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Introduction

The United States Army’s goal is to achieve auditable financial statements by
September 2017. To accomplish this goal, the Army is focused on achieving audit
readiness and recently completed the independent audit of its Fiscal Year (FY)
2016 General Fund Schedule of Budgetary Activity (SBA). The FY16 SBA presents the
activity for current year and FY15 appropriations.

This report reflects the outcome of the audit and contains the FY16 SBA and Related
Notes, the Independent Auditors’ Report on the SBA, and Army Management’s
Assessment of its financial reporting capability.  The Army will undergo a Statement of
Budgetary Resources (SBR) audit next year as part of its audit readiness strategy and
is currently focused on addressing the independent auditors’ findings with corrective
actions.
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United States Army General Fund
Fiscal Year 2016 Combined Schedule of Budgetary Activity and Related Notes

COMBINED SCHEDULE OF BUDGETARY ACTIVITY
For the year ended September 30, 2016

($ in Thousands)
2016

Budgetary Resources
 Unobligated balance brought forward, Oct 1 $ 12,526,822
 Recoveries of prior year unpaid obligations 8,028,499
 Other changes in unobligated balance (+ or -) 2,631,846
 Unobligated balance from prior year budget authority, net 23,187,167
 Appropriations (discretionary and mandatory) 147,253,666
 Spending Authority from offsetting collections (discretionary and mandatory) 20,968,795
 Total Budgetary Resources $ 191,409,628
Status of Budgetary Resources:

New obligations and upward adjustments (Note 3) $ 175,614,996
  Unobligated balance, end of year
       Apportioned, unexpired accounts 14,337,998
       Unexpired unobligated balance, end of year               14,337,998
       Expired, unobligated balance, end of year 1,456,634
 Total unobligated balance, end of year 15,794,632
 Total Budgetary Resources $ 191,409,628
Change in Obligated Balance:

Unpaid obligations:
 Unpaid obligations, brought forward, Oct 1 $ 50,921,303
New obligations and upward adjustments 175,614,996
 Outlays (gross) (-) (148,466,376)
 Recoveries of prior year unpaid obligations (-) (8,028,499)
 Unpaid obligations, end of year $ 70,041,424

Uncollected payments:
 Uncollected payments, Fed sources, brought forward, Oct 1 (-) (11,867,252)
 Change in uncollected payments, Fed sources (+ or -) (6,185,243)
 Uncollected payments, Fed sources, end of year (-) (18,052,496)
 Obligated balance, start of year (+ or -) 39,054,051
 Obligated balance, end of year (+ or -) $ 51,988,929
Budget Authority and Outlays, Net:

 Budget authority, gross (discretionary and mandatory) $ 168,222,461
 Actual offsetting collections (discretionary and mandatory) (-) (14,793,581)
 Change in uncollected customer payments from Federal
         Sources (discretionary and mandatory) (+ or -) (6,185,243)
Recoveries of prior year paid obligations
         (discretionary and mandatory) (+ or -) 10,028
 Budget Authority, net (discretionary and mandatory) $ 147,253,665
 Outlays, gross (discretionary and mandatory) $ 148,466,376
 Actual offsetting collections (discretionary and mandatory) (-) (14,793,581)
 Outlays, net (discretionary and mandatory) 133,672,795
 Agency Outlays, net (discretionary and mandatory) $ 133,672,795

The accompanying notes are an integral part of this schedule.
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Note 1. Significant Accounting Policies
1.A. Organization

The United States (U.S.) Department of the Army (the Army) mission is to support the national security
and defense strategies by providing well-trained, well-led, and well-equipped forces to the combatant
commanders. This mission encompasses the intent of the Congress, as defined in Title 10 of the U.S.
Code, to preserve the peace and security and provide for the defense of the U.S., its territories,
commonwealths, possessions, and any areas occupied by the U.S.; support national policies; implement
national objectives; and overcome any nations responsible for aggressive acts that imperil the peace and
security of the U.S.

This mission has been unchanged for the 241-year life of the Army, but the environment and nature of
conflict have undergone many changes over that time, especially with overseas contingency operations.
These contingency operations have required the Army to simultaneously transform the way it fights, trains,
and equips its soldiers. This transformation is progressing rapidly, but it must be taken to its full
conclusion if the Army is to continue to meet the nation’s domestic and international security obligations
today and into the future.

1.B. Reporting Entity

The reporting entity is the Department of Army General Fund Schedule of Budgetary Activity (SBA).  The
fiscal year 2016 SBA includes the following for all Department of Army General Funds as defined by the
Department of the Treasury Federal Account Symbols and Titles (FAST) Book I:

a. Fiscal year 2016 budgetary activity associated with new (fiscal year 2016) annual and multi-year
appropriations received in fiscal year 2016

021 1620 0720 Family Housing Construction, Army
021 1616 0725 Family Housing Operation and Maintenance, Army
021 1616 1004 Medicare-Eligible Retiree Health Fund Contribution, Army
021 1616 1005 Medicare-Eligible Retiree Health Fund Contribution, Reserve Personnel, Army
021 1616 1006 Medicare-Eligible Retiree Health Fund Contribution, National Guard

Personnel, Army
021 1616 1805 Salaries and Expenses, Cemeterial Expenses, Army
021 1617 1805 Salaries and Expenses, Cemeterial Expenses, Army
021 1616 2010 Military Personnel, Army
021 1616 2020 Operation and Maintenance, Army
021 1617 2020 Operation and Maintenance, Army
021 1618 2031 Aircraft Procurement, Army
021 1618 2032 Missile Procurement, Army
021 1618 2033 Procurement of Weapons and Tracked Combat Vehicles, Army
021 1618 2034 Procurement of Ammunition, Army
021 1618 2035 Other Procurement, Army
021 1617 2040 Research, Development, Test, and Evaluation, Army
021 1616 2050 Military Construction, Army
021 1620 2050 Military Construction, Army
021 1616 2060 National Guard Personnel, Army
021 1616 2065 Operation and Maintenance, Army National Guard
021 1616 2070 Reserve Personnel, Army
021 1616 2080 Operation and Maintenance, Army Reserve
021 1620 2085 Military Construction, Army National Guard
021 1620 2086 Military Construction, Army Reserve
021 1617 2091 Afghanistan Security Forces Fund, Army
021 1618 2093 Joint Improvised Explosive Device Defeat Fund, Army
021 1617 2097 Iraq Training and Equipment Fund, Army
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b. Fiscal year 2016 budgetary activity associated with the following fiscal year 2015 appropriations:

021 1519 0720 Family Housing Construction, Army
021 1515 0725 Family Housing Operation and Maintenance, Army
021 1515 1004 Medicare-Eligible Retiree Health Fund Contribution, Army
021 1515 1005 Medicare-Eligible Retiree Health Fund Contribution, Reserve Personnel, Army
021 1515 1006 Medicare-Eligible Retiree Health Fund Contribution, National Guard

Personnel, Army
021 1515 1805 Salaries and Expenses, Cemeterial Expenses, Army
021 1516 1805 Salaries and Expenses, Cemeterial Expenses, Army
021 1515 2010 Military Personnel, Army
021 1515 2020 Operation and Maintenance, Army
021 1516 2020 Operation and Maintenance, Army
021 1517 2031 Aircraft Procurement, Army
021 1517 2032 Missile Procurement, Army
021 1517 2033 Procurement of Weapons and Tracked Combat Vehicles, Army
021 1517 2034 Procurement of Ammunition, Army
021 1517 2035 Other Procurement, Army
021 1516 2040 Research, Development, Test, and Evaluation, Army
021 1517 2050 Military Construction, Army
021 1519 2050 Military Construction, Army
021 1515 2060 National Guard Personnel, Army
021 1515 2065 Operation and Maintenance, Army National Guard
021 1515 2070 Reserve Personnel, Army
021 1515 2080 Operation and Maintenance, Army Reserve
021 1519 2085 Military Construction, Army National Guard
021 1518 2086 Military Construction, Army Reserve
021 1519 2086 Military Construction, Army Reserve
021 1516 2091 Afghanistan Security Forces Fund, Army
021 1517 2093 Joint Improvised Explosive Device Defeat Fund, Army
021 1516 2097 Iraq Training and Equipment Fund, Army

The fiscal year 2016 SBA excludes the following:

a. No-year (“X-year”) appropriations (i.e., Fund symbols that begin with 21X)
b. Multi-year appropriations appropriated prior to fiscal year 2015 (i.e., Fund symbol that begin with

2114, 2113, etc.)
c. All Revolving Funds (including Working Capital Funds), Special Funds, Deposit Funds, and Trust

Funds.

1.C. Basis of Accounting

The Army General Fund’s financial and non-financial systems and processes were designed prior to the
legislative mandate to produce financial statements in accordance with U.S. generally accepted
accounting principles (US GAAP).  These systems were designed to collect and record financial
information on a budgetary basis.  The budgetary accounting principles are designed to recognize the
obligation of funds according to legal requirements, which in certain cases is prior to the occurrence of an
accrual-based transaction.  The recognition of budgetary accounting transactions is essential for
compliance with legal constraints and controls over the use of Federal funds.

The Army General Fund SBA and supporting trial balances are compiled from the underlying financial
data and trial balances of the Army General Fund’s general ledgers.  The underlying data are budgetary
transactions (obligations, disbursements, and collections), and accruals made for major items such as
payroll expenses, accounts receivable, and accounts payable.

The Army General Fund SBA is a combined financial schedule that presents the fiscal year 2016
budgetary activity (i.e., appropriations, reimbursable authority, transfers, obligations incurred, collections,
and outlays) for:
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a. New (fiscal year 2016) annual and multi-year appropriations received in fiscal year 2016
b. New (fiscal year 2015) annual and multi-year appropriations received in fiscal year 2015

The SBA is not intended to be a complete presentation of the Army General Funds budgetary resources,
status of budgetary resources, changes in budgetary resources, and outlays that would be presented in
the Statement of Budgetary Resources for the year then ended.

The Army General Fund SBA has been prepared from the books and records of the Army General Fund
based on US GAAP promulgated by the Federal Accounting Standards Advisory Board and the formats
prescribed by the Office of Management and Budget (OMB) Circular Number (No.) A-136, Financial
Reporting Requirements.

1.D. Budgetary Resources

The Army General Fund receives appropriations, spending authority and other funds as general funds.
The Army General Fund uses these funds to execute its missions and subsequently report on resource
execution.

The Army General Fund recognizes congressional appropriations when authorized by legislation.  These
general funds expire annually or on a multi-year basis.  When authorized by legislation, these
appropriations are supplemented by reimbursable authority associated with the sales of goods or services
to other federal entities or the public.  The Army General Fund recognizes reimbursable authority when a
federal customer order is accepted or when an advance is received from the public.

The Army General Fund may receive unobligated balance transfers from prior year indefinite, multi-year, or
annual appropriations when statutory authority permits.  The transferred budgetary resources must be
apportioned with the respective fiscal year appropriation prior to being available for use.  Such transfers
are presented as other changes in unobligated balance on the SBA and increase unobligated balance
from prior year budget authority, net on the SBA.

1.E. Status of Budgetary Resources

The Army General Fund records obligations incurred, for either delivered or undelivered orders, when the
Army places an order, signs a contract, receives goods and services not associated with a contract, or
takes other actions committing the Army General Fund to purchase goods and services from other entities.

Unobligated balances represent budgetary authority that has not been obligated.  Unobligated expired
annual budgetary authority is not available for new obligations, but only for adjustments to prior
obligations, while unexpired multi-year budget authority is available for future obligations.

1. F. Outlays and Offsetting Collections

The Army General Fund recognizes outlays when disbursed and offsetting collections when received.

1.G. Use of Estimates

The Army General Fund has made certain estimates and assumptions relating to the reporting of
reimbursable authority and obligations to prepare its SBA and related notes to its SBA.  Actual results may
differ from these estimates.  It is possible that the reimbursable authority, obligations incurred, and
changes in obligated balances may be affected in future periods by changes in the key assumptions
underlying management’s estimates.

1.H. Contingencies

The Statement of Federal Financial Accounting Standard (SFFAS) No. 5, Accounting for Liabilities of the
Federal Government, as amended by SFFAS No. 12, Recognition of Contingent Liabilities Arising from
Litigation, defines a contingency as an existing condition, situation, or set of circumstances that involves an
uncertainty as to possible gain or loss.  The uncertainty will be resolved when one or more future events
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occur or fail to occur.

The Army General Fund is a party in numerous individual contracts that contain clauses, such as price
escalation, award fee payments, or dispute resolution, that may result in a future outflow of budgetary
resources.

Note 2.  Adjustments to Unobligated Balance, Brought Forward, October 1, and
Obligated Balance, Start of the Year

There were no adjustments to the unobligated balance brought forward for the Army General
Fund SBA for fiscal year 2016.

Note 3.  Apportionment Categories of Obligations Incurred:
Direct vs. Reimbursable Obligations

   2016 ($ in Thousands)
For the Year Ended

September 30
Apportionment

Category A
Apportionment

Category B
Exempt From

Apportionment Total

New obligations and
upward adjustments

– Direct
$ 119,847,630 $ 35,215,924 - $ 155,063,554

New obligations and
upward adjustments

– Reimbursable
4,835,615 15,715,827 - 20,551,442

Total New
obligations and

upward
adjustments

$ 124,683,245 $ 50,931,751 - $ 175,614,996

The amounts of direct and reimbursable new obligations and upward adjustments against
amounts apportioned under Category A (apportioned by fiscal quarter), Category B (apportioned
by project or activity), and Exempt from Apportionment are presented above.

Note 4.  Undelivered Orders at the End of the Period
2016 ($ in Thousands)

As of September 30 2016

Net Amount of Budgetary Resources Obligated for Undelivered Orders at the
End of the Period $ 65,995,092

Undelivered Orders presented in the Army General Fund SBA include Undelivered Orders-Unpaid for both
direct and reimbursable funds.

Note 5.  Legal Arrangements Affecting the Use of Unobligated Balances

The Army General Fund had no legal arrangements affecting the use of unobligated balances for fiscal
year 2016.
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Note 6.  Explanation of Differences Between the SBA and the Budget of the US
Government

The Budget of the United States (also known as the President’s Budget), with actual numbers for fiscal
year 2016, was not published at the time that the Army General Fund SBA was issued.  The President’s
Budget is expected to be published in February 2017 and will be available from the U.S. Government
Printing Office.
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                           INSPECTOR GENERAL	
         DEPARTMENT OF DEFENSE	
          4800 MARK CENTER DRIVE
    ALEXANDRIA, VIRGINIA 22350-1500

                               
                               
                               

																																																																																															November	14,	2016		

MEMORANDUM	FOR	UNDER	SECRETARY	OF	DEFENSE	(COMPTROLLER)/CHIEF			
		 FINANCIAL	OFFICER,	DOD			
ASSISTANT	SECRETARY	OF	THE	ARMY	(FINANCIAL			
		 MANAGEMENT	AND	COMPTROLLER)		
DIRECTOR,	DEFENSE	FINANCE	AND	ACCOUNTING	SERVICE			

SUBJECT:		Transmittal	of	the	Disclaimer	of	Opinion	on	United	States	Army	General	Fund		
																				Schedule	of	Budgetary	Activity	for	FY	2016		
																				(Project	No.	D2016-D000FI-0086.000,	Report	No.	DODIG-2017-021)		

	
We	contracted	with	the	independent	public	accounting	firm	of	KPMG,	LLP	(KPMG)	
to	audit	the	Combined	Schedule	of	Budgetary	Activity	relating	to	FY	2016	and		
FY	2015	appropriations	of	the	United	States	Army	General	Fund	for	the	year	ended	
September	30,	2016	(the	Schedule).		The	contract	required	KPMG	to	conduct	the	audit	
in	accordance	with	generally	accepted	government	auditing	standards	(GAGAS);	
Office	of	Management	and	Budget	audit	guidance;	and	the	Government	Accountability	
Office/President’s	Council	on	Integrity	and	Efficiency	“Financial	Audit	Manual,”		
July	2008.		The	independent	auditor’s	report	from	KPMG	is	attached.				
	
KPMG’s	audit	resulted	in	a	disclaimer	of	opinion.		KPMG	did	not	render	an	opinion	on	
the	Schedule	because	the	Army	could	not	provide	sufficient	appropriate	audit	evidence	
for,	or	make	sufficient	representations	to,	the	facts	and	circumstances	that	support	
account	balances	and	disclosures.		KPMG’s	report	includes	“Material	Weaknesses”	
(Exhibit	I)	and	identified	material	weaknesses	in	these	10	areas:		

1. Completeness		
2. Evidential	matter		
3. General	information	technology	controls		
4. Service	provider	oversight		
5. Financial	reporting		
6. Beginning	year	balances		
7. Manual	general	ledger	adjustments			
8. Fund	Balance	With	Treasury		
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9. Accrual	estimation	methodologies			
10. Financial	management	improvements		

	
Furthermore,	KPMG’s	report	on	“Non-compliance	with	Laws	and	Regulations,”		
November	14,	2016,	(Exhibit	II)	discussed	Army	noncompliance	with	the	Federal		
Financial	Management	Improvement	Act,	the	Prompt	Payment	Act,	and	the	Federal	
Managers’	Financial	Integrity	Act,	as	well	as	information	on	two	potential	Antideficiency	
Act	violations.			
		
In	connection	with	the	contract,	we	reviewed	the	KPMG	report	and	discussed	the	audit	
results	with	KPMG	representatives.		Our	review,	as	differentiated	from	an	audit	in	
accordance	with	GAGAS,	was	not	intended	to	enable	us	to	express,	and	we	did	not	
express,	an	opinion	on	the	Schedule,	conclusions	about	the	effectiveness	of	internal	
control,	conclusions	as	to	whether	the	Army’s	financial	management	systems	
substantially	complied	with	the	Federal	Financial	Management	Improvement	Act												
of	1996,	or	conclusions	on	whether	the	Army	complied	with	laws	and	regulations.		
KPMG	is	responsible	for	the	attached	auditor’s	report,	dated	November	14,	2016,								
and	the	conclusions	expressed	in	the	report.		However,	our	review	disclosed	no	
instances	in	which	KPMG	did	not	comply,	in	all	material	respects,	with	GAGAS.			
		
We	appreciate	the	courtesies	extended	to	the	staff.		Please	direct	questions	to	me	at	
(703)	601-5945.		

		 	
Lorin	T.	Venable,	CPA		
Assistant	Inspector	General		
Financial	Management	and	Reporting	

	Attachment:		As	stated		
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DEPARTMENT OF THE ARMY
ASSISTANT SECRETARY OF THE ARMY

FINANCIAL MANAGEMENT AND COMPTROLLER
109 ARMY PENTAGON

WASHINGTON DC  20310-0109

November 14, 2016
SAFM-ZA

MEMORANDUM FOR RECORD

SUBJECT:  Management Assessment of Fiscal Year 2016 Schedule of Budgetary
Activity Audit

1.  In Fiscal Year 2016 (FY16),  the U.S. Army completed the second audit of its General
Fund Schedule of Budgetary Activity (SBA) by an Independent Public Accounting (IPA)
firm.  The FY16 SBA presented budget activity for current year and FY15 appropriations;
expanding the scope and complexity of the audit.  This achievement was one of several
critical milestones transforming the Army to better manage its resources and ultimately
improve support for the Warfighter.  Army progress is due to the steadfast commitment
and hard work of Soldiers and Civilians across the organization.  With the continued
dedication of this workforce, the Army is on track to assert its readiness to produce
auditable financial statements by the congressionally mandated date of 30 September
2017.

2.  The Army was able to make notable achievements throughout FY16 attributable to its
efforts to address findings from the FY15 audit, improved coordination with service
providers, and close collaboration with the IPA firm.  Army responded to nearly 24,500
audit samples and auditor requests during the audit.  Notable improvements in the FY16
SBA audit compared to the prior year include higher pass rates for transaction sample
tests, reduction in the number of requests for follow-up information, and improvements to
information technology system controls.

3.  The Army will maintain pressure to address high-risk areas and deficiencies
highlighted by the IPA firm in its FY15 and FY16 audit.  As noted above, the Army is
already making improvements in the timely delivery of key supporting documentation.
Additional auditor findings from the FY16 SBA audit emphasize the need for the Army to
support beginning balances; provide certain data populations and reconciliations; improve
documentation for accounting adjustments, and further enhance information technology
system controls.  The Army will gather invaluable lessons from these findings, and apply
corrective actions to achieve auditable financial statements.

4.  The Army continues to demonstrate its commitment to addressing findings identified
by the auditor.  The Army has emphasized strong partnerships to make progress in
critical capability areas.  For example, the Army is working closely with the Defense
Finance and Accounting Service to identify the root causes for unsupported journal
vouchers.  The Army also established a capability to compile and reconcile financial data
between source systems and general ledgers.
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SAFM-ZA
SUBJECT: Management Assessment of Fiscal Year 2016 Schedule of Budgetary Activity Audit

5.  The Army demonstrated its commitment to achieving audit readiness by implementing
an enterprise-wide corrective action program focused on accountability and governance.
Progress in completing corrective actions has been substantial in FY16 with the Army
Audit Committee’s new monthly meetings of Business Mission Area Champions providing
oversight of corrective actions to address auditor-identified deficiencies.  These corrective
actions identify and mitigate the root causes of deficiencies.  The successful execution
and validation of these plans is a major focus of the Army.  Since the FY15 SBA audit,
the Army has developed over 300 corrective action plans, of those,166 have been
executed and undergone validation.  The Army is now reviewing and analyzing findings
from the FY16 SBA audit to resolve any new or remaining deficiencies.

6.  The FY16 SBA audit provided invaluable insight into what the Army needs to
accomplish.  While the Army has made significant and demonstrable progress,
considerable challenges must be overcome to meet the 30 September 2017 audit
readiness goal.  These challenges are not insurmountable, and the Army is committed to
addressing them through its continued development of a fully trained, connected, and
collaborative workforce which understands the criticality of complying with accounting
standards.  Army leadership is engaged at every level and are unwavering in support for
accomplishing this complex and challenging endeavor.

Robert M. Speer




