Revenue and Financing Sources: 

(Thousands) 
FY9S FY94 

A. Other Revaacs and F"mucing Soun:cs: 
(1) Miscellaneous Receipts $0 $381,IS2 
(2) Donated Revenue 0 0 
(3) Other Gains 807 104 
(4) ln\'Clltoiy Gains 443,!176 343,609 
(S) Miscellaneous Reimbursements 467,39S 163,S47 

Total $912,178 $888,412 

B. Other lnfonnation: 

Other revenues and financing sources include miscellaneous receipts, donated revenue and 
inventory and other gains. Miscellaneous receipts, which are unavailable for agency use and are 
returned to Treasury, consist of license, fees, fines, penalties and general fund receipts. 

Note 23. Program or Ooerating Expenses: 

(Thousands) 
FY 95 FY 94 

A. Operating E:r.penses by Object Classification: 
(1) Personnel Services and Benefits $32,130,S49 $32,S84.724 
(2) Travel and Transportation l,S16,052 1,724,311 
(3) Rental, Communication and Utilities 1,300,887 1,441,874 
(4) Printing and Reproducation 50,472 48,6SS 
(S) Contractual Services 13,661,243 14,140,799 
(6) Supplies and Materials 4,001,708 3,599,898 
(7) Equipment not Capitalized 48S.688 460,379 
(8) Grants, Subsidies and Contributions 90,693 49,267 
(9) Insurance C !aims and Indemnities 44 7 988 

(10) Other: 1,178,240 2,084,970 
(11) Total E:r.penses by 0 bject Class $S4,47S,979 $S6,13S,86S 

Examinalion of !he Anny·s Financial Statements for Fiscal Years 1995 and 1994 (AA 96-152) Auditor's Repon/Page 35 
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('Ihousands) 

B. Operating Expenses by Activity: 
FY95 FY94 

(1) Revolving FWld $205,308 $369,373 

(2) General FW1d 54,270,400 55,766,333 

(3) Trust FWld 271 159 
(4) Unallocated Expenses 
 0 0 

Total E:qienses 
 $54,475,979 $56, 135,865 

Note 24. Cost of Goods Sold: 

('Ihousands) 
Cost of Goods Sold FY95 FY94 
Public $495,222 $1,022,831 
lntragovemmental 5,466,516 5,266,104 
Total $5,961,738 $6,288,935 

Note 25. Other Expenses: 

Inventory Loss/Adjustments from the CAWCF revolving fund accounted for the majority of this 
Statement of Operations (and Changes in Net Position) line item. 

('Ihousands) 

A. Other Espenses: 

FY95 FY94 

(1) lnventoiy Loss/Adjustments $355,257 $305,159 

(2) Other Losses 2.523 1,850 
Total $357,780 $307,009 

Examination of the Army's Financial Swemems for Fiscal Years 1995 and 1994 (AA 96-152) Auditor's Report/Page 36 
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Note XT. Prior Period Acliustmen!s: 

('Ibousaads) FY95 FY,4 
A. Prior Period Adjustments $2,545 $72,490 

Total $2,545 $72,490 

Note 28. Non-Operating Chanaes - f!ransfers and Donations!: 

(Thousands) FY9S FY94 
A. Increases: 

(I) Transfers-In ($330,217,496) $246,593,915 
(2) Unexpended Appropriations (3,225,403) (3,103,977) 
(3) Donations Received 0 0 
( 4) Other Inc:reases 28,733,051 55,541,677 
(5) Total Increases ($304, 709,848) $299,031,615 

B. Decreases: 
( 1) Transfers-Out $323,214,204 ($246, 795, 704) 
(2) Donations 0 0 
(3) Other Decreases (29,466,544) ~57,145,054) 
(4) Total Decreases $293,747,660 ($303,940, 758) 

C. Net Non-Operating Changes (Transfen): ($10,962,188) ($4,909,143) 

Euminalion of lhe Army's Financill s..i.n-. for Fiscal Years 1995 and 1994 CAA 96-152) Audilor's Repon/Page 37 
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Nol! 29. ln!rafund Eliminations: 
(Thousands) · 

The following schedule shows the values of the 1ransadions that went required to be 
eliminated from the Statement of F'"inanc:ial Position lll1d Statement of Operations (and Changes in 
Net Position) since they were made to other DoD entities. 

Army to Anny 
Sclledale A (lllles to) 

Aa:DRec/ 
Aa:DP!!l 

...._, 
Espemes 

.__,v--i

Ad-
Cellecci-' 
~ts 

Dep3nment ofArmy $762,758 $5,276,985 Sl,023~51 SS,252,358 

Total $762,758 $5,2761985 $110231351 SS,252,358 


ArmytoDBOF 
Scbedale B (sales to) Uacaned 

AcctsRec/ Re'l'muel Re'l'muel Cola:tions/ 
AcctsPa2: Es~ses Advaaca Disbanei.als 

Army $25,122 $201,454 $188,647 
Nll\'Y 2,193 9,397 8,111 
AizForce 6,182 35,184 37,782 
DLA 26,192 50,131 $2,226 29,663 
U.S. TRANSCOM 11,941 37,156 27,619 
DISA 2,465 12,566 11,628 

DeCA 15,369 47,183 42,408 
DFAS 91,309 164,447 93,639 
JLSC 1,212 9,809 6,992 
Odia' 9.;!30 56,260 56,299 
Total Sl9li!l5 $623,587 s226 sm 
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Army to Components 
Schedule C (sales to) 

~Red 

AcctsPa;i: 
Revmae/ 
Espeases 

Unearned 

a-ae/ 
AdYllllces 

c~ 
Dilbunemeats 

Department ofNavy $94,893 $763,714 $160,338 $692,812 
Department ofAir Force 78,780 652,996 457,706 515,562 
Other 359,356 2,878,988 58,180 3,003,380 
Total $533,029 $4,295,698 $676,224 $4,271,754 

Note 30. Continaencies: 

The Anny canceled all merged year and expiring account appropriations. The Army may still 
be responsible for an estimated $371 million in obligations that related to the canceled 
appropriations. Additionally, variances between budgeted rates and accrued variances for 
obligations to be paid in foreign cunencies amounted to $82.5 million. 

The Army is subject to various asserted claims for over $100 million. These claims are in 
various phases ranging from investigation to appeal. While no opinion has been expressed regarding 
specific daims' likely outcome or possible associated loss, experience indicates that many such 
daims are settled for less than daimed, dismissed altogether, or the possibility of the contingency 
materializing is remote. The following disdosures are made in accordance with OoD Guidance on 
Form and Content of Financial Statements for FY 94 and FY 95 F11ancial Activity. 

Environmental Compliance - Probable liabilities for the Army's Environmental Program are 
primarily comprised of estimates to cleanup contamination at Army installations, such as Rocky 
Mountain Arsenal. Other contingent liabilities were established as a result of changes in 
conservation program requirements r8lating to the Endangered Species Act, Clean Water Act, 
Resource Conservation & Recovery Act, and the Sikes Act. 

Rightsizing - Contingent liabilities were created as a result of rightsizing the military and 
civilian workforce. These contingent liabilities primarily relate to CongressionaHy authorized 
programs designed to provide 1ransition benefits and incentives for miitary and c:ivillans leaving the 
workforce. 

Wortcrnan's Compensation - On-the-job injuries under the Federal Employees Compensation 
Act (FECA) are administered by the Department of Labor (DOL). 

Base Realignment - These anticipated costs relate to the movement of troops, malerial and 
equipment In c:onnec:tion with consolidation of missions and the turnover of facilities. 
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Racfio.actlve Wute • Improper handling and disposal of low level radioactive waste In the 
past has resulted in a number of sites being listed as having the pot8nlial of being ccntaminated with 
radioactivity. 

~nt Bonuses • Enlisted military personnel in certain military occupation specialties 
(MOS) receive a bonus 0\181' a period of lix years upon nHnlistment 111ent .. additional MOSs for 
initial entry bonuses which - partially paid upon completion of basic training with the balance 
being paid 0\181' the remaining enlistment period. Oflicers do not re-enlist but take an oath of office. 
However, officers in the medical field do receive a bonus. 

(Millions) 

Environmental Compliance $10,513 
Rightsizing 1,522 
Workman's' Compensation 1,353 
Base Realignment 478 
Radio-active Waste 417 
Re-enlistment Bonuses 300 

The Anny is also the Executive Agent for the Chemical Demilitarization Program. A majority 
of the Chemical Stockpile Disposal Program will be funded by D~ '.Pnse appropriations, $8.6 billion 
in the Chemical Agents and Munitions Destruction Defense (CAMD,D) appropriation and $1 billion 
in the Military Construction Defense-Wide account 

A rough order of magnitude cost estimate for the Non-Stockpile Chemical Materiel Program is 
$17.7 biUion. Of this amount, $1.2 billion is induded in the CAMD,D appropriation for FY 1992· 
2005 requirements relating to the Chemical Weapons Convention and remediation of buried 
chemical weapons munitions. The remaining possible fiability for the NSCMP should be funded by 
the Defense Environmental Restoration Appropriation. 

Footnotes 6,7,9, 10, 12, 13, 14, 16, 18,21, and 26 are not applicable to the Certified Fmancial 
Statements for Department of the Army. 
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SUPPORTING AUDIT REPORTS 

l. 	 Proposed Adjustments and Collllllents Regarding Army's 

FY 95 Annual Financial Report (AA 96-139) 


2. 	 Conditions Found in Previous Financial Statement 
Audits, Civil Works, U.S. Army Corps of Engineers
(AA 96-137) 

3. 	 Report on Internal Controls and Compliance With Laws 

and Regulations (AA 96-154) 


4. 	 Financial Reporting of Wholesale Munitions, U.S. Army 
Industrial Operations Command, U.S. Army Missile 
Command (AA 96-155) 

5. 	 Financial Reporting of Wholesale Equipment {AA 96-160) 

6. 	 Financial Reporting of Equipment In Transit {AA 96-156) 

7. 	 Travel Advances, Defense Accounting Office, U.S. Army
Missile Command (AA 96-157) 

8. 	 Standard Operations and Maintenance, Army Research and 
Development System--Status of Prior Audit 
Recommendations, Defense Accounting Office, U.S. Army
Missile Command (AA 96-158) 

9. 	 Wholesale Equipment, Tobyhanna Defense Distribution 

Depot (AA 96-159) 


10. 	 Audit of the Compilation of the Army's FY 95 Financial 
Statements at the Defense Finance and Accounting 
Service - Indianapolis Center (Inspector General, DOD, 
Project #5FI-2012) 

We issued the Proposed Adjustments report on 21 February 
1996, and the Civil Works report on 26 February 1996. The 
other reports will be issued after the date of this report. 

Euminaion of die Army's Fmondal S-· for Fllcal Yms 1995 and 1994 (AA 96-152) 
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OTHERS RECEIVING COPIES OF THE REPORT 

Chief of Staff, Army 
Under Secretary of the Army 
Vice Chief of Staff 
Assistant Secretary of the Army (Civil Works) 
Assistant Secretary of the Army (Financial Management and 

Comptroller) 
Assistant Secretary of the Army (Installations, Logistics 

and Environment) . 
Assistant Secretary of the Army (Manpower and 

Reserve Affairs) 
Assistant Secretary of the Army (Research, Development 

and Acquisition) 
General Counsel 
Director of the Army Staff 
The Inspector General 
Chief of Legislative Liaison 
Chief of Public Affairs 
Chairman, Army Reserve Forces Policy Committee 
Deputy Chief of Staff for Logistics 
Deputy Chief of Staff for Operations and Plans 
Deputy Chief of Staff for Personnel 
Assistant Chief of Staff for Installation Management 
Chief, National Guard Bu~eau 
Deputy Assistant Secretary of the Army for Budget 
Director, Program Analysis and Evaluation 
Commander in Chief, U.S. Army, Europe and Seventh Army 
Commanders 

U.S. Army Forces Command 
U.S. Army Training and Doctrine Command 
U.S. Army Materiel Command 
U.S. Army Military District of Washington 
U.S. Army Corps of Engineers 
U.S. Army Criminal Investigation Command 
U.S. Total Army Personnel Command 
U.S. Army Aviation and Troop Command 
U.S. Army Communications-Electronics Command 
U.S. Army Industrial Operations Command 
U.S. Army Missile Command 
U.S. Army Tank-automotive and Armaments Command 
XVIII Airborne Corps and Fort Bragg 
I Corps and Fort Lewis 
Anniston Army Depot 
Red River Army Depot 
3d Military Police Group, U.S. Army Criminal Investigation 

Command 
Directors 

U.S. Army Research Laboratory 
U.S. Army Center for Public Works 


Commandant, U.S. Army Logistics Management College 

Director, Center for Army Lessons Learned 
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Inspector General, Department of Defense 

Directors 


Defense Finance and Accounting Service 
Defense Finance and Accounting Service-Indianapolis Center 
Defense Intelligence Agency 
Defense Logistics Studies Information Exchange 

Commander, Tobyhanna Defense Distribution Depot
Defense Accounting Officer 

U.S. Army Aviation and Troop Command 
U.S. Army Communications-Electronics Command 
U.S. Industrial Operations Command 
U.S. Army Missile Command 
U.S. Army Tank-automotive and Armaments Command 

XVIII Airborne Corps and Fort Bragg

I Corps and Fort Lewis 

Anniston Army Depot 

Red River Army Depot 


·Tobyhanna Defense Distribution Depot 
U.S. Army Research Laboratory

Auditors 	General 
Air Force Audit Agency 
Naval Audit Service 



Appendix C. Scope and Methodology 

Audit Work Performed. To fulfill our responsibilities under the Chief 
Financial Officers Act of 1990, as amended by the Federal Financial 
Management of 1994, for determining the accuracy and completeness of the 
independent audit conducted by the AAA, we evaluated AAA' s qualifications 
and independence, reviewed AAA' s audit approach, and monitored audit 
progress at key points. 

Evaluation of AAA's Qualifications and Independence. Our 
determination of AAA' s qualifications and independence was based on a lengthy 
and continuous association between the IG, DoD, and the AAA. We also relied 
on a June 1992 determination by the General Accounting Office that the various 
DoD audit organizations were independent and capable. Also, the GAO had no 
objections to the IG, DoD, using the work of these audit agencies in discharging 
its responsibilities for the audit of the financial statements of the various 
Military Departments. 

To determine AAA' s independence, we reviewed the Government Auditing 
Standards, the AICPA Codification of Statements on Auditing Standards, and 
the AICPA Code of Professional Conduct for independence criteria. We also 
reviewed testimony given by the Assistant Comptroller General, Accounting and 
Information Division, General Accounting Office (GAO), before the House 
Subcommittee on Government Management, Information and Technology, 
Committee on Government Reform and Oversight. In addition, we reviewed 
IG, DoD, Report No. APO 95-010, "Report on the Oversight Review of the 
Organization and Staffing of the DoD Audit Organizations for Audits of 
Financial Statements," dated July 19, 1995. 

Review of AAA's Audit Approach. We used the President's 
Council on Integrity and Efficiency "Federal Financial Statement Audit 
Manual" as criteria for reviewing AAA' s audit approach. Specifically, we 
reviewed the following: the notification letter, opening conference 
documentation, strategy formulation, the entity profile, the general risk 
analysis, the account risk analysis, audit programs, and cycle memorandums. 

We reviewed any additional planning documentation we deemed necessary to 
accomplish the audit objective. We also attended and participated in numerous 
audit planning workshops throughout the course of the audit. 

Monitoring of Audit Progress at Key Points. Through the IG, DoD, 
Integrated Audit Process Team and the Executive Steering Committee, we 
provided a forum for a centrally managed exchange of guidance and information 
leading to a focused DoD-wide effort to audit the DoD consolidated financial 
statements, to include the supporting financial statements of DoD' s major 
components. The AAA audit of the Army financial statements constituted a 
significant portion of this DoD-wide audit effort. Audit initiatives for 
monitoring progress of the audit at key points also involved attending and 
participating in numerous AAA in-process reviews and workshops. We also 

51 




reviewed and commented on each AAA draft audit report, including the audit 
opinion report, that was issued in relation to the audit of the Army's financial 
statements for FYs 1995 and 1994. 

In addition to the above oversight procedures, we performed other procedures 
deemed necessary to determine the fairness and accuracy of AAA' s audit 
approach and conclusions. 

Audit Period, Standards, and Locations. We performed this financial audit 
from May 16, 1995, through March 15, 1996. The audit was made in 
accordance with auditing standards issued by the Comptroller General of the 
United States, as implemented by the IG, DoD. We did not use computer
processed data or statistical sampling procedures to conduct this audit. 
Appendix D lists the organizations we visited or contacted. 
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Appendix D. Organizations Visited or Contacted 

Office of the Secretary of Defense 

Under Secretary of Defense (Comptroller), Washington, DC 

Department of the Army 

Army Audit Agency, Alexandria, VA 

Other Defense Organizations 

Defense Finance and Accounting Service, Arlington, VA 
Defense Finance and Accounting Service Indianapolis Center, Indianapolis, IN 
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Appendix E. Report Distribution 

Office of the Secretary of Defense 

Under Secretary of Defense (Acquisition and Technology) 
Director, Defense Logistics Studies Information Exchange 

Under Secretary of Defense (Comptroller) 
Director, Accounting Policy 
Deputy Chief Financial Officer 
Deputy Comptroller (Program/Budget) 

Assistant to the Secretary of Defense (Public Affairs) 

Department of the Army 

Assistant Secretary of the Army (Financial Management and Comptroller) 
Auditor General, Department of the Army 
Commander, U.S. Army Corps of Engineers 

Department of the Navy 

Assistant Secretary of the Navy (Financial Management and Comptroller) 
Auditor General, Department of the Navy 

Department of the Air Force 

Assistant Secretary of the Air Force (Financial Management and Comptroller) 
Auditor General, Department of the Air Force 

Other Defense Organizations 

Director, Defense Contract Audit Agency 
Director, Defense Finance and Accounting Service 
Director, Defense Investigative Service 
Director, Defense Logistics Agency 
Director, National Security Agency 
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Non-Defense Federal Organizations 

Office of Management and Budget 
Technical Information Center, National Security and International Affairs Division, 

General Accounting Office 
Inspector General, Department of Education 

Chairman and ranking minority member of each of the following congressional 
committees and subcommittees: 

Senate Committee on Appropriations 
Senate Subcommittee on Defense, Committee on Appropriations 
Senate Committee on Armed Services 
Senate Committee on Governmental Affairs 
House Committee on Appropriations 
House Subcommittee on National Security, Committee on Appropriations 
House Committee on National Security 
House Committee on Government Reform and Oversight 
House Subcommittee on National Security, International Affairs, and Criminal 

Justice, Committee on Government Reform and Oversight 



Audit Team Members 

This report was prepared by the Finance and Accounting Directorate, Office 
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