Department of the Navy Financial Management & Comptroller

Meeting Minutes

1. Meeting identifier

Meeting Name DON Audit Committee Quarterly Meeting
Date 08 Oct 2008 Location
Start Time 1100

Pentagon 4C355
End Time 1330

2. Objectives

Convene the DON Audit Committee for its quarterly review of efforts to improve DON’s financial
management information by strengthening processes and preparing for future audit.

3. Attendees
Name Office

Hon. Dr. Douglas Brook (Chair) ASN (FM&C)
Hon. B.J. Penn ASN (I&E)

Hon. Anita Blair ASN (M&RA)
Hon. Sean Stackley ASN (RD&A)

Mr. Victor Ackley
Mr. Charles Cook
Mr. Wes McNair
Mr. Richard Leach
Mr. John Argodale
Mr. Gus Gustafson
Mr. Paul Granetto*
Mr. Zack Gaddy*
Mrs. Radha Sekar*
Mr. Mark Easton
Mr. Mark Wilkoff**
Ms. Carmen Covey**
Mr. John Knubel

* Non-voting member
** |nvited guest

Representing VCNO
Representing ACMC

ASN (FM&C) FMB
NAVAUDSVC
Representing Army FM
Representing Air Force FM
Representing DoDIG
DFAS

OUSD(C) FIAR

ASN (FM&C) FMO
Representing General Counsel
Missile Defense Agency
HQE, ASN(FM&C)

4. Agenda
# Details Responsible
1 Welcome and Opening Remarks Dr. Brook
2 Audit Committee Update Mr. Easton
- Previous Meeting Minutes and Action Item
- OSD FIAR Plan Update
- DON Statement of Assurance
Upcoming Assertions- Naval Research Labs and Contingent Liabilities
3 Report Out by Executive Subcommittee Mr. Easton
4 Closing Remarks and Adjournment Dr. Brook
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5. Handouts (provided at the meeting and available upon request)

#
1

2
3

Details

Meeting Brief

Audit Committee Meeting Minutes 26 June 2008

Audit Committee Executive Sub-Committee Charter Framework

6. Meeting Minutes

#
1

Details

Dr. Douglas Brook opened the meeting by thanking everyone for attending. He announced that
since the last meeting an Executive Subcommittee was formed and has met on a few occasions.
Additionally, he announced that the Navy has moved forward and asserted, as audit ready, the
General Fund Balance Sheet Line Item “Contingent Legal Liabilities” and the financial statements
of the Naval Research Lab [with qualifications]. Dr. Brook concluded his opening remarks with
announcing that this would be his last meeting as chair of the Audit Committee because he was
appointed by the President as the Acting OUSD Comptroller. He then passed the floor to Mr. Mark
Easton to lead the next discussion.

Mr. Easton moved to have the minutes from the 26 June 2008 meeting approved. The minutes
were approved by the committee without comment.

Mr. Easton discussed the formation of the Executive Subcommittee. A few meetings have been
held where the subcommittee drafted and approved a charter framework and began its initial
project to assist the Marine Corps in securing an audit of its Statement of Budgetary Resources. Mr.
Easton also briefly discussed the notion of evaluating the current makeup of the DON Audit
Committee as it reflects on its first couple years of existence and based on the OSD Audit
Committee structure. Ms. Sekur commented that the FIAR has selected the accounting and
consultancy firm PricewaterhouseCoopers to assist the FIAR in organizing and facilitating Tiger
Teams. These teams will assist the components in FIPs, redefining the “Assertion Package and
other policy areas as needed.

Mr. Easton concluded the Audit Committee Update by disclosing organization changes at FIAR and
summarizing for the Committee the highlights of the DON Statement of Assurance, which included
issuing a “qualified assurance” overall, “no assurance” over financial reporting, with Marine Corps
issued a statement of “assurance” but identified areas of qualifications.

5. Mr. Easton led the discussion on the Executive Subcommittee (EXCOM). Since the last Audit
Committee meeting, three Executive Subcommittee meetings were held. A Charter framework was
approved. The first action item for the EXCOM is to oversee and faciliate the Marine Corps
Statement of Budgetary Resources (SBR) effort to get to audit. Early test results indicated that
further testing was required to ascertain whether or not Marine Corps was, indeed, audit ready.
OSD FIAR requested a 3000 document sample to perform attribute sampling before it would
accept the Marine Corps audit readiness assertion. Dr. Brook interjected into the discussion with
acknowledging that the Marine Corps timeline has slipped eleven months, primarily due to new
items being discovered and our own DOD internal processes causing delays.

John Knuble provided an update on the current timeline for moving the Marine Corps to an SBR
audit. Two tracks are being pursued, (1) audit preparation and (2) contracting path. With regards
to the contracting path, Mr. Knuble indicated a draft Statement of Work is in process where
elements of the Army Corps of Engineers audit engagement would be leveraged. Mr. Easton also
indicated that a Request for Information to the IPA community provided good feedback. With
regards to the timeline for audit readiness, Dan Blair commented that if the attribute testing yielded
problems, any Marine Corps audit would be delayed. Rada thought that the Marine Corps, FIAR,
and the IG should evaluate results together.

The EXCOM update concluded with a discussion on the eventual Marine Corps audit; that it would
most likely proceed “out of cycle”, meaning that the effort would be opining on values of a previous
accounting period.
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6. Dr Brook concluded the Audit Committee meeting by thanking everyone for their attendance.
He indicated that the meeting will most likely take place in January with Dr. Guzman performing the

role as chair.
7. Actions
# Details Responsible
1 No Actions.

2
3

8. Next Meeting
Date January 2009 Time and Location TBD
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