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TAB A 

DESCRIPTION OF THE CONCEPT OF REASONABLE ASSURANCE AND HOW THE 
EVALUATION WAS CONDUCTED 

 
The Defense Commissary Agency (DeCA) senior management evaluated the system of internal 
accounting and administrative controls in effect during the fiscal year as of the date of this 
memorandum, according to the guidance in Office of Management and Budget (OMB) Circular 
No. A-123, “Management’s Responsibility for Internal Control,” December 21, 2004.  The OMB 
guidelines were issued in conjunction with the Comptroller General of the United States as 
required by the Federal Managers’ Financial Integrity Act (FMFIA) of 1982.  Included is an 
evaluation of whether the system of internal accounting and administrative control for DeCA is 
in compliance with standards prescribed by the Comptroller General. 
 
The objectives of the system of internal accounting and administrative control of DeCA are to 
provide reasonable assurance that: 
 

• The obligations and costs are in compliance with applicable law; 
 

• Funds, property, and other assets are safeguarded against waste, loss, unauthorized use, 
or misappropriation; and 
 

• Revenues and expenditures applicable to Agency operations are properly recorded and 
accounted for to permit the preparation of reliable accounting, financial statistical reports, 
and to maintain accountability over the assets. 

 
The evaluation of internal controls extends to every responsibility and activity undertaken by 
DeCA and applies to program, administrative, and operational controls.  Furthermore, the 
concept of reasonable assurance recognizes that:  (1) the cost of internal controls should not 
exceed the benefits expected to be derived and (2) the benefits include reducing the risk 
associated with failing to achieve the stated objectives.  Moreover, errors or irregularities may 
occur and not be detected because of inherent limitations in any system of internal accounting 
and administrative control, including those limitations resulting from resource constraints, 
congressional restrictions, and other factors.  Finally, projection of any system evaluation to 
future periods is subject to risk that procedures may be inadequate because of changes in 
conditions, or that the degree of compliance with procedures may deteriorate.  Therefore, this 
statement of reasonable assurance is provided within the limits of the preceding description. 
 
DeCA evaluated the system of internal management controls in accordance with the guidelines 
identified above.  The results indicate that the system of internal accounting and administrative 
control of DeCA in effect during the Fiscal Year (FY) 2010 as of the date of this memorandum, 
taken as a whole, complies with the requirement to provide reasonable assurance that the above 
mentioned objectives were achieved.  This position on reasonable assurance is within the limits 
described in the preceding paragraph. 
 



 

 3 

For the eighth straight year, DeCA received a clean opinion on its financial statements from an 
independent public accounting (IPA) firm.  The consolidated financial statements were, in the 
auditor’s opinion, fairly presented, free of material misstatements, and prepared in accordance 
with generally accepted accounting principles, consistently applied.  In connection with their 
audit, the IPA considered DeCA’s internal control over financial reporting and performance 
measures and tested DeCA’s compliance with certain provisions of applicable laws, regulations, 
and contracts that could have had a direct and material effect on the financial statements being 
audited. 
 
DeCA evaluated its system of internal accounting and administrative control using the following 
process for conducting the evaluation. 
 

 
Internal Control Program Execution 

DeCA’s approach in FY 2010 has been to continue building on our successful implementation of 
the OMB A-123, Appendix A.  We leveraged common business process management and 
aligned the financial and nonfinancial processes to mirror one another adopting the Appendix A 
deliverable model to fit our overall organizational needs.  DeCA is able to give the same level of 
reasonable assurance to the Secretary of Defense with greater specificity, management 
involvement, and accuracy. 
 
Our results continue to be extremely satisfying as we expand documentation of our key business 
processes.  We have 15 assessable unit managers (AUM) who have implemented the 
methodology for their respective business operations.  
 
Our engaged Senior Assessment Team’s (SAT) oversight ensures the appropriate amount of 
attention to the program and its goals.  The SAT is chaired by the Chief Financial Executive, and 
staffed by functional process owners from each of our directorates, and deputy directors from 
each of our three regions. 
 

 
New Assessable Units 

Our Assessable units are aligned with our corporate organization.  Since our primary goal has 
been to emulate the Appendix A process, for internal controls over nonfinancial operations 
(ICONO) we needed a system focused on an end product or key output in place of the Appendix 
A method where key processes are defined by a financial statements materiality threshold.  
Assessable units are identified at Figure 1. 
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Figure 1:  Assessable Units 
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DFAS and DLA Partnerships 

DeCA works with Agency external partners to identify and resolve internal control weaknesses 
throughout the year.  Defense Financial Accounting Service (DFAS) and Defense Logistics 
Agency (DLA) both are key partnerships for DeCA.  DFAS pays our bills and DLA provides 
personnel services.  DFAS has been engaged in our internal control program since Appendix A 
was implemented.  A DFAS representative sits on our SAT and coordinates on DFAS internal 
control issues.  DFAS internal control testing data is communicated to DeCA and is submitted as 
part of DeCA’s Financial Improvement and Audit Readiness (FIAR) reporting.  DLA began 
providing human resource (HR) services to DeCA in FY 2009.  DeCA partnered with DLA to 
implement the Appendix A methodology at DLA.  The Appendix A methodology was 
implemented in September 2009 for the following DLA business processes:  hiring (Delegated 
Examining Unit and Merit), separations, Official Personnel Files (OPF), and awards.  The 
Managers’ Internal Control Program (MIC) staff working with DeCA and DLA HR staffs to 
develop narratives, flowcharts, risk analysis, test plans and testing was completed in May 2010.  
DLA test results were correlated to audit readiness because DLA’s processes are also tested by 
DeCA’s external auditor to determine compliance with applicable laws and regulations as part of 
our financial statement audit.   
 

 
Assessment Process/Continuous Process Improvement (CPI) 

The MIC program follows the same methodology as Appendix A with the Flowchart and 
Narrative, the Risk Analysis, the Test Plan, the Control Analysis, and the Corrective Action Plan 
(CAP) of each process.  Each deliverable is progressive building upon the previous one to create 
one comprehensive body of documentation.  Once a process is defined, our process has matured 
beyond examining those controls in a vacuum of operational risk.  We firmly believe that to 
clearly understand the role and effectiveness of any given internal control, an organization must 
be able to view those controls in the larger context of CPI which allows each AUM to assess 
controls within the larger framework of accomplishing their mission more efficiently and 
effectively.  The Appendix A methodology was implemented 5 years ago and each year AUMs 
reevaluate each business process to determine if clarifications or corrections are needed.  This 
methodology is a continuous process improvement for DeCA.  DeCA has taken the next 
evolutionary step to utilize Lean Six Sigma (L6S) help to correct ineffective controls.   
 

 

DeCA’s Continuous Process Improvement/Lean Six Sigma (CPI/L6S) Program and Managers’ 
Internal Controls Program (MIC)  

DeCA has taken strides to integrate the CPI/L6S program with the MIC program.  Once 
ineffective controls are noted, the managers are required to develop a corrective action plan and 
report progress to the SAT.  At this point, the manager in coordination with the CPI/L6S and 
MIC program managers, should determine if this deficiency would qualify as a greenbelt  
project.  If so, a greenbelt in the functional area would be assigned.  The belts are trained to find 
the root cause of the problem and will utilize the L6S tools to ensure a solution is developed, 
implemented, and sustained.  At Figure 2 is an example of a resource management project 
developed by one of the MIC greenbelts focusing on Military Interdepartmental Purchase 
Requests (MIPR) process.  The greenbelt problem statement noted 100 percent of the 
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Information Technology (IT) MIPRs were missing one or more required data elements.  These 
defects prevent close-out and result in rework and added research.  The scope of the project was 
FY 2009 IT DWCF (Defense Working Capital Fund) MIPRs for DeCA (processed through 
DITCO).  The sample size for this project was 30 MIPRs.  Each MIPR was missing at least 4 of 
the required data elements.  Results derived from the GB project provided users with a training 
package which included the original OMB Memorandum, the Treasury Financial Manual, a letter 
from DeCA’s Chief Financial Executive (CFE), a MIPR process checklist, and an example of a 
compliant MIPR.  The FY 2010 MIPRs are currently in compliance and are checked periodically 
to ensure compliance is sustained.  This project helped to identify the controls that needed to be 
tested and verified in order to be compliant with OMB Treasury Guidelines and also helped 
DeCA maintain audit readiness goals.  Successful L6S projects correlating to ineffective controls 
in FY 2009 and FY 2010 include: 
  

• BB - Far East Vendor Credit Memorandum (VCM) Project  
• BB and GB - Distributor VCMs 
• BB - System Access DeCA Form 35-1 Process 
• GB - MIPR Process 
• GB - ClearQuest Requirements Processing 
• GB - Contract Closeout Process 
• GB - Reduce Incomplete Data Elements in MIPR Package 
• GB - Streamlining Compliance of the Internal Controls Program 

 
 
 

 
 

 
 

Figure 2:  Lean 6 Sigma Greenbelt Deck 
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DeCA’s Assessment of Acquisition Functions 

DeCA’s Contracting Directorate manages a worldwide contracting program in support of the 
DeCA commissary system.  They provide contracting support for supplies, services and revenue 
generating agreements, and automation support for all contracting systems.  Further the 
Contracting Directorate provides guidance and oversight for all DeCA contracting offices using 
delegated authorities and develops procedures and policy implementation guidance.  The 
contracting program utilizes the Appendix A methodology to mitigate risk in its key business 
processes.  The Contracting directorate reviewed the Guidance on the Assessment of Acquisition 
Functions under Office of Management and Budget (OMB) Circular A-123 dated April 6, 2009, 
to determine how this guidance was to be integrated in the internal control review of contracting 
with the existing internal control assessment and the annual Statement of Assurance reporting 
process for FY 2010.  The Contracting team reviewed the template and focused on the following 
cornerstones for risk mitigation:  Organizational Alignment and Leadership, Policies and 
Processes, Human Capital, and Management and Stewardship.  They evaluated their control 
environment, completed risk assessments for control activities and established monitoring 
priorities to mitigate risk within the DeCA Contracting community.  Critical to risk mitigation in 
the Contracting process is peer review via Internal Annual Procurement Management Review 
and Contract Review Board (CRB) checklist of evaluation.  Coordination with Resource 
Management Directorate, Chief Information Officer, and Directorate of Performance and Policy 
are among the functional areas that Contracting interacts with daily to mitigate risk and align 
with DeCA’s strategic goals and objectives. 
 

 

Federal Financial Management Improvement Act (FFMIA), Internal Control over Financial 
Systems  

DeCA’s financial management systems do not substantially comply with federal financial 
management systems requirements and the United States Standard General ledger at the 
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transaction level.  DeCA continues to exceed compliance requirements by implementing a series 
of compensating controls that have met and exceeded the external auditors (KPMG) auditing 
requirements; in fact, the information technology deficiency noted in previous audit years was 
removed in FY 2009.  To ensure compliance with FFMIA, DeCA, jointly with the DoD, is 
actively working on improving the business system DoD wide.  The Defense Agencies Initiative 
(DAI) is a standardized system solution to transform the budget, finance, and accounting 
operations of Defense Agencies.  DAI is an Oracle based Enterprise Resource Planning (ERP) 
system that will consist of common processes and data standards for business functions with 
budget execution:  procure to pay, order to fulfill, acquire to retire, budget to report, cost 
accounting, grants accounting, time and attendance, and resale accounting.  DAI Global Model 
provides about an 80 percent solution for DeCA.  DeCA will be responsible for developing and 
deploying DeCA unique requirements.  Using this DAI Model will significantly reduce 
development costs and mitigate risks to DeCA.  The remaining 20 percent solution for DeCA 
requirements will be delivered through DeCA unique configuration, business reengineering, 
reports, interfaces, conversions, and extensions or newly developed and bolted on applications.  
Deployment plans are to implement this Global Model to 27 Defense Agencies over a phased 
approach through FY 2015.  Illustrated below is the DAI schedule for deployment.  
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American Recovery and Reinvestment Act (ARRA) Reporting 

DeCA completed the ARRA risk mitigation assessment:  Deliverable #1, Risk Assessment; 
Deliverable #2, ARRA Profile; and Deliverable #3, Risk Mitigation December 2009.  Continual 
risk mitigation is accomplished and reported for ARRA funds quarterly through the DeCA SAT 
to OSD Risk Management of the Recovery Act manager.  DeCA’s ARRA funds are part of 
TAFS Code 97-501 which includes both Military Construction (MILCON) and Energy 
Conservation Investment Program (ECIP).  ARRA funds were issued to DeCA for the United 
States Air Force Academy Commissary Energy Conservation Upgrade project.   
 

 
Store Level Testing of Internal Controls 

Appendix A methodology for internal controls over nonfinancial operations (ICONO) was 
implemented within the commissaries in FY 2010.  The MIC staff provided face-to-face training 
for zone managers and gathered test results that pinpointed corrective actions for commissaries.  
No material weaknesses were identified.  The MIC staff along with zone managers tested 34 
internal controls at 27 different locations.  Between February 2 and May 20, 2010, 891 tests were 
accomplished and 92 corrective actions were implemented and presented to the Senior 
Assessment Team (SAT).  Figure 6 shows an example of the test template developed by the MIC 
staff and a zone manager workgroup.  Questions were drawn from the Commissary Compliance 
Inspection (CCI) checklist that provided the zone managers the best opportunity to document 
testing of internal controls and identify corrective actions prior to inspection.  Preparing for audit 
is a primary focus for store level as well as all of DeCA.  The Inspector General performs 
approximately 15 percent to 20 percent inspections at store level during the fiscal year.  The 
scores obtained from IG inspection are reported as part of DeCA’s Balanced Scorecard (BSC).  
In FY 2011, internal controls will be a standalone performance metric for the BSC.  In 
conjunction, both metrics are reported to provide DoD with statistical data that identifies the 
operational effectiveness and efficiency for the Defense Commissary Agency.  The Appendix A 
methodology continues to be the instrument utilized to determine operational efficiency and 
effectiveness. 
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Flowcharts and Narratives 

In order to effectively define the key controls within a process, you must have a clear picture of 
that process, at least at a high functional level.  The flowcharts document the key steps and 
decisions in each process and clearly define each of the steps that are key control points.  
Accompanying each flowchart is a process narrative.  The narrative process draws a parallel 
from the bullets contained in the process steps of the flowchart.  Taken together, the flowcharts 
and the narratives give us an unprecedented view not only of the key business processes, but the 
key controls within those processes that help to ensure the tenants of internal control are adhered 
to.  Process owners were asked to expand their narratives in FY 2009 and FY 2010 to include the 
identification of reference guidance and a strategic link to our strategic goals.  It was felt that 
providing reference source would allow for greater clarity for compliance issues and a strategic 
link would help strategically align and prioritize our mission objectives.  Figure 3 is an example 
of our flowchart for the business processes for Product Support Pricing followed by its 
accompanying narrative.  The Appendix A methodology is utilized in risk mitigation for the 
Agency in pricing compliance at store level. 
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Figure 3:  Pricing Flowchart & Narrative 
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Risk Analysis 

Once the flowcharts and the narratives have been completed, we then begin defining the risks 
and controls at each of the control points.  Figure 4 shows the first part of the analysis, which 
evaluates the risk absent the controls or inherent risk.  This evaluation uses two very distinct 
measures, likelihood and impact.  Both measures are evaluated on a scale of 1 to 5, with 1 being 
the lowest, 5 the highest.  A mathematical combination of these two numbers automatically 
populates the field defining the inherent risk level.  In the DeCA system, we evaluate risk in a 
purely binary system of either high or low risk.  Under the old checklist system, significant time 
and energy was expended on the evaluation of internal controls that were not central to ensuring 
the efficiency and effectiveness of DeCA operations and were rarely specific to a business 
process.   
 
Under the new system, managers must identify the most significant risks to the successful 
completion of that unit’s mission at each of the control points defined on their flowcharts.  This 
has had the effect of both reducing the scope of the activities that had to be investigated and 
focusing our efforts and resources on the most significant of our operational risks. 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 4:  Evaluating Inherent Risk 

This process has also had the added benefit of 
forcing managers to think very critically about 
their operations and what events can cause 
their efficiency or effectiveness to break down. 
Once the inherent risk level is evaluated, the 
managers must then identify the key internal 
controls that mitigate those risks.  We have 
established a formula for the definition of an  
internal control, shown in Figure 5. 

Figure 5:  Internal Control Formula 

HOW OFTEN  (daily, weekly, etc.) 
WHO               (position title?) 
DOES WHAT  (compares, reviews, etc.) 
TO WHAT      (document, checklist, etc.) 
TO ENSURE  (accuracy, proper 
authorization, etc.) 
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Defining the internal controls currently in place is one of the most important parts of the 
evaluation system.  In figure 5 you will see several examples of how the internal control template 
is applied to different controls.  The managers then evaluate whether the internal control is 
adequately designed or adequately mitigates the stated risk, establishing a control risk level 
(either high or low).  If the manager knows that a particular control is not working, the manager 
will state that the internal control currently in place has a high control risk.  If a high control risk 
is found during the evaluation, the manager will be responsible for initiating a Corrective Action 
Plan (CAP) (see figure 9) instead of testing the control.  This process eliminates the need for 
excessive testing when the manager already knows there is a control deficiency.  For those 
controls that management rates with a low control risk, they will then identify the test method 
they will employ to verify that the control is working effectively.  A completed risk analysis for 
the control points listed in the flowchart on page 12 can be seen in Figure 6. 
 
 
 

 
 

 
Test Plan 

During the test plan phase a detailed test description is formulated before completing the 
documentation and testing of controls (Figure 7).  As mentioned earlier in the continuous 
process improvement section of this document, MIC staff and zone managers completed 891 
tests at store level in the 2nd and 3rd quarters of FY 2010.  The test plan was developed by a group 
of zone managers and MIC staff to determine store level testing requirements.  Critical questions 
were culled from the IG CCI checklist to pinpoint areas that the zone managers felt would be the 
most beneficial for them to test as they visited the stores.  DeCA Manual 70-2.3 was developed 
to provide explicit guidance on how to conduct the testing and how often the test data would be 
reported to the MIC program.  Each zone manager is required to test three stores per year, one 
per quarter beginning in 2nd quarter of the FY.  The 1st quarter of the FY is a busy time for DeCA 
commissaries with holidays and celebrations sales.  We ask our zone managers not to test during 
this time so that our focus can be on our mission – “Deliver a Premier Commissary Benefit to 
the Armed Services Community.”  Additional tests may be accomplished as zone managers 
deem necessary throughout their zone of responsibilities; in fact some zone managers have 
already accomplished follow up testing at stores tested earlier in the year.  The testing tool or 

Figure 6:  Complete Risk Analysis 
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template is utilized as a source document to test internal controls at store level and prepare for 
audit and inspection.  The data collected during the 2nd and 3rd quarters this FY provided insight 
into areas that needed closer scrutiny by stores and identified business processes that needed 
corrective action.  If needed, test plans are reviewed and revised as the testing phase progresses 
and new information becomes available.  The test plan sets the parameters for how tests are 
accomplished. 
 

 
 
 

 
Control Analysis 

The next step in the Appendix A process is the control analysis, the results from testing of the 
effectiveness of internal controls.  Figure 8 below is an example of a completed Control 
Analysis by zone manager testing accomplished in FY 2010.  The risks and controls from the 
Risk Analysis are mapped to the Control Analysis.  In most instances, the template provided to 
the process owners is completed and returned to the MIC program for documentation of test 
results.  Control analysis is posted to the MIC SharePoint to provide a central data base location 
for all MIC program documentation 
(https://moss.apps.deca.mil/function/administrative/budget/A123/default.aspx) 
 

Figure 7– Zone Managers’ Test Plan 
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For controls that have been tested by another DeCA entity, such as the IG, Internal Audit, or our 
external auditors, the results from those findings may be used instead of having to complete a 

Figure 8:  Control Analysis –  
Zone Manager Testing 
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redundant test.  The goal of the templates provided is to integrate all information available from 
entities conducting testing in the Agency, augmented by the additional tests conducted by 
management, to give a comprehensive picture of the state of each assessable unit's internal 
controls. 
 

 
Corrective Action Plans (CAP) 

Once a control deficiency has been discovered, either in the risk analysis phase or as the result of 
a control failing its operation test, the implementation of a CAP is mandatory.  In our experience, 
the solution of a problem can often take on a life of its own absent strict standards for resolution.  
DeCA will be using precisely the same CAP format for our overall program as we use in 
Appendix A.  The example provided (see Figure 9) is one of the corrective actions we 
implemented for store level personnel file review, customer service department, and the meat 
department. 
 

The CAP requires the AUM responsible for the control deficiency to establish: 
 
• An individual responsible for the area where the deficiencies were found; 
• A detailed plan to correct the deficiency; 
• Milestones and a projected completion date; and 
• Status of the solution at each milestone. 

 
The absence of one of these four factors leads to failure when attempting to correct problems.  In 
addition to the responsible manager reporting the status of the solution to the AUM, the AUM 
must also keep the Senior Assessment Team apprised of their progress.  This level of reporting 
and accountability creates visibility of an issue to our senior managers that was often lacking in 
the former paradigm. 
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Training 

The training of managers and the Agency as a whole is extremely important to the DoD 
Managers’ Internal Control Program.  In order to reach all employees, the MIC manager in 
coordination with the Corporate Communications Directorate developed a training video that 
facilitated a greater understanding of the program and led the way for a new culture of thinking.  
The Agency continues to utilize the training video established in 2009 as part of the MIC training 
for all DeCA employees in FY 2010.  Employees complete the online training as part of their 
mandatory training requirements which reemphasizes their role in internal controls and helps to 
support a new culture of thinking. 
 
MIC staff developed and piloted a training module for DeCA’s store directors course in FY 
2010.  The learning objective for this module was for store directors to “know their role in 
internal controls.”  Performance steps included:  (1) Introduction to Appendix A methodology, 
(2) Define how this methodology may be used in process improvement, (3) Identify what role the 
store director has in providing leadership to department managers and store employees 
concerning internal controls identification and testing, and (4) Assist staff in testing and 
documenting compliance.  This store director training, offered by the Workforce Development 
Directorate three to five times a year, will reach a significant number of store managers annually. 
 
Face-to-face training and communication is available for all process owners at any time, but 
especially after receipt of the new fiscal year’s guidance from DoD and prior to each deliverable 
phase.  Understanding Appendix A methodology and how it adds value to every process is a key 
element of our successful internal control program.  We continue to use rack cards, posters, and 

Figure 9:  Corrective Action Plan 
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bookmarks which provide a point of contact in MIC and serve as a visual reminder to employees 
of their role in the internal control process.  
 

 
Inspector General 

The IG plays a vital role in the validation of the effectiveness of internal controls within the 
Agency.  They are the front line investigators responsible for verifying that the internal controls 
at the store level are adequately implemented and monitored.  The IG conducts two types of 
inspections, the unannounced Commissary Compliance Inspections (CCI) and the Staff 
Assistance Compliance Inspections (SACI). 
 
The CCIs are performed where risk assessment indicators show that the commissary would 
benefit from an inspection; where a follow-up inspection is needed based on prior inspection 
results or recent events; or when nominated by the DeCA leadership.  The CCI checklist that 
assesses a commissary’s internal controls is reviewed and updated annually.  For the FY 2010 
inspection program, the first ever CCI Checklist Working Group was established to update the 
CCI Checklist.  Zone managers, store directors, and other subject matter experts along with MIC 
staff provided suggestions on improving the effectiveness of the CCI program. 
 
The SACIs are announced or unannounced based on requests by management when a new store 
director is scheduled to report or has recently reported to a commissary.  The SACI helps the 
new manager baseline their commissary, central distribution center, or Central Meat Processing 
Plant and establish goals and priorities.  SACIs are also conducted when specific or systemic 
issues, generally narrower in focus, require site visits to collect, research and analyze data.  
These evaluations target potential problems with high risk processes such as the government 
purchase card or property accountability. 
 
IG inspectors and evaluators adhere to the Quality Standards for Inspections issued by the 
Council of Inspectors General on Integrity and Efficiency (CIGIE) for all inspections and 
evaluations. 
 

 
Internal Audit 

The Office of Internal Audit performs a multitude of professional audit services at headquarters, 
region, and store-level.  Their focus is to perform audit services that: 
 

• Improve the commissary benefit; 
• Decrease costs without diminishing the benefit; and 
• Evaluate the significant, long-term, or systemic issues that are crucial to mission 

performance or that pose a risk for fraud, waste, or abuse. 
 
In addition to providing internal audit services, they serve as the primary liaison for all external 
audits conducted by the Government Accountability Office (GAO) and the Department of 
Defense Inspector General. 
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To develop their internal audit plan, they solicit audit topics and suggestions from DeCA 
directors and staff office chiefs, regions, stores, and the Audit Committee of the Board of 
Directors.  They also generate audits internally based on: 
 

• DeCA’s strategic plan and direction; 
• Management-identified control risk; 
• Emerging issues; and 
• Audit entity files. 

 
In addition to the audit suggestions and the internally generated audits, the plan includes follow-
up audits which are required by the GAO Comptroller General of the United States. 
 

FY 2010 Audit Plan 
 

Follow-up Audit—FY 2007-2008 Recommendations  
On-Site Sales—Guard and Reserve  
Accounts Payable and Unliquidated Obligations  
Equipment Installation—New Construction, Additions and Alterations  
Management Out of Cycle Request—DeCA West  
Management Out of Cycle Request—DeCA East  
Resale Inventory Procedures  
Vendor Credit Memos  
Front-End, DeCA Europe  
Follow-up Audit—2008 and 2009 Recommendations  
Total Facility Maintenance Contract  
Cost Savings  
Payment Card Industry/Data Security Standards  
Peer Review  
Contingencies for Special Requests, Investigation and Other Audit Efforts  

 

 
Evidence of Control Issues Discovered or Resolved During Reporting Period 

Description of Issue

 

:  Excessive overage and shortages occurred during receiving process at 
commissaries. 

Accomplishments
 

:  

• A blackbelt project was initiated to streamline the receiving process at the commissaries and 
was able to reduce, by hundreds of hours, the time to verify and account for products 
received from distributors.  A program was developed with one of the Agency’s largest 
distributors and, as a pilot program, encompassed over 40 stores with additional stores 
subsequently added.  The objective was to take advantage of the controls already in place at 
the distributor’s facility to minimize overages and shortages for frequent store deliveries.  
With independent verifications by the Agency, discrepancies in shipments were statistically 
determined, agreed to by the distributor, and applied to all like shipments within a specific 
period of time.  The goal of this project was to develop and implement an efficient and 
effective method of receiving that was fair to both parties.  
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• Through controlled sampling and verification, a Distributor Discrepancy Rate (DDR) was 
developed for over 40 of the DeCA East stores supported by Military Distributors of 
Virginia/Nash Finch.  By using the DDR, the receiving process was reduced to a single task, 
validating the number of pallets against distributor’s paperwork.  The process cycle time 
went from 3 hours per delivery to 50 minutes and produced a labor savings of $1.1 million.  
The DDR was also implemented in DeCA West with Coastal Pacific Food Distributors 
Stockton where the process cycle efficiency went from 2 hours per delivery to 40 minutes 
and produced labor savings of $300 thousand.  FY 2010 added an additional 26 stores to 
utilize the DDR and the remainder of the commissaries are anticipated for implementation in 
FY 2011.  Once all commissaries are utilizing the DDR policy changes, directives will be 
updated to reflect procedural improvements for full implementation. 

Description of Issue

 

:  Reduction of Number of Unliquidated Obligation (ULO) Records Carried 
Forward to Subsequent Fiscal Year for Nonresale Account 

Accomplishments
 

:   

• Project was piloted in FY 2008 and then executed in FY 2009 and 2010 to reduce the number 
of ULO records carried forward into the next fiscal year.  ULOs are always a focus item, but 
the immediate motivation for the project was the potential conversion of legacy financial 
systems to the Defense Agencies’ Initiative (DAI), in FY 2012.  We wanted to maximize the 
use of resources by encumbering them only when a bona fide need continued to exist to fund 
the receipt of goods or services.  In FY 2009, the number of ULO records for nonresale 
requirements was reduced from 20,258 records at the end of FY 2008 to 15,068 at the end of 
FY 2009, a 26 percent reduction.  An additional reduction of 7 percent is expected for FY 
2010. 

 
Description of Issue:  Reduction of Number of Outstanding Permanent Change of Station (PCS) 
Records for FY 2005-FY 2008 
 
Accomplishments:   
 
• A greenbelt project was initiated to determine why so many PCS records remained open after 

moves should have been completed.  At the start of FY 2010, $12 million remained 
unliquidated on orders issued March 31, 2008, or earlier.  The greenbelt project focused on 
the content of the PCS orders, the instruction given to the traveler by Human Resources, and 
the types of entitlements offered to the employee under federal guide lines.  The team 
determined that while the PCS orders were properly prepared and explained, many 
employees had no clear understanding of how long the entitlement was available pending 
decisions to move or endure a long commute, or to sell or retain the residence.  Because 
some PCS events are often linked – like the shipment of household goods with the buying 
and/or selling of a residence, and the filing of a RITA claim after reimbursement for other 
entitlements – the greenbelt project identified critical times when it would be productive for 
the travel support team to discuss the status of the PCS move with the employee.  The 
employees appreciated the personalized attention, claims were filed timely with fewer 
mistakes, order amendments were processed as necessary, and liabilities were closed out 
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soon after the PCS order expired.  As a result, in only a 5 month period, the aged PCS 
liabilities dropped from $12 million to less than $5 million with additional reductions 
projected. 

 
Conclusion 
 
The Agency’s ability to deliver the premiere military benefit depends on our efforts to recognize 
opportunities for improvement and to implement them as fully as possible, as soon as possible.  
Our wholehearted commitment to the military community compels us to continue to look for 
new and innovative methods to conduct our business.  Our program is an acknowledgment that 
internal controls and our systems for testing their effectiveness and efficiency will continue to be 
a top priority for the Defense Commissary Agency. 
 


	/
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