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TH%s;regaia%%ea{was published in response to guidance

first introduced Army

o

—~ In 1983, the Army

Control Systems

)

(_‘ ~
received from the Department of Defense (DGB), the Office of Management an

Budget %fmﬁH; and in direct response to Public
37

Law 97-255, Federal Manager

Financial Integrity Act of 1982. Althdugh the‘law directs actions to be
taken by the Executive Branch of Government, the specifics of the law has
had a direct impact on DOD and the Department of the ArmyC(DA7i by
requiring the establishment of a program that did not previously exist.
Explicit guidance is contained in both the law and in the Army regulation
about providing training to those managers who are charged with

implementing internal controls.

" This study explores the historical perspective of how the Army came
about implementing internal controls and also attempts to quantify the

awareness factor from the outlook of field grade officers. A survey

instrument on the subject of internal controls has been administered to
culonels and lieutenant colonels at the U.S. Army War College and the
resulxs of that survey are contained in the conclusion section of this

document. The raw data is also provided in Appendix 2 of the study.)
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HAS THE ARMY FULLY IMPLEMENTED INTERNAL CONTROLS?

CHAPTER 1

INTRODUCTION

Back in 1982, the President signed into law, the Federal Managers

Financial Integrity Act. The Army's implementation instructions for this

law, Public Law 97-255, were subsequently published in May 1983. My own
personal exposure to the program came in 1987 some four years after the
program was introduced in the Army. Prior to that time, I had not heard
of the program or any reference to it. Subsequent discussions with my
peers indicated that many of them as well had not heard of the program.
Due to the importance of the program and my own personal experiences with
the program, I decided to investigate the history of how the program came

about and the status of the program within the Army.

To accomplish this task, I have researched the history of, how and

why, Army Regulation 11-2, Internal Control Systems, came into

existence. This amounted to a policy search which I will present in this
document as "Background". The focus of the background will be on Public

Law 97-255, Federal Managers Financial Integrity Act of 1982, which in

effect is the basis for the Internal Control programs in the Army.




After reviewing how the Army program of internal controls came into

existence, I will present a section that provides a synopsis of the

\

2;f requirements imposed by this regulation on units at installation and

" ‘.f:

'.:; lower levels. This section will provide some details about what our

%; managers are expected to do in the realm of internal controls.

ﬂ;q

N

P . . . .

iﬂ* The next section will be a presentation and analysis of data gathered

Fo %

t = from a survey instrument administered to 105 colonels and lieutenant |
|

iéé colonels at the United States Army War College, class of 1988. The !

i ,

ﬁsz survey instrument was in fact a questionnaire that attempted to develope

]

.x' a source of raw data that would provide an insight into just how much the

i:Q middle managers of the Army know rabout the subject of internal controls.

The final two sections of the study will provide a recapitulation of

7]

>
5>~

my findings from the analysis of the raw data and a section that provides

2

my recommendations based on the analysis. 1In essence, this will be my

%Xy
S A

é;'-".-‘;. U g

conclusions and recommendations.

LU 9

S
;;t; There are also four appendices which support the study. The first
$ § appendix contains terms and definitions which apply to internal

:; controls. The second appendix is a copy of the questionnaire that was
:?ﬂ administered to the pool of colonels and lieutenant colonels at the War
ﬁi? College. The third appendix is another copy of the gquestionnaire which
h%ﬁ has been annotated with the raw data derived from the fifty-six

;ﬁ: respondents who answered the gquestionnaire prior to 16 February 1988.
Sﬁi The fourth and final appendix contains extracts from Department of the
EEE Army Circulars 11-87-2 and 11-87-7. DA Cir. 11-87-7 is the
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Management Control Plan (MCP) that stipulates which programs will be
evaluated with internal control checklists over the next five vears and
DA Cir. 11-87-2 contains 25 of the checklists which have been approved

for use.

CHAPTER II
BACKGROUND
PART I

Congressional Action

Public Law 97-255, Federal Managers Financial Integrity Act Of 1982,

is the product ~f H. R. 1526, Federal Managers' Accountability Act of

1981, and companion bill, S. 864 , Financial Inteqrity Act of 1981, which

both dealt with amending the Accounting and Auditing Act of 1950 (31

U.S.C. 66).

The original concept for the legislation was an outgrowth of, or a
reaction to, House Report 96-279, dated 18 June 1979, entitled: Failure

of Government Departments and Agencies to Follow up and Resolve Audit

Findings. This report caused groups both within and outside government
to look for ways to make public managers more accountable for, and

responsive to, actions that take place within their organizations.
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The public accounting firm of Price Waterhouse and Company submitted

the basic draft of the legislation to the Internal Control Task Force on
5 June 1980. After a slight revision by congressional staff and the
General Accounting Office (GAO), the legislation was taken to Senator
Eagleton's subcommittee on Government Efficiency and the District of
Columbia. The updated draft legislation was subsequently introduced to
the Senate Committee on Government Affairs by Senator Eagleton on 6

August 1980 as S.-3026.

At about the same time, the Association of Government Accountants
provided a prepared statement which strongly supported the enactment of

the Financial Integqrity Act to the House Committee on Government

Operations. Although the prepared statement actually related to proﬁosed

legislation for amending the Inspector General Act of 1978, the support

of the Financial Integrity Act brought this legislation to the attention

of Representative Brooks, the Chairman of this committee.

Representative Brooks introduced H.R. 1526 on 2 February 1981, and
subsequently held hearings in the Subcommittee on Legislation and
National Security, 25 February and 11 March 1981. At these hearings,
Congressman Henry J. Hyde, and representatives of: the OMB, the GAO, the
Association of Government Accountants and the Institute of Internal

Auditors appeared and testified in support of the legislation.

H.R. 1526 was reported May 14, 1981 by the House Government
Operations Committee (H. Report 97-38) and passed the full house May 18,

1981 under suspension of the rules.
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The Senate Committee on Government Affairs held hearings on 19 May

1981 and again on 13 November 198l. During the 19 May hearing, chaired
by Senator Roth; representatives from the GAO presented a report to the

committee entitled Fraud in Government Programs: How Extensive Is It? Can

It Be Controlled? One of the recommendations made by the GAO was that

Congress enact the Financial Integrity Act of 1980. Dr. Edwin Harper, an

administration representative from OMB, testified that the administration
supports the objectives of S.864; however, believes that these objectives

could be achieved more effectively and efficiently by administrative

means.

-

®

?i The hearing held on 13 Novemper 1981 was chaired by Senator

?; Eagleton. In his opening remarks, he reviewed several examples of fraud,
i

’:% waste and abuse that had been uncovered in the past five years. He
ﬂaﬁ' indicated his commitment to improving the current quality of the

SS% government's internal control procedures. Senator Sasser also provided
::; remarks which supported the concept of improving the internal controls
;’w for federal agencies. These proceedings had numerous witnesses to

f;: include representatives from GAO, and OMB. In addition, the Association

Xy

of Government Accountants, a 12,000 member organization, and the

o

ﬂ\i Institute of Internal Auditors, a 24,000 member organization, provided

o .

S testimony.
[
b :J;:
o One of the strongest supporters of H.R. 1526 was the former

,-,_:_

;2{ Comptroller General of the United States, Elmer B. Staats. In one of his
hd 1--"'_

?2{ last appearances before leaving office, he told the Subcommittee on
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Legislation and National Security of his support and the urgent need for
passage of this bill. He related to the committee that the GAO had
issued literally hundreds of reports and studies that disclose the fact
that most agencies are operating systems vulnerable to physical losses
and waste of Federal property and money as well as being susceptible to

fraudulent or otherwise improper use of Federal resources.

In addition to Mr. Staats, the representatives from both the
Association of Government Accountants and the Institute of Internal
Auditors enthusiastically supported the enactment of the Financial

Integrity Act. In addition to the testimony, the committee received a

letter of support for the bill from the American Institute of Certified

‘
Public Accountants.

There was no real opposition to either H.R. 1526 or S. 864, other
than a stated desire on the part of the administration to handle the
issue administratively with the OMB circular rather than legislation. 1In
August 1980, a legislative review committee, "Interagency Internal
Control Task Force", met to review the proposed legislation on internal
controls. This committee was made up of: Robert Kessler, Department of
Transportation (DOT), Chairman; Susumu Uyeda, Joint Financial Management
Improvement Program (JFMIP); Terrence McMahon, Agency for International
Development (AID): and Milton Zall, Housing and Urban Developement
{HUD). The committee's recommendation was that OMB should oppose the
enactment of the bill based on the constitutional provisions of the
separation of power between the legislative and executive branches. It
further stated that the opposition should be based on the

administration's actions under

BN
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the Financial Priorities Program, including the proposed or implemented
procedures under OMB internal control ciicilar. The administration
however, was not willing to vigorously oppose the enactment of the
legislation. In the final portion of the recommendations, the Task Force
stated that, "If Congress is still intent on passing the legislation,
some language in the bill should be provided to allow OMB and the
agencies to pinpoint high risk areas for priority review, instead of the
annual across the-board review that is required in the proposed

legislation."

Both OMB and GAO recommended procedural,'as well as, verbal changes
during the course of the hearings. One big contention had to do with
which office would establish the}reporting systems and evaluation i
guidelines. The first draft of the legislation called for the GAO to
perform these functions. 1In testimony from the Comptroller General,
Charles A. Bowsher, a recommendation was made, to the committee, that
this function be performed instead by OMB. He also suggested that the
deadline for the establishment of the evaluation guidelines be extended

from December 31, 1981 to December 31, 1982.

PART II1

Presidential Action

The only action the White House took before or during the legislative

process was to provide witnesses from OMB and GAO. As stated

ARt TRt L
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previously, they indicated the administration's position which was a

preference for administrative actions rather than legislative action.

The administration was committed to reducing fraud, waste and abuse
and had taken steps to gain control of the situation shortly after taking
office. The President established the "Council on Integrity and
Efficiency", by Executive Order, on 26 March 198l. This council was
established to spearhead the effort to reduce fraud and waste and to
improve financial management practices. In addition, OMB had worked with
the American Institute of Certified Public Accountants as part of the
"Interagency Internal Control Task Force" to develop OMB Circular A-123,

Internal Control System which was released on 28 October 1981.

s

The administration felt that this circular was comprehensive and that
no legislative action would be necessary. In many ways, the proposed
legislaticen duplicated the requirements of the OMB Circular. Edwin L.
Harper, Deputy Director, Office of Management and Budget, provided a copy
of OMB Circular A-123 to the Senate Committee during his testimony on 13
November 1981. He pointed out the provisions of the circular and
indicated that the administration had in fact made significant progress
in identifying and prosecuting fraud against the government. He stated
that in the first six months of 1981, 99 million dollars in recoveries
and penalties were realized from over 400 convictions out of over 600

indictments.

There is no indication in newspapers or periodicals that there was

any attempt to promote publicity for the signing of the bill. Although
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the President and other members of the administration were not totally
enthusiastic about the legislation, there was no hesitation on the part
of the President on signing the bill. There is absolutely no indication

that the White House did anything to inhibit enforcement of the bill.

PART III

Administrative Action

The Director of OMB, in consultation with the Comptroller General, is
charged with establishing guidelines with which agencies can evaluate
their systems of internal accounmting and administrative controls. The
head of each executive agency is charged with developing internal control
procedures which comply with the guidance and standards provided by the
Comptroller General and OMB. They are also required to submit a yearly
report, to the President and Congress, based on an evaluation of their
internal controls, which indicates the current status of their system.

If they find deficiencies in their internal control procedures, they are
required to provide information on what the deficiencies are and the

steps they are taking to correct them. They must also provide a time

table for correcting the deficiencies.

The bill also requires inspectors general to investigate any

allegations that an employee provided false or misleading information
during the evaluation process or in the preparation of the agency head's

annual statement.

9.
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;yﬁ The bill requires the President to include, in each budget
‘i\n§'\
N submission, detailed information on the amounts of appropriations for the
o)
g office of the inspector general of each department.
%
,'.:. d
Y The promulgation of regulations and rules to implement the statute
:'¢'| ]
35 include the previously discussed OMB circular which in fact proceeded the
i:; enactment of the bill. This circular requires each agency head to issue
oy
b
g‘a an internal control directive if one does not already exist. It provides
0.’ »
i’t specific guidance on what these directives must include and specifies a
l:ﬁf target date of 31 March 1982 for total implementation.
s '
v
~s
ok
o
xh ‘ .
2o € PART IV .
;?; Department of Defense Actions
J-:"l
i "
AT
¥ vj:.
\1-))- . . . . .
t’Q Since my research concerns the implementation of this public law in
TR
:}‘ Army units, I have only researched the regulations and directives that
3 directly impact on the Army. The Department of Defense published a DOD
]
3
&, Directive, 5010.38 entitled, Internal Management Control Program. The
"
¥
;,' Department of the Army produced implementation instructions in Army
SO \ . .
#5} Regulation 11-2, entitled, Internal Control Systems. The ripple effect
i' ~::..;
'{b of this regulation goes down to unit level and requires standard
3
-y C s .
.‘ operating procedures at all levels where individuals are responsible for
N R .
';: government equipment, supplies or funds.
e
SN
:3 Since DOD was among the 36% of agencies that had not previously
f? complied with the Budget and Accounting Procedures Act of 1950,
()
s 10.
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.
%& compliance with the new law and its implementation instructions required
%g a significant amount ¢f work at 21l leveis. This included the

(;: develogoment of procedures, the publication of appropriate regulations and
An* the establishment of a reporting system. Another obvious implication was
%&g developing the publicity and training for managers at all levels to

§>' insure compliance.

b

&A The Army's implementation instructions were first published in May

Lr 1983 as AR 11-2, Army Programs, Internal Control Systems. A subsequent
ib& edition, or update, was published in April 1985 and the most recent

;{: edition of this regulation was published in 4 December 1987. The 1985

1; version of the regulation was 84 pages in length and the 1987 version is
i9§ only 14 pages in length. Over 45 pages of tables were removed from the
{Ez 1987 update as well as several of the boiler-plate report examples. As
g.« the program evolved, much of the information previously found in the

%:& basic regulation was transferred to Department of the Army circulars.

g;% The Department of the Army staff responsibility table is now contained in
D Department of the Army Circular 11-87-7. An extract of this document is
1j§ attached at Appendix 4. 1In addition, the 1985 edition was very vague on
:f: just what levels of command had specific responsibilities. It used

‘.T language such as, "Operating managerxs", "Managers at all levels will...",
?ﬁg and "Intermediate-level managers", to describe actions to be taken at

& . different levels of command. The real advantage of the most recent

g; edition is the specific language used which identifies precisely what

;ég each level of command is suppose to do. Instead of the vague language in
i;; previous editions, the newest update uses language such as, "MACOM

;. commanders and commanders of FOAs of the Office of the Chief of Staff", "
ks 11.
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Commanders of installations, table of organization and equipment (TOE)
divisions, corps and separate brigades.....", and "Assessable unit
managers (including HQDA, FOA, MACOM, CONUSA, State adjutant general,
installation, TOE division, and "stovepipe" units)". The specifics of

these terms has helped to eliminate much of the second guessing and

multiple interpretations that was so prevalent under the o0ld guidelines.

CHAPTER III

SPECIFIC PROGRAM REQUIREMENTS

The specifics of the Internal Control: Program includes a requirement
for the Army staff principals to insure that all future Army regulations
refer to internal controls and that each new or revised regulation
contain an internal control checklist. The most recent update does not
require the inclusion of the checklist in the basic regulation but rather
requires the development of the checklists for publication by the, Army
Internal Control Office (AICO). The checklists provided are intended to
be used by both the manager of a specific program and an appointed
internal control administrator for a periodic review of programs. These
reviews are intended to provide a double check to protect against fraud,

waste and abuse,

Beginning in 1988, an Army-wide Management Control Plan (MCP), DA Cir
11-87-7, dated 31 December 1987, provides a matrix that directs which

internal control review checklists are to be used to evaluate programs.
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This matrix extends over a five year period and is to be updated
annually. An extract from this circular is attached in Appendix 4.
There are about 250 checklists currently published or at the printers.
These checklists are now published in the 11 series of Department of the
Army circulars. The MPC provides the 45 tasks and 267 subtasks which
have been identified for evaluation by internal control checklists and
also identifies where these checklists can be found in Army
publications. As mentioned earlier, it also identifies the proponent
agency responsible for developing the checklists. An example of an
approved checklist is also included in Appendix 4. These are the only
checklists authorized to be used in evaluatihg a program since a
moratorium was imposed on all non-published checklists in February 1987.
Prior to that time, and under the provisipns of the 1985 version of the
regulation, MACOMS were encouraged to publish interim checklists for use

by subordinate units.l

Normally, the installation resource management office is charged with
overseeing the Internal Control Program for a post, camp, or station.
Obviously the commander is ultimately responsible for the implementation
of any Army program and he/she is specifically required to sign the
semiannual and annual reports which are forwarded through command
channels. Managers at all levels are required to comply with the
provisions of AR 11-2; however, the focus of the program appears to be
concentrated at the TOE Division and higher levels. This focus is more
clearly expressed in the most recent edition of the regulation.

13.
[oTommsse——mmes

All Points Bulletin, Information for the Finance and Accouting Network,
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Although the regulation does provide for specific requirements at the

Secretary of the Army level, the Army staff level, and the MACOM level;

the actual input for the semiannual and annual reports required by the

?ﬂ' public law and AR 11-2 starts at the installation, (post, camp, or

0

)

f ¥ station) level.

_y).'

AN

»

s In addition to performing the review of programs in accordances with
hC

@ the internal control review checklists, commanders are required to

y

1" provide both a semiannual and annual report through command channels on
N their internal control program. These reports are used as input for the
w .

Eg; Secretary of the Army's report to the Secretary of Defense and the

0..

)

;}h‘ President.

®

s ‘

o
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b CHAPTER IV

{

i INPUT FROM OTHER FIELD GRADE OFFICERS

".
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In an attempt to determine the status of the Internal Control Program

e

5f¥ in field units, I have taken advantage of the pool of former battalion
%é% commanders attending the Army War College by administering a

saA questionnaire to a sample of the current class. Almost all of the Army
S%E attendees have served in a variety of positions since 1982 that would
jti: require some knowledge about internal controls.
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The original concept on administering the questionnaire included the

requirement for input from majors who were attending the Command and

e

General Staff College at Fort Leavenworth, Kansas. However to accomplish
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X .
‘% this task would have required the approval of the questionnaire by the

)
;b Department of the Army and a considerable amount of time beyond that

)
kY . . . . .
{ avalilable for the preparation of this report. This limitation on the
‘: distribution might well have skewed the results since in many respects,
7: majors are directly involved in the day to day activities of program

‘\-

T management and represent a population that would have added significantly
1y

ﬁ _ to the demographics of the study.

R

N

L
( ' In describing the questionnaire and the mechanics of analysis, on the
N answers provided, I will first describe the instrument. The first

[

\

W section of the survey instrument was a series of questions designed to
[ . .

° determine the background of the respondents. I then provided a series of
'¢ questions that concentrated on térms associated with internal controls
1

3 and attempted to determine how respondents learned about the program. I
AN
{ then attempted to solicit opinions and feelings about the program from

- those who were familiar with any of the terms associated with internal
{& controls. The next section of the questionnaire was dedicated to those
~ who were not familiar with the program. I attempted to solicit opinions
O,

] from this group about their feelings on fraud, waste, and abuse as well
[ as their feelings about Army programs in general. The final series of

[}

; guestions were designed to be answered by all respondents and

Fr

[ concentrated on the specifics of the Internal Control Program. (A copy
;d of the questionnaire is attached as Appendix 2.) One hundred and five of
K

P the questionnaires were distributed to randomly selected members of the
N .

: class of 1988. [The questionnaires were sent out on 5 February with a
"

j suspense date of 10 February 1988.] As of 16 February, a total of fifty
<

’ six questionnaires were returned.
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An analysis of the responses is based on a comparison of the
demographics of the respondents to specific questions within the survey
instrument. I have attempted to test both the general awareness factor

and the specifics of the program that are required by Army Regulation

11-2. i
|
|

!

;3'!

a@ In an attempt to provide an overview of the responses to the

L ™)

gw_ questionnaire, I will provide both a written narrative and a summary of

survey results for each section of the questionnaire. A complete review

of the responses is provided in Appendix 3.

A
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fa ¥l

®

P o | _

‘ x Section 1- Demographics

e

\u Questions 1 through 5

3&

&

4

o

)

;§4 The demographics of the respondents can be found in the responses to

\!..

J questions 1 through 5. 1In answering question 1, forty-six (46) of the

' { respondents were LTC's while the remaining ten (10) were COL's. 1In

,?; answering question 2, 64% of the respondents indicated that their last

ey

. 'l

D assignment was battalion command. Again on question 3, the majority of
D L

W the respondents indicated that they were serving at battalion level,

-}'\

n while clearly 66% of the respondents last served in positions at brigade
!

® or lower level units. The answers to question 4 indicate that there was
*& a good cross section of types of units, where the respondents last

Y »

bq served; however, there was a distinct lack of respondents who indicated
‘H that they served in an installation level position. This is significant

! since the requirements of internal controls concentrate at TOE division
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level or higher and in most cases have a focal point at the installation

level. The answers to question 5 indicate that the respondents have had
a wide variety of assignments since 1982; however, the most significant
indications here was; no respondent indicated any resource management
experience. I could not find any corollary to previous jobs and

familiarity with the terms provided in question 6.

Summary of Results

Subject matter of Questions. Answers to Questions.
1. Current rank 10 COL'S 46 LTC'S
\( ) =
2. Last duty assignment 36 Command, 14 Staff, 4 Instructor,
2 Other
3. Unit level 32 Battalion, 9 MACOM, 5 Division,

4 Brigade, 6 Other.

4. Type unit Multiple (see Appendix 3)

5. Positions since 1982 Multiple (see Appendix 3)

17.
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A . . .
%ﬂ Section 2- Central question of this study.
1
RO Question 6
G,
"Ll
L
Y . . .
qg Question 6 1is the central focus of the entire questionnaire. It
RN
Caf
AL . . . . .
?ﬁg provides a series of terms and/or regulatory guidelines which are
;:5 associated with internal controls and asks respondents to indicate any
A
R terms with which they are familiar. Thirty-six (36) LTC's and eight (8)
L
4
;\t COL's indicated that they were familiar with one or more of the terms in
;h‘ this question. This represents 78% of the respondents having a
;§$ familiarity with some aspect of internal controls.
:fz '
o
;“ Summary of Results
TN
] ¢
T
L Subject matter of Question Answer to Question

A 6. Internal control terms Familiar: 36 LTC's, 8 COL's
AN .
}:} Not familiar: 10 LTC's, 2 COL's
ey
f
9{: Section 3- For respondents who are familiar with terms.
b ;
® Questions 7 through 12
o ;
o
[ ™)
QQ: Questions 7 through 12 were designed to find out how respondents
.
=
:“ first learned about internal controls and also attempts to establish how
ﬁﬁ the respondents feel about the program. The responses in this section
e
TS
fg indicate that the majority of the respondents learned about the program
o
Te through either a precommand course that they attended or from being
X . .
ﬁx assigned to a unit that had a big push on internal controls. Thirteen
i.
0‘l. 18,
™ ]
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o
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v
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(13) respondents indicated that they had in fact read AR 11-2., 1In reply
to question 8, the respondents provided a confusing split about which
segment of the Army was aware of internal controls. While a clear
majority indicated that field grade officers were aware of internal
controls, there was an almost equal feeling among respondents that few

Army officers or senior NCO's were aware of them.

In response to question 9, 75% of the respondents indicated that they
considered themselves to be familiar but not an expert on internal
control procedures. When asked to state how they felt about internal
controls in question 10, the three statements that received the majority
of responses are: a paperwork drill; (19); something we are already

doing; (14); and a program that €an make a difference; (14).

The answers to questions 11 and 12 were not particularly revealing.

Summary of Results

Subject matter of Questions Answers to Questions

7. How they became familiar 16 Precommand course

18 Big push in last unit

13 Had responsibility

13 Read AR

11 Other (see Appendix 3)

8. Description of awareness (see Appendix 3)

by Army personnel
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B
1

® A

o 9. Own knowledge of Internal Controls 33 Familiar

NN

“‘ -I
[0 11 Broad knowledge
A

.
gh‘
€'¢ 10. Feelings about Internal Controls 19 Paperwork drill
o :‘
1 14 Already doing

’.
,:. 14 Can make a difference
t )

o 13 Duplicates information
?\j 7 Other (see Appendix 3)
WY

g b
(\v 11. Level Internal Controls necessary Multiple (see Appendix 3)
)'\{
558
"‘j
'.4 12, Best way to collect data Multiple (see Appendix 3)
.'~
:;:: c

N

W
A ""-.

.~
e Section 4- For respondents who were not familiar with terms.
(
ASM Questions 13 through 30

.%\
\-.\
et
T Questions 13 through 30 were designed for those respondents who were
Ny not familiar with any of the terms in question 6. All of these questions
‘it
A dealt with fraud, waste, and abuse and attempted to solicit the

v

Nf

3& respondents feelings about the statements provided. A majority of the

[
.¢Q respondents provided responses which either agreed or strongly agreed to

W

e

i} thirteen (13) of the eighteen (18) staten2nts. There were only two (2)
)

jiﬂ of the statements with which the majority of the respondent disagreed.
A These were statements that indicated that the Army had more fraud, waste,
.ot
:«2 and abuse than other federal agencies and a statement that indicated

5£ observance of weekly occurrences of fraud, waste and abuse.
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the abreviations in

In the summary of results table which follows,

the "Answers to Questions”

(Uncertain), D (Disagree),

Subject matter of Questions

SA (Strongly Agree), A (Agree),

SD (Strongly Disagree).

Summary of Results

Answers to Questions

SsA A UNC D

13. Army has problem with fraud, waste

and abuse

14. Leadership is concerned

15. Army has more fraud, waste and

abuse

16. Generals are concerned

17. Field grades are concerned

18. Company grades are concerned

19. Internal controls are vital

20. Congress has right to know
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el SA A UNC D SD
21. Army tries to acccunt for
‘h' every nickel and dime 5 4 4

b 22. Army properly trains officers 4 4 5

iy 23. Army is better at identifying fraud, 10 3

y& waste and abuse

24. Army dreams up reports 3 4 3 3

Rt
Pl f. "‘-'uk'

8 o & oA

s

25. Weekly evidence of fraud, waste 1 2 7 3

@lFay

X

and abuse . - |

y
-

a
KA

26. Its impossible to keep up 1 7 4 1

P N TR X
[

C 2t
Pl

27. Junior officers are not well trained 1 7 3 2

a
-
PRl

‘ Vi
~ A

28. I was not always well trained 7 1 3 2

A

"l

e

29. IG's and Auditors help 1 8 1 1 2

L

30. Army has too many rules 1 5 4 3 ‘
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S Section 5- Army programs in general.
;‘ Questions 31 through 39
(.,
Y .
ot This section of the questionnaire included nine (9) questions to be
kh} answered by all respondents. They are general in nature and deal with
;?L several programs in the Army. While most of the questions do not deal
:': specifically with internal controls, they could have an impact on how

2 respondents feel about internal controls. Questions 31, 32 and 36 do

deal with internal controls but are general in nature.
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They are intended

A
ﬂﬁ to test the respondents feelings rather than their knowledge about the
o)
'’
N program. There is a wide divergence of opinion to the questions in this
‘! section. A majority of the respondents indicated that they felt that
e’ .
-, o - * .
;r property accountability was a paperwork drill and that personnel were not
AN
B, held accountable for sloppy practices or procedures. A clear majority
e
{\ also indicated that they felt Army regulations contained sufficient
o
N guidance to control resources. One other area that the majority of the
[) .)-'
LSl
0:2 respondents agreed on was gquestion 37. Forty-nine respondents indicated
6
:) that they agreed with the statement as presented.
H
i
J\.:
Wy Summary of Results
~
®
“!S
K Subject matter of Questions Answers to Questions
&
199
10
o SA A UNC SD
= 31. 1Internal controls are command 20 33 3
»4 .
... responsibility
o
@
K]
's:‘
2 32. Managers should be evaluated 12 28 9 6 1
5 .
‘k':: 5.
°
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)
b
N ‘,.;.r,;\(v POTATRTRS V. TS B



i SA A UNC D SD

akh 33. Property accountability is a

W paperwork drill 9 28 3 14 2
ﬁ§‘ 34. 1Individuals not held accountable 6 33 7 10

'. w
g%_ 35. Army regulations have sufficient

guidance 6 41 8 1

25 36. Army regulations should have

WA a checklist 3 24 16 11 2
s

535 37. Requirements should be contained

{“' in a single regulation 15 34 6 1
38. Training of managers 6 22 19 8 1

: 39. Programs that have little to do

4\ with primary mission 6 20 13 14 3

0 Section 6- Program specifics.

ot Questions 40 through 50

b 15 The final series of guections dealt with the gpecifics of
ATA requirements imposed by AR 11-2. The questions were drafted using the

:3& guidance contained in the 1985 version of the regulation and when

;§*
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s' written, the first seven questions as presented were true. The newest
?* update of the regulation has, however, changed some of the requirements
(f and does not address others. Specifically, the newest version changes

E the requirement on the frequency of use for internal control review
‘§§ checklists. These checklists are now used in accordance with the
Tl4 schedule included in Department of the Army Circular 11-87-7, instead of
%, every two years as indicated in question 45. The newest version of the
g?; regulation does not address the requirement for an internal control
(h statement to appear on the title page of all Army regulations. This
5‘ change eliminates the validity of answers to question 41.
i~

° The most revealing data in this section was that 50% of the
5?; respondents indicated that they ‘had been assigned duties which required
%{g some understanding of internal controls while only 26% indicated that
( > they had received any training on internal controls. It is also obvious
;:K that even though 78% indicated that they were familiar with the terms
;ﬁ associated with internal controls, the answers to the seven questions
%j that dealt with the specifics of the program did not support this
ﬁf contention. The answers to questions 40 through 46 clearly shows that a
:.' majority of the respondents were only able to answer three (3) of the
B
‘f seven (7) True/False questions correctly. Despite the fact that the
ig% answers to the questions have changed under the newest revision to the
;;g regulation, there is a clear indication that the respondents who
;' indicated that they were familiar with the program were in fact not

knowledgable of the requirements imposed under the previous edition.

Only one of the respondents was able to correctly answer all of the

o
Ly

Ty

<

questions dealing with the specifics of the requirements imposed by AR

11-2.
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The final table provides the results trom questions 40 through 50.

The first seven questions are true (T)/false (F) with an additional space

to indicate that the respondent did not know the answer (DK). The last

four questions require responses of "Have"(H), "Have Not"(HN),

"Would" (W), and "Would Not"(wWN).

Ssummary of Results

Questions 40 through 50

Subject matter of Questions Answers to Questions
T F DK
40. AR 11-2 is primary regulation 37 2 17
\C . =
41. Location of Internal Control 11 11 34
statements
42. Requirement for checklists 21 3 32
43. Requirement for evaluations 31 7 18
44, Requirements for reports 22 2 32
45. Frequency of use for checklists 16 2 38
46. 1Internal control categories 38 0 18
H HN W WN

47. Received training 15 41
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48. Appointed duties requiring

understanding of internal controls 28 28
b
L%
a2
“n .
&%: 49. Learned something 39 17
|
B
'.'l. .
’M\ 50. Would like to know more 35 21
o
W
L
( CHAPTER V
[
b CONCLUSIONS -
i
M
e Based on the fact that the first version of Army Regulation 11-2 was
M w . . _
e . . C
§p¢ published in 1983 with two subsequent editions coming out in 1985 and
405
ﬁﬁj 1987, it is clear that the Army has fulfilled its requirements to comply
el
H _ with the Department of Defense directive and the intent of the public law
.
Bt
> in establishing a program of internal controls. To some, the very
L.}':c'
zﬁ existence of these implementation instructions would answer the central

question of this paper; Has the Army fully Implemented Internal

S R
a8 e
%

Dl

Controls? From my standpoint, however, the question of "full

DS

implementation" comes more from an awareness factor on the part of those

.'.
[

who are required to carry forth the provisions of the regulation than the

AR
A2

mere existence of the regulation. The central theme of the survey

._.{

instrument I designed was to question the middle management of the Army

L %
N'I

on their awareness of the program.
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The raw data gathered in response to my questionnaire suggests that a
clear majority of the respondents, 78%, were at least familiar with terms |
associated with the program. There were however some disturbing trends |
uncovered in the data that suggests a lack of training for those who are
assigned duties that require an understanding of internal controls. As
stated earlier, 50% of the respondents indicated that they had been
assigned duties requiring an understanding of internal controls while
only 26% indicated that they had received any training for these duties.
When it comes to the specific requirements imposed by AR 11-2, only one

respondent was able to correctly answer the true/false questions

associated with these specifics.

The analysis of the raw datéjalso revealed that there was not a
representative sample of field grade officers who were assigned duties at
the installation level. This is significant when one realizes that the
bulk of the requirements imposed by the regulation are aimed at TOE
division level and higher and in most cases, concentrated at installation
level. The other aspect that is interesting has to do with the
conspicuous absence of any respondents with a resource management
background. Based on the number of questionnaires distributed, one would
think that at least one of the respondents would have had an assignment

in this discipline.

My conclusion from this study is that the Army has in fact fully
implemented internal controls but the education of the middle management
of the Army on the specifics of the program still has a way to go. The
newest version of Army Regulation 11-2 is by far more user friendly and
should help to clear up some ambiguities which were prevalent in earlier

28.
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@
S s . . .
Wy editions. The publication of a five year schedule for review of programs
o,
iﬂg will also reduce the confusion factor that has plagued the program in
)
)
{* recent years. The only real remaining question is how to train our
;5. middle managers in the specifics of the program.
oo
W
A
@
')
ahel
A CHAPTER VI
et
e RECOMMENDATIONS
ik
MK
o I am not suggesting that this has been a truly scientific approach in
LA '
g
s”: dealing with the internal controls and how they were implemented in the
b
=f} Army. I have simply scratched the surface with the fifty-six responses I
$&5 received to my questionnaire. HBased on the available population of field
]
A
a, grade officers, one would need over four hundred responses to gain a
e
{%-' confidence factor of plus or minus 5% on any trends identified. I do
;ﬁg; however think that the data gathered points to the need for a more
}. "
N ! in-depth look at how we have gone about publicizing the program and it is
Al
%; obvious to me that we need to do a better job of training our middle
f‘ managers who are appointed duties that require an understanding of
‘o)
) N’
:xﬁ internal controls.
D o
2
[
;qf ’ As indicated in the answers to the survey, the subject matter is in
~§
'jg fact gaining some attention in precommand courses. We might want to look
’ii at other courses and take advantage of the collection of middle managers
' ;: to spread the gospel on internal controls. Again the newest version of
r . the regulation will, by its own design, take some of the mystery out of
I . . : .
e internal controls. Simply reading the new regulation will provide
s managers the basic facts they need to operate the program. I do beleive
e
:'I‘ 29,
My
e
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that anyone who is assigned duties which require a knowledge of internal
controls should be afforded an opportunity to attend at least a four hour
block of instruction that provides a background and overview of the
program's requirements. The only other recommendation I have is to
administer a guestionnaire similar to the one I designed to the students
at the Command and General Staff College to see if the trends that I

identified hold true in that environment.
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APPENDIX 1

TERMS AND DEFINITIONS

The following terms and definitions apply to the Army's
implementation of internal controls. They are provided here as a point

of reference for discussions in the following sections.

Internal Control Review: A detailed examination of a system of internal

controls to determine whether adequate control measures exist and have

been properly implemented to prevent or detect the occurrence of errors

or irreqularities in a cost-effective manner. The review will document
«

the adequacy of control techniqués employéd to achieve control

objectives.

Internal Control Review Checklist: The method used to identify the
combination of internal controls required for a specific task or subtask
based on an evaluation by the HQDA functional proponent of the general
control environment, risk, control objective, and cost factors.
Assessable unit managers use this checklist in testing to ensure

specified internal controls are in place and working as intended.

Internal Control System: All the methods and measures used to achieve

the objectives of i..ternal control.

Internal Controls: The plan of organization and all of the methods and
measures adopted by management to provide reasonable assurance that the

objectives of the Integrity Act are met.
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Internal control administrator: The commander's representative and

Y
bt

keyperson for execution of the Army Internal Control Program.
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Assessable unit managers: Army managers with primary and direct

responsibility for accomplishing an Army subtask, normally at a garrison

AT

E?':' headquarters, TOE division, or separate TOE/TDA organization. These

é}? managers are responsible for day-to-day oversight of internal controls for
’ the subtask operation. <Civilian managers are generally always classified

f;% as supervisory personnel; military managers hold similar positions of

LE%E responsibility. They are responsible for implementing and sustaining

KA

':A internal controls prescribed in ARs and supplemental guidance.

g ‘

W

\\E: Task/subtask: Segmentation of Army functions to execute the Army Internal
a

Control Program.

g
ﬁx Two broad categories of internal controls encompass administrative and
accounting procedures.

B
) \,\'n"j
rﬂé a. Accounting controls relate to safegquarding assets and
A

NS )

® the reliability of financial reports as well as item accountability and
F performance measures.

>

-

hEY Y o ) ) ]

o b. Administrative controls apply to authorization of
,:3 transaction and events. They focus on program performance and on the
yoe economy, efficiency of operations.
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Headquarters, Depar:tmen:t of the Army
United States Army War College
Carlisle, Pennsylvania 17013

1l February 138%

To: See Distribution:

L. The purpose of this letter is to ask for your assistance in providing
information that will be used to develop data for use in my Military Studies
Project here at the U.S. Army War College.

2. I am asking 100 officers that have served in a variety of positions af
Battalion, Brigade, Division, and Corps level to answer questions which
pertain to the Army's effort to reduce fraud, waste, and abuse. The
guestions on the attached survey are very easy to answer and should not tax(
a significant amount of your valuable time. 'By filling out the survey, you:
will be assisting me in compiling information that may be used to evaluate q
program that has had past Congressional interest.

3. You are not required to sign or identify yourself on the question-
naire. The first section of therpurvey does ask about past assignments and
your background but this data can not be traced back to you personally. Thi
purpose, of these gquestions, is to group data for statistical analysis.
There are no trick questions on the survey and I would appreciate your cand
responses to all the questions that apply to you. If you would like to
expand an answer to any question beyond the space provided, feel free to us
the back of the gquestionnaire for that purpose. I only ask that you identi
your expanded answer with the question number on the back if you choose thi

option.

4. I look forward to your early response and thank you for taking the timl
and effort to fill out this survey. If at all possible, I would like to ha
the completed survey back by 10 Feb 1988 to allow time to compile the data
provided. Please return your responses to Box 259 through the mail room

distribution point.

Stanley F. Stanle
LTC SC
USAWC

Distribution:

Randomly selected Army Officers attending USA.C.
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THE FIRST FIVE QUESTIONS ARE DESIGNED TO DETERMINE THE BACKGROUND AND
CURRENT RANK OF RESPONDENTS.

1. What 1is your current rank? COoL , LTC , MAJ
2. What was your last duty assignment?

a. Commander d. Other

b. Staff Officer Please specify

c. Staff Principal

3 In what level of unit did you last serve?
a. DOD staff __ f. Battalion Command ___
b. MACOM sStaff __ g. Battalion Staff
c. Corps Staff ___ h. Other T
d. Division Staff Please specify
e. Brigade Staff _
4. In what type of unit did you last serve?
a. Armor __ e. Signal i. Infantry ___
b. Air Defense __ f. Ordinance j. School
c. Artillery _ g. Quartermaster ___ k. Other
d. Aviation ____ h. Intelligence __ Please specify_

. .
5. Since 1982, have you served in any'eof the following positions? Plea;
mark all positions held.

a. Battalion Level c. Division Level
S-1 __ Other _ G-1 Resource Mgr __
S-2 _ Please Specify G-2 ___ G-5 _ _
S-3 G-3 ___ Other
S-4 G-4 Please Specify _ |
b. Brigade Level d. Corps Level
S-1 ___  Other ___ G-1 _ Resource Mgr ___ |
-2 Please Specify G-2 __ G-5 __
S-3 G-3 ___ Other
S-4 G-4

Please Specify ﬁ

THE NEXT SERIES OF QUESTIONS HAVE TO DO WITH AN ARMY PROGRAM WHICH WAS
IMPLEMENTED IN 1982. PLEASE CIRCLE THE LETTER OF THE STATEMENT/S THAT BEST
DESCRIBE YOUR FEELINGS, OPINION, OR CHOICE. I

6. Have you ever heard any of the following terms? 1Indicate any/or all
terms you are familiar with.

The Budget and Accounting Procedures Act of 1950
Federal Managers' Financial Integrity Act of 1982
Public Law 97-255

OMB Circular A-123

Army Regulation 11-2

Internal Control Procedures

Internal Control Systems

None of the above

QMO QTR
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If£ you answered NONE OF THE ABOVE on question 6, go %o question S s

are familiar with any of the terms in question 6 continue with questions 7-1:

7. How did you become familiar with the term/terms in question 62 You -
nave more than one selection on this question.

a I learned about them in a precommand course.

b, I was responsible for providing input to my higher
neadquarters.

c. I ha@ responsibility for Internal Controls within my unit or s=a
section.

d I had occasion to read AR 1l1-2.

e. A friend told me about them.

f. My boss told me about them.

g. There was a big push on Internal Controls within my last uani=.

h. I was an IG or Auditor.

i. Other Please Specify

8. How would you describe the awareness of Internal Controls within arm
units? You may have more than one selection on this question.

a. Most Army Officers are aware of them.

b. Most Field Grade COfficers are aware of them.
c. Few Army Officers are aware of them.

d. Few Field Grade Officérs are aware of them.
e. Most senior NCO's are aware of them.

f. Few senior NCO's are aware of them.

9. How would you describe your own knowledge about Internal Control
procedures?

a. I am very knowledgeable.

b. I am familiar but not an expert.

c. I have a broad knowledge but very little experience with the
program.

10. How do you feel about Internal Controls?

a. Something we were already doing in the natural course of our
duties.

b. A paperwork drill without much substance.

c. A program that can make a difference if given Command Emphasis.
d. The program needs a couple more years to show any significant
benefit.

e, Will definitely have a positive influence on controlling fraud,
waste and abuse.

f. The requirements for reports on Internal controls duplicates
information already collected in other reports.

11. At what level are Internal Controls necessary?

a. Company level e. Corps level

b. Battalion level f. Installation level

c. Brigade level g. MACOM level

d. Division level h. All of the above
(2]
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12. What 15 the best way to collect data on Internal Controls?

a. ?avelthe IG and Auditors collect the data at Division and high
evels.

b. Have Commanders report through higher headquarters annually.

c. Have Commanders report through higher headquarters semi-
annually.

d. Report data through Staff elements to Division level then
consolidate and report through command channels.

e. Report data through Staff elements to Corps/Installation level
then consolidate and report through command channels.

£. Other Please specify.

THE FOLLOWING SECTION SHOULD BE COMPLETED BY THOSE WHO ANSWERED QUESTIO
WITH A RESPONSE OF "NONE OF THE ABOVE". RESPONDENTS WHO ANSWERED QUESTIONS
THROUGH 12, PLEASE GO TO QUESTION 31.

Background: Internal Control procedures are those procedures specified i
11-2, "Internal Control Systems", which brings the Army into compliance wit
DOD Directive, 5010.38, "Internal Management Control Program”, which in tur
brings the Department Of The Defense into compliance with OMB Circular No.
A-123 entitled "Internal Control System". All of these documents were
developed to bring the Executi Agencies of Government, to include the .
Department of Defense, into cozgfiance with Public Law 97-255 and the Feder
Managers' Financial Integrity Act of 1982. The basis for all of the previg
listed publications and laws was; The Budget and Accounting Procedures Act
1950 (31 U.s.C. 3512), which requires that each executive agency head estap
and maintain systems of accounting and internal controls. These systems my
conform to the principles, standards, and related requirements prescribed Y
the Controller General of the United States. Such systems are expected to
prevent fraud, waste, abuse, and mismanagement in Federal Government
operations.

Prior to 1982, the Department of Defense and several other Executive
Agencies were found to be less than adequate in complying with The Budget 4
Accounting Act of 1950. OMB Cir. A-123, DOD Dir. 5010.38, and AR l1-2 werd
developed to insure that the Army had procedures which would bring it into
compliance with Public Law.

Definition: 1Internal controls are those controls / procedures implemented
reduce the opportunity for individuals, or groups of individuals, to commif
fraud, allow waste, or abuse their position for personal gain. These
procedures can include simple security measures such as locking up pilferal
supplies, restricting access to storage areas, splitting responsibilities f{
requesting and receiving supplies or services, as well as, management
procedures which are implemented to insure that Government ecuipment, supp]
and personnel are properly utilized. There is also a requirement for unit{
managers to report the status of their, "Internal Control Procedures", thrq
channels to the Secretary of the Army who, in turn reports to the Secretar!
Defense. The Secretary of Defense includes a statement on the condition o
"Internal Controls" within the Defense Department as part of his budget

submission to the President and the Congress.

(3]
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BASED ON THE DISCUSSION AND DEFINITION PROVIDED ON PAGE 3, AS WELL AS Vo7
OWN PERSONAL EXPERIENCE, PLEASE INDICATE YOUR RESPONSES TO THE FOLLOWING
STATEMENTS. THE SCALE ASSOCIATED WITH THIS SECTION RANGES FROM 1 TO 5 AS
INDICATED BELOW. PLEASE CIRCLE THE NUMBER THAT BEST DESCRIBES YOUR FEELINGS
ABOUT THE FOLLOWING STATEMENTS.

Strongly Agree Agree Uncertain Disagree Strongly Disagree
1 2 3 4 ) I
|
13. The Unites States Army has a problem with Fraud, Waste and Abuse.
1 2 3 4 5,

14. The Army Leadership is concerned with Fraud , Waste, and Abuse.
1 2 3 4 5

15. The Army has more Fraud, Waste and Abuse than other Federal Agencies.
1 2 3 4 5

16. Flag Rank Officers (General Officers) are concerned about Fraud, Waste,

and Abuse. 1 2 3 4 5
17. Field Grade Officers have a genuine concern about Fraud, wWaste, and
Abuse. 1 2 3 4 5 )
ce ..
18. Company Grade Officers have a genuine concern about Fraud, Waste, and
Abuse. 1 2 3 4 5

19. Internal Controls are an important part of managing any organization.
1 2 3 4 5

20. Congress has a right to know how the Army conducts Internal Controls.
1 2 3 4 5

2l. The Army spends toc much time and effort trying to account for every
nickel and dime. 1 2 3 4 5

22. The Army properly trains its officers to manage resources.
1 2 3 4 5

23. The Army is getting better at identifying Fraud, Waste, and Abuse.
1 2 3 4 5

24. We spend too much time dreaming up reports to be sent up through
channels. 1 2 3 4 5

25. I see evidence of Fraud, wWaste, and Abuse at least once a week.
1l 2 3 4 5

26. There are so many programs with their own little rules, it's impossible
to keep up with all of them.
1 2 3 4 5

27. Our junior officers are not well trained in managing many of the prograr

they are responsible for.
1 2 3 4 5

}f\- e misY
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28. There are many programs that I have been responsible for zhac I was
properly trained to handle. 1 2 3 4 5

29. Command inspections, IG inspections and Audits help in identifying frau

waste and abuse. 1 2 3 4 5
30. The Army has too many different rules at all levels to enable a command
to properly manage programs. L1 2 3 4 5

THE NEXT SECTION SHOULD BE COMPLETED BY ALL RESPONDENTS. PLEASE CIRCLE
THE NUMBER THAT BEST DESCRIBES YOUR FEELINGS OR OPINION ON THE FOLLOWING
STATEMENTS.

Strongly Agree Agree Uncertain Disagree Strongly Disagree
1 2 3 4

31. Internal Controls are a natural extension of command responsibility at
all levels. 1 2 3. 4 5

32. Managers at all levels should be evaluated on their ability to control
fraud, waste, and abuse. 1 2 3 4 5

33. Too often accountability for Government property is a paperwork .drill.
1 2 .° 3 4 5

34. Too often individuals are not held accountable for sloppy practices or
procedures. 1 2 3 4 5

35. I feel that there is sufficient guidance in Army Regulations to properl
control resources. 1 2 3 4

36. Each Army Regulation should have a checklist of internal controls
necessary to properly evaluate the program/s covered by that regulation
1 2 3 4 5

37. A commander or manager should not have to go to more than one regulatio
to determine the requirements for the management of a program.
1 2 3 4 5

38. The Army does not spend enough time or effort in training the managers
programs in the specifics of program management.
1 2 3 4 5

39. One of the primary functions of an officer in today's Army is to report
on the status of various programs that have little to do with the prima
mission of the unit in which he/she serves.

1 2 3 4 5

¢ THE FINAL SECWION IS DESIGNED TO DETERMINE THE STATUS OF GENERAL KNOWLED

\l
> ABOUT THE ARMY'S "INTERNAL CONTROL PROGRAM" PLEASE MAKE A CHECKMARK OR AN "
*:' IN THE SPACES PROVIDED,

o (5]
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) 4). AR ll1-2 1s the primary regulation that governs Internal Control.

" True False I den't Know

KX

W 41. All Army Regulations will have an internal control statement shown on =-
x title page. True False I don't know

X _ - -

‘sh]
( 42. Proponents of programs are required to publish an internal control
o) checklist for use by system managers.
o True False I don't know ___
A
b 43. Performance related to internal control responsibilities will be raflece
) in civilian and military manager's performance standards, appraisals, and

N efficiency ratings.

. True False I don't know

e

" 44. There is a requirement for both a semiannual and annual feeder repor- £«
ﬁ internal controls. True False I don't know
W

45. Internal control checklists will be used to evaluate programs as

" frequently as circumstances warrant but not less than biennially

W True False I don't know

% 46. Internal control categories include both Accounting and Administrative
_ controls. True False I don't know

¢ 47. I have / have not received any training on Internal Contral
~ Procedures. -

L)
J 1]
}Q 48, I have / have not been appointed duties that required an
:N understanding of Internal Controls.
g 49. I have / have not learned any thing by filling out this survey fof
. 50. I would / would not like to know more about Internal Controls.
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RAW DATA FROM QUESTIONNAIRE RESPONSES
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The first five questions are designed to determine the background and
current rank of respondents. 1
|
1. what 1s your current rank? coL__ , LTC  , MAJ |
:"n 2. What was your last duty assignment? J
, a. Commander - . d. Other __ |
v b. Staff Officer /> Please specify . .- ‘ : !
:!“. c. Staff Principal - o b e, A A ‘
‘,) 3. In what level of unit were you serving? ‘
'-, a. DOD Staff 1 . Battalion Command .
0N b. MACOM Staff g. Battalion Staff _ _ |
fae c. Corps Staff _ h. Other :
Lol d. Division Staff Y Please specify |
{3‘ ‘ e. Brigade Staff 4 Lo L e - - 1
"‘-f.: 4 In what type of unit did you last serve?
o a. Armor _ 5~ e. Signal 3 i. Infantry =
f.«"-f) b. Air Defense 7 f. Ordinance _2_ j. School _ 7
o c. Artillery 2 g. Quartermaster | k. Other
N d. Aviation 2 h. Intelligence _ | Please specify - /
. A I N g 4l £.. "“""”“ = /”4.7' [ £ - - “
SRS l :
:::;::' S AN A C(J’-':c' oo k- L': '/ !r,) B ’-"/ﬁ"-"v
::'.f-:f 5. Since 1982, have you served in any of the following 9051t10ns° Please
4'_: mark all positions held.
¥ a. Battalion Level c. Division Level
‘ S-1 31 Other <(cp- 179 G-1 _Jj Resource Mgr
L S-2 1 Please Specify G-2 & G-5 __
¥ s-3 4 v =12 G-3 3 _ Other ___
oy -4 G-4 _y4 Please Specify s7v#-1L
Pt 5= 1 [P
L DL/ -rniic-l Ciop=
2 b. Brigade Level d. Corps Level
hix S-1 __ Other [ ,Trik- % G-1 __ Resource Mgr
15 S-2 ___ Please Specify G-2 __ G-5
i s-3 7 L), X2-/0 G-3 3 Other __
‘i S-4 G-4 | Please Specify
& Lpimo-t, 2,5t
.-. PIC At ger- Corps /Jr17-—7/ Chap- 1
'_‘.-{ The next series of questions have to do with an Army program which was
R : implemented in 1982.
M)
xf 6. Have you ever heard any of the following terms? 1Indicate any/or all
6 t2rms ycua ar= familiar with.
v.: a. The Budget and Accounting Procedures Act of 1950. _
'.‘,’- b. Federal Managers' Financial Integrity Act of 1982,
g c. Public Law 97-255 _
',:. d. OMB Circular A-123
> e. Army Regulation 11-2 _ - e
..-‘ f. Internal Control Procedures _ )
:..c: g. 1Internal Control Systems
.::,,: h. None of the above _
,','.’ ~
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yon answered NONE OF THE ABOVE on question 6, please go to question 13.
are familiar with any of the terms in guestion six please continue.

How did you become familiar with the term/terms in Juestion six?

{ a. L[ learned about them in a precommand course. /L

A A 5. I was responsible for providing input to my higher

-0 headjiarters.

ﬁiﬂ c. I nad responsibility for Internal Controls within my 2nit or staf
SO section. /2

oA d. I had occasion to read AR 11-2. 12

) e. A friend told me about them. -

o f. My boss told me about them. 7 .

: o g. There was a big push on Internal Controls within my last unit. X

N h. I was an IG or Auditor. Y —
pﬁz i. Other. __ Please Specify. J

it

Aol 8. How would you describe the awareness of Internal Controls within Army

’f%ﬁ anits? You may have more than one selection on this question. i

b )

1~2 wia. Most Army Officers are aware of them. ¢

bl LM T aunb. Most Field Grade Officers are aware of them. o

® M b - ¢, Few Army Officers are aware of them. 2/ )

fﬁ? e d. Few Field Grade Officers are aware of them. 9 |

*,S pfle. Most segior NCO's are aware of them. ¢ !

L;ﬁ ﬂu*,w4*(‘Jf7f. Few senior NCO's are aware of them. 22 |
AN <
,fb 9. How would you describe your own knowledge about Internal Control }

(? procedures? ;

AN

?&E a. I am very knowledgeable. |
Al b. I am familiar but not an expert. 22

Koo, c. I have a broad knowledge but very little experience with the

program. //

&):;

]
]

10. How do you feel about Internal Controls?

e
jd a. Something we were already doing in the natural course of our
ohe duties. ¢
ok b. A paperwork drill without much substance. /§
9 c. A program that can make a difference if given Command Emphasis. !
A;ﬁ d. The program needs a couple more years to show any significant
\n5e benefit. 3
o e. Will definitely have a positive influence on controlling fraud,
2 wast2 and abuse. Y
A . Th2 r2guirzements for raports on Internal coatrols durlicata2s
'.f informatzion already collected in otna2r reports. /2 '
lr'
5'.
:::' 11. 3% what leval are Int2rnal Controls necessary? 1
o,l'
,’:?s a. Company level. e. Corps level. //_
X b. Battalion level., & £ Installation level. 7
g, c. Brigade level. 7 g. MACOM level. 7
%@\ d Division level. 2 h. All of the above. 29
Ao
o (2]
e
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12. What is the best way to collect data on Internal Controls?

a. Hava the IG and Auditors collect the data at Division and higher
levels. 1)

b. Havz Commaniders report through higher headquarters annually. 7

c. Hava Commanders report tihroagh higher headquarters semi-

annaaiiy. {4

4. Re2vorsc data chrough Staff elements to Division level then
consoiidat2 and raport :1ro;gn command channels. 2

e. Repor: data through Staff slements to Corps/Installation level
tnen consolidate and report through command channels. 2

£. Other _  Please specify 2 Sl e . A e

The following questions should be answered by those who answered gquestion
number 6 with a response of "NONE OF THE ABOVE". Those who answered gquestions
7 through 12 please go to question number 31.

Background: Internal Control procedures are those procedures specified in AR
11-2, "Internal Control Systems", which brings the Army into compliance with
DOD Directive, 5010.38, "Internal Management Control Program", which in turn
brings the Department Of The Defense into compliance with OMB Circular No-
A-123 entitled "Internal Control System”. All‘'of these documents were
developed to bring the Executive Agencies of Government, to include the
Department of Defense, into compliance with Public Law 97-255 and the Federal
Managers' Financial Integrity Act of 1982. The basis for all of the previously
listed publications and laws was; The Budget and Accounting Procedures Act of
1950 (31 ©.S.C. 3312), which requirss that each executive agency head establish
and maintain system of accounting and internal control. These systems must
conform to the principles, standards, and related requirements prescribed by
the Controller General of the United States. Such systems are expected to help
prevent fraud, waste, abuse, and mismanagement in Federal Government
operations.

Prior to 1982, the Department of Defense and several other Executive
Agencies were found to be less than adequate in complying with The Budget and
Accounting Act of 1950. OMB Cir. A-123, DOD Dir. 5010.38, and AR 11-2 were
developed to insure that the Army had procedures which would bring it into
compliance with Public Law.

D=2finition: Internal controls are those controls / procedures implemented to
~2duc2 the ooportunity for individuals, or groups of individuals, to commit
“rardl, Allow wass2, or abusa2 their position for p=2rsonal gain. Thes2

25 2an 1acluade simple security measures such as locking up pilierabdl:

, r2s3tricting access to storage areas, splitting responsibilities for
ing and rece./ng supplies or services, as well as management procedures
arz laplemoaza2d fo iasure that Sovernment 2gquipment, suppnli=s and
czrsonnel ire proparly utilized. Thare is also a requirement for units
manag=rs to report the status of their, "Internal Control Procedures", through
channels to the Secretary of the Army who in turn reports to the Secretary of
Defense. The Secretary of Defense includes a statement on the condition of
"Internal Controls" within the Defense Department as part of his budget
submission to the President and the Congress.
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13.

20.

21.

22.

23.

24.

27.
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yOar
gJdestions ranges
best describes yoa

ollowing 18 gquestions. The scale associated with these
0 5 as indicated below. Please circle the number that

answers to th
- Al
IS L

e2lings about the following statements.

I22 Uncertain Disagr=e Strongly Disagr=se
2. 3. 4. 5.

The Unites States Army has a problem with Fraud, Waste and Abuse.
1 2 3 4 5,
. o . -

The Army Leadership is concerned with Fraud , Waste, and Abuse.
1 2 3 4 5

y L2

The Army has more Fraud, Waste and Abuse than other Federal Agencies.
1 2 3 4 5

-
Flag Rank Officers, (General Officers) are concerned about Fraud, Waste, ar
Abuse. 1 2 3 4 5

¢ 3
Field Grade Officers have a genuine concern about Fraud, Waste, and Abuse,
1 2 %, 4 5 -
2 7 e ) .
Company Grade Officers have a genuine concern about Fraud, Waste, and Abusg
1 2 3 4 5
L7 L oa
Internal Controls ares an intrical part of managing any organization.
1 2 3 4 5
92
Congress has a right to know how the Army conducts Internal Controls.
1 2 3 4 5
7 a2
The Army spends too much time and effort trying to account for every nicke
and dime. 1 2 3 4 5
s 4 o
The Army properly trains its officers to manage resources.
1 2 3 4 5
4y ¢ 5
The Army 1is getting better at identifying Fraud, Waste, and Abuse.
1 2 3 4 5

5 2
We spend too much time dreaming up reports to be sent up through
channels. 1 2 3 4 5
S ¢ 2 3
I s22 ovidence of Fraud, Wiaszz2, and Abuse at least once a weak.
1 2 3 4 5
b 702
Therc2 a2 30 many prodrams with thelr own little rales, it's Impossiple ¢
xeep up with all of them.
1 2 3 4 5
)7 ¢
Our junior officers are not well trained in managing many of the programs

they are responsible for.
1

(V8]
o
(9]




Ther=2 are many programs that I nave been r2sponsible for that T was not

proparly =Zrained to handle. 1 2 3 4 5
71 Q2 -

<5. <Command inspections, IG 1inspections and Audizs help in identifying fraad,
wasZ2 and abus=2, P B
i ? l / -

50 Th2 o Army m1s oo many Iifferant riles az all levels o e2naple 1 Jommantaer
fO Srog2rLs TANAFR2 DrDJrams. 2 3 1 =

T4 2

The next serles of Jguestions should be completed by all respondents. Pleass

vfﬁ circle tne number that best describes your feelings or opinion on the following
> statements,

oy
;ﬁj Strongly Agree Agree Uncertain Disagree Strongly Disagree
( 1. 2. 3. 4. 5.

N 31. Internal Controls are a natural extension of command responsibility at al
AN levels. 1 2 3 4 5
ER S

Sﬁ -~ 32. Managers at all levels should be evaluated on their ability to control
‘2 fraud, waste, and abuse. 1 2 3 4 5

e. /2 27 9 6 / -

~%2 33. Too often, accountability for Government,property is a paperwork drill.
:ﬂg 1 2 3 4 5

}:‘_. 9 e 3 1 -

j(: 34. Too often, individuals are not held accountable for sloppy practices or

- procedureas. 1 2 3 4 5
( .ol 7

o 35. 1 fe21 thaz there is sufficient guaidance in Army Regulations to propariy
v, control rasources. 1 2 3 4 5
& "y 7 !

36. Each Army Regulation should have a checklist of internal controls
necessary t©o properly evaluate the program/s covered by that regulation.
1 2 3 4 5
3 C 4 A " 2
37. A commander or manager should not have to go to more than one regulation
to determine the requirements for the management of a program.

&?:‘-'Ur '.';':5,'

A

1 2 3 4 5

A 15 3¢ 6 /
f!p 38. The Army does not spend enough time or effort in training the managers of
it;: orograms in tne specifics of program management.
N 1 2 3 4 5
O A ax /9 4 /
DN 33, Dne of =he orimary functions of an officer in today's Army 15 L2 report Of
P N Tocrasions Too3sats o Zhan fave Littis oo 3o vl the oo :
.: TL23l2n 0] T 1ML 1n wnlch e she s2rves.
et N 2 3 4 5

(A o
B ¢ a3y
1"5
ﬁwﬂ Tn2 J1inal s2ries of guestlions are designed to determine tne stactas of general
'6' <nowledge about the Army's Internal Control Program.
o
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40. AR 11-2 is the primary regulation that governs Internal Control.

True 2 False _& I don't know /7
4l. All Army Regulations will have an interaal control statement shown on the
zitle page. Truve 4 False // I don't know ¢
32 Proron=nts oI £rograms ara2 reguirad to publish an internal control
cn2cklist for us2 Dy Sys3Cam managers

True 2/ False 2 I don't know
43. Performance r2iated to internal control responsibilities will be reflected

in civilian and military manager's performance standards, appraisals, and
efficiency ratings.

True 2/ False 7/ I don't know /7

44. There is a requirement for both a semiannual and annual feeder report for

internal controls. True 22 False A I don't know 2z

45. 1Internal control checklists will be used to evaluate programs as
frequently as circumstances warrant but not less:than biennially
True _» False < I don't know 2%

46. Internal control categories include both Accounting and Administrative
controls. True 27 False I don't know /72
c
v

“47. I /5 have / ¢' have not received any training on Internal Control

Procedures.

48. I 24 have / 27 have not been appointed duties that required an
understanding of Internal Controls.

49. I _ " nave / ;7 have not learned any thing by filling out this survey form.

50, I Jilwould / 4l would not like to know more about Internal Controls.

(6]
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3& Extracts from: DA Cir. 11-87-2 and DA Cir. 11-87-7
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AR 350-15 ICR Checklist, page 2 ot 3

Response: YES____ NO_ NA__

Remarks:

2. Are DA Forms 705 maintained on every
soldier? .

Response: YES NO. NA

Remarks: !

3. Are soldiers who fail the test retested per
AR 350-15, and are personne! records anno-
tated appropriately?

NO__

Response: YES_____ NA

Remarks: '

4. Are soldiers 40 and over obtaining cardio-
vascular screening clearance and taking/pass-
ing the APFT?

NO__

Response: YES____ NA___

Remarks: '

EVENT CYCLE 4: Special Physical Fitness
Training Programs

Step: Design and conduct special programs.

Risk: Inappropriate leveis of fithess or soldier
abuse for failure to meet standards could
resuit.

Control Objective: Special training programs
are designed for soldiers unable to meet Army
or unit physical fitness standards.

Control Technique: Reflect conditioning
methods for soldiers who have difficulty meet-
ing standards in unit or individual training
programs.

Test Question:

1. Does the unit commander or supervisor set
goals or standards related to the unit mission?
NO___

Response: YES_____ NA____

Remarka: '

2. Does the unit training program take into ac-
count the physiological capabilities/difterences
between men and women, if appropriate?

' hubeimdtiind il r\'vm'vnnvr-tnln‘ﬂ‘nmml mlﬂm

Response: YES_____
Remarks: '

NO___ NA____

3. Are special programs in effect for soidiers
failing to meet standards which focus on the
individual’s weakness?

NO___

Response: YES_ NA____

Remarks: '

4. Are special physical fitness programs sepa-
rate and distinct from weight control programs?
NO.

Response: YES NA

Remarks: !

5. Are special programs positive/reinforcing
and not punitive in nature?
Response: Y§S_ N

NA___
Remarks: ! .

!

EVENT CYCLE 5: Incentives and Corrective
Action

Step: Establish incentives and unit physical fit-
ness objectives related to ARTEP or wartime
missions.

Risk: Lack of incentives or objectives may de-
grade physical readiness of soldiers.

Control Objective: Current guidance is re-
flected in unit programs.

Control Technique: Design unit program per
AR 350-15.

Test Question:
1. Does commander establish umt physccal fit-
ness objectives?

NO___

Response: YES____ NA____

Remarks: '

2. Are soldiers commended for scores above
270 and for scores of 300 on the APFT?
NA____

Rnponu. YES____ NO___

Remarks:

3. Is the Army badge for physical fitness excel-
lence awarded for scores above 290 on the

TR WV RO WP SO RO WY S SO Y S WY 3 e

APFT if soldiers also meet weight contro!
standards?

Reoponu YES ___
Remarks: '

NO___ NA

4. Are trainees or students who fail to meet
minimum standards enroffed in special fitness
programs?

Reaponu YES___
Remarks: '

NO____ NA

5. Are soldiers in protfessional deveiopment
courses of 56 days or longer who do not meet
minimum APFT standards before graduation
designated nongraduates and is this fact noted
in final academic reports per AR 350~15, para-
graph 12¢?

NO____

Response: YES___ NA__ _

Remarks: !

6. Ara soldiers without profiles who fail to meet
minimum APFT standards flagged per AR
600-31, paragraph 5a(14) and (15)?

NO__

Response: YES____ NA____

Remarks: '

7. Are soldiers without profiles who fail to meet
minimum APFT standards and display no
progress considered for separation per AR
635-100 (officers) or AR 635-200 (enlisted
members)?

Rosponse- YES_. NO_ NA
Remarks: '
EVENT CYCLE 6: Safety

Step: Prevent injuries during physical training.

Risk: Lack of safety awareness could result in
injury or death.

Control Objective: Injuries as a result of phys-
ical training are presented.

Control Technique: include safety factors in
physical training.

Test Question:

1. Do trainers know symptoms indicating that a
soldier's limits have been reached or
exceeded?

3 JULY 1987 UPDATE ¢ DA CIRCULAR 11-87-2
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