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Results in Brief
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Process at Norfolk Ship Support Activity

Objective
Our objective was to determine the accuracy of 
unliquidated obligations (ULOs) at the Norfolk 
Ship Support Activity (NSSA) in Norfolk, Virginia. 
Specifically we assessed whether ULOs certified 
during the Triannual Review (TAR) process 
were accurate.

Finding
Of the 75 ULOs we reviewed and NSSA certified as 
valid during the January and May 2013 TAR periods 
we found: 

• 2 valid ULOs, valued at $3.9 million, 

• 16 invalid ULOs, valued at $4.5 million, and

• 57 ULOs, valued at $24.6 million, of unknown 
validity.  

This occurred because:

• personnel who validated ULOs did not 
understand their roles and responsibilities or 
receive guidance,

• the NSSA personnel were  was unaware of 
reporting exceptions on the confirmation 
statements, and

• quality reviews were not in place to ensure 
funds holders perform the TAR.  

As a result, NSSA can deobligate $5 million,1 and 
its ULO financial amounts were unsupported.  
Additionally, the TAR did not provide reasonable 
assurance that amounts on the Navy Statement of 

 1 During the course of the audit, NSSA obtained supporting 
documents for 17 of the 73 ULOs and deobligated $4.8 million 
of the $5 million we identified. The remaining $230,000 could 
have been put to better use if deobligated in a prior period.  

May 6, 2014

Budgetary Resources were stated correctly and did not demonstrate 
audit readiness.  

Recommendations
The Assistant Secretary of the Navy (Financial Management and 
Comptroller), should:

• develop procedures to address the lack of response and support 
from stakeholders,

• provide training for all personnel who perform the TAR, and 

• implement a quality assurance review to evaluate the 
effectiveness of the TAR process.  

The Commander, U.S. Fleet Forces Command, should perform a quality 
assurance review that validates subordinate activity TAR submissions and 
notify appropriate chain of command when personnel at subordinate or 
external activities do not respond to Triannual Review requests.

The Executive Director, NSSA, should: 

• determine whether the ULOs in Appendix B are valid or should 
be deobligated,

• develop and implement procedures to gather and maintain 
supporting documentation, 

• annotate on the confirmation statement how many ULOs were 
not reviewed, and 

• notify the chain of command when personnel do not respond 
to TAR requests. 

Management Comments and 
Our Response
Comments from the Assistant Secretary of the Navy (Financial Management 
and Comptroller) were partially responsive.  As a result of comments from 
the Commander, U.S. Fleet Forces Command, we revised Recommendations 
2.a and 2.b.  Comments from the Commander, Naval Sea Systems Command, 
on behalf of the Executive Director, NSSA were responsive.  Please see the 
Recommendations Table on the back of this page.

Finding Continued

Visit us on the web at www.dodig.mil
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Recommendations Table

Management Recommendations 
Requiring Comment

No Additional 
Comments Required

Assistant Secretary of the Navy (Financial 
Management and Comptroller) 1.a, 1.b 1.c

Commander, U.S. Fleet Forces Command 2.a, 2.b None

Executive Director, Norfolk Ship Support Activity None 3.a, 3.b, 3.c

Please provide comments by June 5, 2014.
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INSPECTOR GENERAL
DEPARTMENT OF DEFENSE
4800 MARK CENTER DRIVE

ALEXANDRIA, VIRGINIA 22350-1500

May 6, 2014

MEMORANDUM FOR UNDER SECRETARY OF DEFENSE COMPTROLLER)/CHIEF  
 

 

 
 
 

 
  

 

 

 

 

 FINANCIAL OFFICER, DOD
NAVAL INSPECTOR GENERAL

SUBJECT: Improvements Needed for Triannual Review Process at Norfolk Ship Support 
Activity (Report No. DODIG-2014-070) 

We are providing this report for review and comment.  The Norfolk Ship Support Activity 
(NSSA) did not comply with DoD requirements when it reviewed unliquidated obligations 
during the Triannual Review periods ending January and May 2013.  NSSA inaccurately reported 
73 unliquidated obligations, valued at $29 million.  Of the 73 unliquidated obligations, 16 were 
invalid, and we were unable to determine the validity of the other 57.  During the course of the 
audit, NSSA obtained supporting documents for 17 of the 73 ULOs and deobligated $4.8 million 
of the $5 million we identified. The remaining $230,000 could have been put to better use if 
deobligated in a prior period.

We considered comments from the Assistant Secretary of the Navy (Financial Management 
and Comptroller), Commander, U.S. Fleet Forces Command, and Commander, Naval Sea 
Systems Command, when preparing the final report.  DoD Directive 7650.3 requires that 
recommendations be resolved promptly.  The comments provided on behalf of the Assistant 
Secretary of the Navy (Financial Management and Comptroller) were partially responsive.  
We request additional comments from the Assistant Secretary of the Navy (Financial 
Management and Comptroller) on Recommendations 1.a and 1.b by June 5, 2014.  As a result 
of management comments, we changed Recommendations 2.a and 2.b.  Therefore we request 
that the Commander, U.S. Fleet Forces Command comment on Recommendations 2.a and 2.b 
by June 5, 2014.  

Please provide comments that conform to the requirements of DoD Directive 7650.3.  If 
possible, send a PDF file containing your comments to audclev@dodig.mil.  Copies of the 
management comments must contain the actual signature of the authorizing official.  
We are unable to accept the /Signed/ symbol in place of the actual signature.  If you 
arrange to send classified comments electronically, you must send them over the  
SECRET Internet Protocol Router Network (SIPRNET).  

We appreciate the courtesies extended to the staff.  Please direct questions to me at 
(703) 601-5945 (DSN 664-5945). 

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

Objective
Our objective was to determine the accuracy of unliquidated obligations (ULOs) at the 
Norfolk Ship Support Activity in Norfolk, Virginia.  Specifically we assessed whether  

 

 

DoD Regulation 7000.14-R, “DoD Financial Management Regulation” (DoD FMR), 

 

 

ULOs certified during the Triannual Review (TAR) process were accurate.2

Background
The Norfolk Ship Support Activity (NSSA) was established in 2009 as an Echelon IV 
command after the Mid-Atlantic Regional Maintenance Center was disestablished.  It 
is one of 23 activities comprising the budget submitting office (BSO) that reports 
to the Norfolk Naval Shipyard and Regional Maintenance Centers, managed by the  
U.S. Fleet Forces Command (USFFC) and operated by the Naval Sea Systems Command.  
NSSA provides contract services for repairs, maintenance, and modernization of 
surface ships.  It manages financial accounting, which includes budget execution, 
accounting, payroll, and financial data analysis and reporting.  NSSA primarily uses 
the Standard Accounting and Reporting System (STARS) to accomplish its financial 
management responsibilities.  

volume 3, chapter 8, “Standards for Recording and Reviewing Commitments and 
Obligations,” defines the TAR process as an internal control practice used to assess 
whether obligations recorded are bona fide needs of the appropriations charged.  
According to DoD FMR, volume 3, chapter 11, “Standards for Recording and Reviewing 
Commitments and Obligations,” obligations are defined as “amounts of orders placed, 
contracts awarded, services received, and similar transactions during an accounting 
period that will require payment during the same, or a future, period.”  An obligation 
is considered “unliquidated” if it has not been fully paid off or adjusted by contract 
modifications.  According to the memorandum issued by the Deputy Chief Financial 
Officer, Office of the Under Secretary of Defense, “Accounting Policy Update for 
Triannual Review of Obligations and Unfilled Orders,” February 28, 2013, “the goal in 
performing the TAR is to increase the Component’s ability to use available 
appropriations before they expire and ensure remaining open obligations are 
fairly stated and valid.”  Furthermore, to support audit readiness, the TAR must be 
adequately documented, and supporting documentation must be maintained for 

 2 Our announced objective was to determine the accuracy of ULOs.  Throughout the report, we use the term validity because 
we also considered the ongoing need for the ULOs.
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2 years after cancellation of the related appropriation.  The Assistant Secretary 
of the Navy (Financial Management and Comptroller) (ASN[FM&C]) allows the  

 

 

 

 

BSOs to determine how they accomplish the TAR.  

Triannual Review Process
To accomplish the TAR, funds holders, with assistance from supporting accounting 
offices and contracting and technical personnel (stakeholders), should review ULOs for 
timeliness, accuracy, and completeness during each of the 4-month periods ending on 
January 31, May 31, and September 30 of each fiscal year.  In addition, funds holders 
should review all obligations at least annually and initiate actions to resolve ULOs 
as appropriate.  Obligations are considered dormant if no adjustments, contract 
modifications, disbursements, or withdrawals occur for 120 days, or if contracts are 
physically complete and for which the period of performance has expired.  

The TAR begins when USFFC provides its activities, including NSSA, with a list 
of direct and reimbursable ULOs equal to or greater than $50,000 and 120-days 
dormant for each of the TAR periods.  USFFC extracts a list of ULOs from the 
Command Financial Management System, which loads data from STARS.  NSSA 
financial management personnel e-mail requests to personnel in either NSSA or 
external stakeholders to review the ULOs for timeliness, accuracy, completeness, 
and to assess whether there is an ongoing need for the obligations charged 
to the appropriations.  If the ULOs are no longer needed, the funds should be 
deobligated.  Funds holders are required to maintain sufficient documentation to 
permit independent organizations to verify that the reviews were accomplished 
as required for a period of 24 months following the completion of the review.  This 
documentation should show the level of review, determining factors, and resultant 
actions reflecting the due diligence performed by the funds holder.  NSSA should 
compile the results of the review, complete a formal signed confirmation statement 
regarding the accuracy and completeness of the recorded amounts, and send 
the results of the TAR to USFFC.  USFFC combines the confirmation statement 
from NSSA with the other activities in the BSO and provides the results to the 
ASN(FM&C).  The ASN(FM&C) combines the confirmation statements from each 
BSO and provides them to the Under Secretary of Defense (Comptroller)/Chief 
Financial Officer, DoD. 

For the TAR period ending January 31, 2013, USFFC provided NSSA with a sample 
of 358 ULOs, valued at $93.7 million, for validation.  USFFC provided NSSA with a 
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complete list of all 3,058 ULOs, valued at $91.4 million,3 for the TAR period ending 
May 31, 2013.  At the end of each of the January and May TAR periods, NSSA  

 
 

confirmed that all ULOs were reviewed and valid.

Review of Internal Controls
DoD Instruction 5010.40, “Managers’ Internal Control Program Procedures,” 
May 30, 2013, requires DoD organizations to implement a comprehensive system of 
internal controls providing reasonable assurance programs are operating as intended 
and to evaluate the effectiveness of the controls.  We determined that internal control 
weaknesses existed at USFFC and NSSA regarding the TAR process to validate the 
continued need of ULOs.  The Commander, USFFC, and Executive Director, NSSA, did 
not adequately oversee the TAR process.  NSSA did not receive or maintain adequate 
documentation to support the ongoing need for the obligations.  In addition, the NSSA 
Financial Management Officer certified the TAR as valid even though the external 
stakeholders for several ULOs did not provide adequate responses.  We will provide a 
copy of the report to the senior official responsible for internal controls in the 
Department of the Navy.

 3 If ULOs are 120-days dormant in two or more of the TAR periods, they may be reviewed in more than one TAR period. 
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Finding 

Improvements Needed to Controls Over  

 

 

Unliquidated Obligations
The NSSA Financial Management Officer certified ULOs that were invalid, not 
reviewed, and not supported during the January and May 2013 TAR periods.  Of the 75 
certified ULOs reviewed, 2 ULOs, valued at $3.9 million, were valid.  Of the remaining 
73 ULOs, the NSSA Financial Management Officer certified 16 invalid ULOs, valued 
at $4.5 million, and 57 ULOs, valued at $24.6 million, without sufficient documentation 
to support their validity.  This occurred because the NSSA and external stakeholder 
personnel who reviewed the ULOs did not understand their roles and responsibilities 
during the TAR.  The NSSA Financial Management Officer was unaware of the ability to 
report exceptions on the confirmation statement regarding ULOs not reviewed during 
the TAR periods.  In addition, ASN(FM&C) did not develop procedures to perform 
quality reviews to ensure performance of the TAR as required.  As a result, NSSA 
can deobligate $5 million,4 and its ULO financial amounts were unsupported.  The 
TAR internal control did not provide reasonable assurance that amounts on the 
Navy Statement of Budgetary Resources (SBR) were stated correctly and did not 
demonstrate audit readiness.

 4 During the course of the audit, NSSA obtained supporting documents for 17 of the 73 ULOs and deobligated $4.8 million of 
the $5 million we identified. The remaining $230,000 could have been put to better use if deobligated in a prior period.

Valid Obligations That Were Accurately Reported
Of the 75 certified ULOs we nonstatistically sampled, the NSSA Financial Management 
Officer accurately reported 2 ULOs, valued at $3.9 million, as valid on the confirmation 
statement.  According to DoD FMR volume 3, chapter 8, and a memorandum from 
USFFC, ULOs are valid when documentation demonstrates that the goods and services 
are outstanding and the funding level is sufficient to support the ongoing need for 
the obligations.  An external stakeholder provided documentation to NSSA during the 
TAR that supported the amount and the ongoing need for funds for two valid ULOs.  
For example, the supporting documentation for the ULOs regarding technical and  
engineering support, contained billing history reports to support the amounts and 
ongoing need for the ULOs.  
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Unliquidated Obligations Were Inaccurately  

 

 

 
 

 

 
 
 

 

Reported as Valid 
Of the remaining 73 ULOs, the NSSA Financial Management Officer certified 
16 invalid ULOs, valued at $4.5 million, and 57 ULOs with unknown validity, valued 
at $24.6 million, as valid on the confirmation statement.  If NSSA provided 
documentation that supported that either the value reported on the TAR was 
incorrect or there was no longer a need for the ULO, we considered a ULO invalid.  We 
also considered a ULO invalid when NSSA deobligated ULOs around the time of the 
TAR period or during the audit and did not note exceptions for those ULOs on the 
confirmation statement.  

As part of the TAR process, NSSA personnel sent requests to stakeholders to 
obtain the status of funds; however, in many cases they received no response.  
Therefore, the stakeholders did not review those ULOs as required by DoD FMR 
volume 3, chapter 8.  NSSA received a response for some ULOs; however the 
documentation did not demonstrate that goods and services were outstanding or that 
the funding level supported the ongoing need.  

Invalid Unliquidated Obligations Were Inaccurately 
Reported as Valid 
The NSSA Financial Management Officer certified 16 ULOs, valued at $4.5 million, 
as valid on the January and May 2013 TAR confirmation statements, when in fact, 
they were invalid.  NSSA stakeholders did not respond for 7 of the 16 ULOs, valued 
at $3.4 million.  However, the NSSA Financial Management Officer certified these 
seven ULOs as valid even though the stakeholders did not provide documentation 
to support their validity.  For example, NSSA reported a ULO for engineering services, 
valued at $97,000, as valid on the January 2013 TAR.  However, the supporting 
documentation showed that external stakeholders did not respond to NSSA’s data 
request.  As a result of our question on this ULO, NSSA contacted the contractor in 
May 2013 to determine the status of the ULO.  The contractor indicated that the 
contract was complete.  Therefore on June 5, 2013, NSSA deobligated the remaining 
ULO balance of $97,000.

In addition, NSSA personnel did not receive sufficient documentation to support 
the validity of the remaining nine ULOs, valued at $1.1 million.  NSSA personnel 
received responses from stakeholders for nine ULOs and reported the ULOs as valid.  
However, the supporting documentation did not support the ULOs because it did not 
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demonstrate a continued need for the funds as required by DoD FMR volume 3,  

 

 

 
 

 

 
 
 

chapter 8.  For example, NSSA reported a ULO, valued at $90,000, for ship repairs 
as valid.  The external stakeholder provided an inconclusive response stating, 
“all funds placed on contract.”  This response did not confirm the ongoing need 
for the obligation.  The NSSA Financial Management Officer stated that NSSA 
personnel did not make conclusions based on these types of responses but looked 
for yes or no responses to whether the funds were needed.  The NSSA personnel 
did not follow up to request a clear answer with supporting documentation and 
reported the ULO as valid.  Again, based on our questions regarding this ULO, NSSA 
personnel conducted additional research and identified a contract modification, dated 
January 3, 2011, that decreased the obligation from $90,000 to $0.  The ULO 
amount of $90,000 was deobligated in May 2013.  This ULO was dormant 
for over 2 years. Several other invalid ULOs also remained dormant and 
reported on the Navy financial statements for extended periods.  See Table 1 for 
the number and dormancy of invalid ULOs.

Table 1.  Dormancy of Invalid Unliquidated Obligations for the January and  
May 2013 Triannual Reviews 

Dormancy Length Number of Inactive  
Invalid ULOs

Value of Inactive 
Invalid ULOs

4 months (120 days)  
through 1 year  6 $  2,900,000

1 through 2 years  4 430,000

2 through 3 years  4 1,100,000

3 through 4 years  1 55,000

Over 4 years  1  10,000

Total 16  $  4,495,000

Unliquidated Obligations With Unknown Validity 
Reported as Valid 
The NSSA Financial Management Officer certified 57 ULOs, valued at $24.6 million, 
as valid on the January and May 2013 TAR statements without sufficient 
documentation to support their validity.  Specifically, NSSA personnel did not 
receive a response for their documentation request from external stakeholders for 
45 ULOs, valued at $16.1 million, for the May 2013 TAR. The supporting 
documentation for 12 ULOs, valued at $8.5 million, did not provide enough 
information to show that they were valid.
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Requests for Responses Went Unanswered
For 45 unsupported ULOs, NSSA personnel sent requests to external stakeholders to 
obtain the status of the funds available for the ULOs for review during the TAR.  Even 

though NSSA personnel did not receive a response for many 
of the items, the NSSA Financial Management Officer 

completed the TAR confirmation statement and 
indicated on the form that the ULOs were reviewed 
and valid.  For example, NSSA personnel sent a 
request for validation of a $523,000 ULO for a ship 
repair to points of contact in the NSSA contract  

 

department for the May 2013 TAR.  This ULO 
had been dormant for 592 days at the time of the 

May 2013 TAR.  The NSSA contract department did 
not receive a response regarding the status of the ULO 

for this item and noted that in the supporting documentation.  However, the NSSA 
Financial Management Officer signed the TAR confirmation statement, incorrectly 
certifying that “adequate follow up was conducted on all dormant obligations over 
120-days old to determine if the requirement is still valid.”  See Table 2 for dormancy 
of ULOs that lacked responses or support to determine validity.

Table 2.  Dormancy of Unliquidated Obligations for Which the Validity Could Not Be 
Determined for the January and May Triannual Reviews 

Dormancy  (Length) Number of ULOs with 
Unknown Validity

Value of ULOs with  
Unknown Validity

4 months (120 Days)
through 1 year 26 $15,900,000

1 through 2 years 21 7,000,000

2 through 3 years  7 1,600,000

3 through 4 years  1 22,000

Over 4 years  2 70,000

Total 57*  $24,592,000

* After the TAR, we obtained information and determined that 3 of the 57 ULOs were valid. 

Because the external stakeholders did not respond to the NSSA request for 
information, NSSA could not establish the validity of this ULO and others.  Without 
a supported response to the TAR, we could not determine the validity of the ULO.  
Other activities under the USFFC BSO provided additional information, such as 

Even though 
NSSA personnel did 

not receive a response 
for many of the items, the 

NSSA Financial Management 
Officer  completed the TAR 

confirmation statement and 
indicated…the ULOs were 

reviewed and valid.
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exception reports, regarding ULOs they were not able to review and the reasons 
they could not review them.  NSSA did not provide exception reports with its  

 

 

 

 

 

 

 

TAR certification.  The NSSA Financial Management Officer should have indicated on 
the TAR confirmation statement that the ULO was not reviewed and that the validity 
could not be determined.

Supporting Documentation Insufficient
NSSA personnel received responses to the TAR request for 12 ULOs; however, the 
supporting documentation accompanying the responses did not demonstrate a 
continued need for the funds as required by DoD FMR volume 3, chapter 8.  For 
example, NSSA certified a ULO, valued at $550,000, for a ship repair that was reported 
as valid on the January 2013 TAR.  This ULO had been dormant for 617 days at the 
time of the January 2013 TAR.  The external stakeholder responded to the TAR and 
provided supporting documentation.  However, the documentation did not support 
the ongoing need for the funds.  In another example, NSSA reported a ULO, valued 
at $8,000, also for ship repairs, as valid on the May 2013 TAR.  The contractors 
responded, “Contract waiting for final invoice” on June 12, 2013.  However, there 
was no documentation to support the contractor’s response or to demonstrate that 
the external stakeholder reviewed the ULO or that there was still a need for the 
funds.  NSSA personnel and its external stakeholders did not perform a complete 
review in accordance with DoD FMR volume 3, chapter 8, nor did they provide reasonable 
assurance that the obligations were auditable.  The NSSA Financial Management Officer 
should review the 54 ULOs for which the validity could not be determined and take 
appropriate action to deobligate if necessary.  

Lack of Due Diligence 
When performing the TAR, NSSA personnel did not always receive sufficient 
supporting documentation from stakeholders or maintain the documentation 
to support that a ULO was valid.  This occurred because NSSA and stakeholder 
personnel who validated ULOs did not understand their roles and responsibilities 
during  the TAR.  NSSA personnel believed signing the confirmation statement 
meant NSSA did everything it could to check the validity of the ULOs.  The NSSA 
Financial Management Officer certified the confirmation statement indicating 
adequate follow up was performed to determine if the ULOs were still valid although 
a significant portion of the ULOs were not supported as valid.  NSSA personnel 
were unaware of their responsibility to report  exceptions with the confirmation 
statement when stakeholders were unresponsive and a thorough review of ULOs 
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was not performed during the TAR periods.  NSSA and its external stakeholders  

 

 

 
 

 
 

 

should receive training on their TAR responsibilities. In addition, NSSA and external 
stakeholders should perform due diligence in gathering and maintaining support 
demonstrating the level of review determining factors and resultant actions for and 
reviewing ULOs.  Furthermore, NSSA should develop and implement procedures to 
gather documentation from the TAR that supports the validation of the ULO and 
maintain the documentation for 24 months as required by DoD FMR volume 3, 
chapter 8.  NSSA should include an exception report with the TAR confirmation 
statement when adequate review is not performed.  The exception report should 
include information such as ULOs not reviewed and stakeholders that are not 
responsive to the TAR request.  

In addition, ASN(FM&C) did not implement a review to ensure that the TAR 
is performed and the results reported as required.  Additionally, there was no 
consequence for external stakeholder personnel who did not respond to the 
NSSA TAR requests.  ASN(FM&C) should determine accountability measures for 
those external stakeholders that do not respond to TAR requests.  To provide 
assurance to the BSO TAR confirmation statement, USFFC should perform a quality 
assurance review of the results of subordinate activity submissions.  

Impact on Use of Funding and Financial Statements 
The lack of internal control increases the risk of invalid ULOs and decreases the 
opportunity to put the funds to better use or return them to the Department of the 
Treasury.  If NSSA performed the TAR as required by the DoD FMR, NSSA would have 
been able to recover the funds and put them to better use instead of just returning 
them to the Department of the Treasury.  For example, we reviewed two ULOs, valued 
at $230,000 that could have been put to better use if appropriate action was taken in 
prior periods.  

The Navy also relies on the TAR for SBR audit readiness.  The DoD Financial 
Improvement and Audit Readiness Directorate defined key capabilities that 
reporting entities must achieve and sustain to demonstrate SBR audit readiness, 
including, “Effective Controls Over Recording and Maintaining Obligations.”  
Audit readiness is defined and measured by the ability of the reporting entity to 
demonstrate that control activities for recording obligations are suitably designed 
and operating effectively to provide reasonable assurance that the relevant financial 
reporting objectives were achieved.  Invalid or inaccurately recorded obligations, 
or dormant obligations that have not been removed, present risks to SBR audit 
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readiness.  These risks can be decreased by ensuring that all obligations and  
 

 

 

 

 

 

 

 
 

 

 

accruals are reviewed, and adjusted as necessary, at least three times per year, 
as required by DoD FMR, volume 3, chapter 8.  For the January and May 2013 TAR 
periods at NSSA, the lack of a TAR control provided no reasonable assurance that 
amounts reported on the SBR line, “Undelivered Orders–Obligations, Unpaid,” 
represented by U.S. Standard General Ledger account 4801, were accurate and 
supported.  Misstated amounts reported on this line will affect the accuracy of 
future periods because the 4801 account does not close at year-end.  ASN(FM&C) 
should implement a quality assurance review program that will evaluate the 
effectiveness for the Triannual Review process and the validity and sufficiency of 
supporting documentation in accordance with the Deputy Chief Financial Officer, 
Office of the Under Secretary of Defense February 28, 2013, memorandum.

Management Actions
Since we began this audit, NSSA obtained supporting documentation and deobligated 
17 ULOs, valued at $4.8 million, of the 75 ULOs reviewed.  As a result of the audit, 
seven ULOs, valued at $1.2 million, were deobligated.  As a result of the TAR, the 
remaining ten ULOs, valued at $3.6 million, were deobligated but reported as 
valid on the TAR confirmations statements.  

Management Comments on the Finding and 
Our Response
Management Comments on Norfolk Ship Support Activity Deputy 
Comptroller Title Used 
The Commander, U.S. Fleet Forces Command, suggested changing the title, “Norfolk 
Ship Support Activity Deputy Comptroller.”  The Secretary of the Navy Instruction 
7000.27b, states the Comptroller title is reserved for activities that hold 
1517 Statute Authority.  The Norfolk Ship Support Activity does not currently 
hold 1517 Authority.  Therefore, the title of Norfolk Ship Support Activity Deputy 
Comptroller should be changed to Norfolk Ship Support Activity Financial 
Management Officer.  The commander also suggested changing “She was unaware of 
reporting exceptions with the confirmation statement when stakeholders were 
unresponsive and a thorough review of unliquidated obligations was not performed 
during the Triannual periods” to, “Norfolk Ship Support Activity personnel were 
unaware of their ability to report exceptions with the confirmation statement when 
stakeholders were unresponsive and a thorough review of unliquidated obligations 
was not performed during the Triannual Review periods.”  
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Our Response
As a result of management comments, we revised the report to say, “Norfolk Ship  

 

 

 

 

Support Activity Financial Management Officer.”  We also revised the report to say, 
“Norfolk Ship Support Activity personnel were unaware of their ability to report 
exceptions with the confirmation statement when stakeholders were unresponsive 
and a thorough review of unliquidated obligations was not performed during the 
Triannual Review periods.”  

Management Comments on Authority
The Commander, Naval Sea Systems Command, agreed with the finding in principle 
and provided the following comments on the finding.  He asked that we consider that 
the Norfolk Ship Support Activity Financial Department does not have the authority 
to deobligate funds based on lack of response or inadequate responses from external 
stakeholders.  The Norfolk Ship Support Activity Financial Department relies on current 
information provided by external stakeholders to validate unliquidated obligations 
and does not have the authority to force external stakeholders to comply with the 
Triannual Review process.  In addition, the two-week timeframe to complete the 
Triannual Review was not adequate to contact the appropriate personnel for validation 
and that it affects U.S. Fleet Material and Combat Readiness on a global scale.  He added 
that the Norfolk Ship Support Activity Financial Department cannot set aside the 
day-to-day operational requirements to focus its priority on the Triannual Review.

Our Response
We agree with the commander’s position that the Norfolk Ship Support Activity 
Financial Department does not have the authority to deobligate funds based on lack 
of response or inadequate responses from external stakeholders.  We identified 
57 unliquidated obligations for which we could not determine the validity based on the 
supporting documentation and recommended the Norfolk Ship Support Activity perform 
further research into these items.  We do not recommend deobligation of unliquidated 
obligations without documentation, such as contract modifications.  

The 14 working day timeframe is required by DoD FMR volume 3, chapter 8, 
“Standards for Recording and Reviewing Commitments and Obligations.”  Norfolk Ship 
Support Activity personnel explained that they continuously reviewed unliquidated 
obligations.  However, the results of the audit did not support this, and they did not 
provide documentation of communication supporting the validity of the unliquidated 
obligations at different times throughout the fiscal year that demonstrated an 
ongoing review.  The Deputy Chief Financial Officer, Office of the Under Secretary 
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of Defense, “Accounting Policy Update for Triannual Review of Obligations and  

 

 

 
 

 

 

 

Unfilled Orders,” February 28, 2013, states that financial reports did not reflect the 
status of obligations because Triannual Reviews were not completed or documented.  
Ongoing, close collaboration is encouraged by the Deputy Chief Financial Officer 
to improve the accuracy of reported obligation amounts and would improve the 
ability to accomplish the review within the specified timeframe. 

Recommendations, Management Comments, and 
Our Response
Revised Recommendations
As a result of management comments, we revised Recommendations 2.a and 2.b to 
clarify the nature of the actions needed to improve performance of the Triannual 
Review and address personnel who do not respond to the Triannual Review requests.  

Recommendation 1
We recommend that the Assistant Secretary of the Navy (Financial Management 
and Comptroller):

a. Develop procedures, in conjunction with the U.S. Fleet Forces 
Command and other subordinate commands, to address 
the lack of response and support provided by Norfolk Ship 
Support Activity’s stakeholders in responding to Triannual 
Review requests.  

Assistant Secretary of the Navy (Financial Management and 
Comptroller) Comments
The Director, Program/Budget Coordination Division, responding for the Assistant 
Secretary of the Navy (Financial Management and Comptroller), stated that this 
recommendation will not significantly improve the response or support provided 
by non-Navy organizations because the majority of stakeholders, such as Defense 
Contract Audit Agency, Defense Contract Management Agency, other Government 
agencies, and contractors, are outside of the Department of the Navy.  In addition, 
she stated the Department of Navy, Department of Army, and Air Force fund holders 
have identified Defense Contract Audit Agency and Defense Contract Management 
Agency as the least responsive to their requests for documentation.  Therefore, the 
director proposed that the Office of the Under Secretary of Defense (Comptroller), the  
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Triannual Review process owner, develop procedures and support training.  The 
revised procedures could be promulgated to the entire DoD financial community  

 

 

 

 

 

 

 

through DoD FMR updates.  

Our Response
The Director, Program/Budget Coordination Division, responding for the 
Assistant Secretary of the Navy (Financial Management and Comptroller), did 
not address the specifics of the recommendation.  We agree that the Assistant 
Secretary of the Navy (Financial Management and Comptroller) does not have the 
authority to address the lack of response and support provided by non-Navy 
organizations.  However, the majority of the sample items we reviewed included 
stakeholders within the Department of Navy.  During the audit we found that 42 of the 52 
stakeholders that did not respond were from Navy activities.  The Norfolk Ship 
Support Activity contract department did not respond to Triannual Review requests 
for 24 of the 75 unliquidated obligations and other Navy activities did not respond
to 18 of 75 unliquidated obligations.  The documentation for the only two 
unliquidated obligations that were fully supported and valid was obtained from a 
non-DoD agency.  The responsibility to direct and manage the financial activities, 
such as overseeing the management of the annual budget and supporting processes is 
part of the Assistant Secretary of the Navy (Financial Management and Comptroller) 
mission statement.  Therefore, to continue to carry out its mission, it is vital for 
the Office of the Assistant Secretary of the Navy (Financial Management and 
Comptroller) to develop procedures for all stakeholders to respond to the 
Triannual Review requests.  We request that the director reconsider her position on the 
recommendation and provide comments on the final report. 

b. Provide training to validate and support the Triannual Review to all 
personnel responsible for providing input to the Triannual Review, 
to include what constitutes sufficient source documentation and 
retention steps.  

Assistant Secretary of the Navy (Financial Management and 
Comptroller) Comments
The Director, Program/Budget Coordination Division, responding for the Assistant 
Secretary of the Navy (Financial Management and Comptroller), did not address 
the specifics of this recommendation.  She stated that the Office of Budget 
[Office of Assistance Secretary of the Navy (Financial Management and Comptroller)] 
website is available to all personnel responsible for providing input for Department 
of Navy’s Triannual Review and provides links to relevant DoD FMR citations, policy 
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memorandums, and data files.  In addition she said that because the “sufficient 
source document and retention steps” are in the DoD FMR, which is the authoritative 
source for source documents and retention requirements this recommendation 
is duplicative to the DoD FMR requirements and unnecessary.  Further, she stated 
that the Department of Navy believes it is more appropriate for the Office of the 
Under Secretary of Defense (Comptroller) to initiate additional, targeted, training 
requirements and promulgate updates to the DoD FMR to the entire DoD financial  

   
 

   

 

 

 

community because it is the Triannual Review process owner.  

Our Response
Comments from the Director, Program/Budget Coordination Division, did not 
address the specifics of the recommendation and we do not agree that this 
recommendation is duplicative of the DoD FMR. We are not recommending 
that the Assistant Secretary develop policy; rather we are recommending that the 
Assistant Secretary deliver specific training to Department of the Navy financial 
and non-financial management stakeholders responsible for collaboration 
on completing the Triannual Reviews to improve the accuracy and validity of 
reported obligation amounts. The Office of the Assistant Secretary of the Navy 
(Financial Management and Comptroller) is responsible for Department of the 
Navy financial management matters and allocation of all appropriations and funds 
available to the Department of the Navy.  It approves and supervises financial 
management throughout the Department of the Navy for appropriated, non-
appropriated and special funds.  Furthermore, it provides guidance and directs 
and coordinates the education, training, and career development of Department 
of the Navy financial management personnel.  Therefore, it is appropriate and 
necessary for the Assistant Secretary of the Navy (Financial Management and 
Comptroller) to mandate and provide training on what constitutes sufficient 
source documentation and retention steps based on the DoD FMR and best 
practices to subordinate activities.  We request the director reconsider her position on the 
recommendation and provide comments on the final report.

c. Implement a quality assurance review program that will 
evaluate the effectiveness for the Triannual Review process 
and the validity and sufficiency of supporting documentation in 
accordance with the Deputy Chief Financial Officer, Office of the 
Under Secretary of Defense February 28, 2013, memorandum.



Finding

Report No. DODIG-2014-070 │ 15

Assistant Secretary of the Navy (Financial Management and  

 

 

 

 

Comptroller) Comments
The Director, Program/Budget Coordination Division, responding for the Assistant 
Secretary of the Navy (Financial Management and Comptroller), stated that the 
Office of Budget and Financial Management Office have been proactive recently in 
reviewing the DoD Triannual Review inputs for unfilled customer orders.  The Office 
of Budget will work with BSO (Echelon III) comptrollers to expand the analysis of 
Triannual Review inputs to implement qualitative and quantitative checks in each 
reported area across all BSOs in the Department of Navy.  Furthermore, at least once 
during the reporting year, each BSO will randomly spot check for two subordinate  
command (Echelon IV or below) inputs.  This spot check will review one percent 
sampling of the records or documents reported by the subordinate commands 
during the reporting year.  BSOs will alert the Office of Budget on any identified 
irregularities during the review.  

Our Response
Comments from the Director, Program/Budget Coordination Division, addressed all 
specifics of the recommendation, and no further comments are required.

Recommendation 2
We recommend the Commander, U.S. Fleet Forces Command:

a. Perform quality assurance reviews developed by Office of 
Assistant Secretary of the Navy (Financial Management and 
Comptroller) (Office of Budget) that independently validates 
that subordinate activities are performing the Triannual Review.  

b. Notify appropriate Commanding Officers when personnel at 
subordinate or external activities do not respond to Triannual 
Review requests and notify Executive Directors of subordinate 
activities of their failure to properly submit their Triannual 
Review or inaccurately certifying the confirmation statement.  

Recommendation 3
We recommend that the Executive Director, Norfolk Ship Support Activity:

a. Review the 54 unliquidated obligations listed in Appendix B 
and determine whether funds should be deobligated.
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Commander, Naval Sea Systems Command Comments
The Commander, Naval Sea Systems Command, agreed on behalf of the Executive 
Director Norfolk Ship Support Activity.  The Acting Norfolk Ship Support Activity 
Comptroller issued a memorandum directing budget execution and ship repair 
managers to review the 54 ULOs listed in Appendix B and determine whether funds  

 

 

 

 

 

should be deobligated.  The estimated completion date is June 19, 2014.

Our Response
We consider the Commander’s comments responsive.  No further comments 
were required. 

b. Develop and implement procedures to gather and maintain 
supporting documentation for the Triannual Review for 
24 months as required by DoD Financial Management Regulation 
volume 3, chapter 8, “Standards for Recording and Reviewing 
Commitments and Obligations.” 

Commander, Naval Sea Systems Command Comments
The Commander, Naval Sea Systems Command, agreed on behalf of the Executive 
Director Norfolk Ship Support Activity.  The Acting Norfolk Ship Support Activity 
Comptroller issued a memorandum directing Budget Execution and Ship Repair 
Managers to develop a process to gather and maintain supporting documentation for 
the Triannual Review that complies with DoD FMR volume 3, chapter 8, “Standards 
for Recording and Reviewing Commitments and Obligations.”  The budget execution 
and ship repair managers will provide the process to management for review and 
validation.  The estimated completion date is June 19, 2014.  

Our Response
We consider the Commander’s comments responsive.  No further comments 
are required.  

c. Annotate unliquidated obligations not reviewed during 
the Triannual Review on the confirmation statement when 
returning it to U.S. Fleet Forces Command and notify the chain of 
command when personnel do not respond to the data requests.  
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Commander, Naval Sea Systems Command Comments
The Commander, Naval Sea Systems Command, agreed on behalf of the Executive Director 
Norfolk Ship Support Activity.  On February 25, 2014, the Norfolk Ship Support Activity 
developed a Triannual Review Response, which segregated the responses into three 
categories:  unliquidated obligations with some exceptions, incomplete information, and 
inadequate or no responses.  

Our Response
We consider the Acting Norfolk Ship Support Activity Comptroller’s comments  
responsive.  No further comments are required. 
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Appendix A

Scope and Methodology
We conducted this performance audit from June 2013 through March 2014  

 

 

 
 
 
 

 

 
 

 

 

in accordance with generally accepted government auditing standards.  Those 
standards require that we plan and perform the audit to obtain sufficient, 
appropriate evidence to provide a reasonable basis for our findings and conclusions 
based on our audit objectives.  We believe that the evidence obtained provides a 
reasonable basis for our findings and conclusions based on our audit objectives.

To accomplish the audit objectives, we met with the following offices and reviewed 
the following data:

• We communicated with the Office of the Under Secretary of Defense 
(Comptroller), and ASN(FM&C) Office of Budget, Program/Budget 
Coordination Division, and Office of Financial Operations, Accounting 
and Financial Practices and Reporting Division, and visited the 
U.S. Naval Base offices of USFFC and NSSA in Norfolk, Virginia, to 
identify the policies and procedures in place for management controls 
over ULOs, interview personnel involved in the TAR process, and validate 
the 75 nonstatistically selected ULO balances.

• We reviewed supporting documentation and files used by NSSA to 
conduct the January and May 2013 TARs to determine whether ULOs 
certified by NSSA during the review process were accurate.  We determined 
ULOs were invalid if NSSA provided documentation that supported 
the value reported on the TAR was incorrect, there was no longer 
a need for the ULO, or STARS did not reflect the recapture of the ULO.  

• We reviewed applicable laws and regulations, including DoD FMR  
volume 3, chapter 8 and Navy TAR policy, to determine the procedures for 
performing TARs and to identify supporting documentation requirements.

• We interviewed financial, budget, technical, and contract personnel to 
understand their roles and responsibilities in the TAR process.  Invalid 
ULOs were often identified through interviews with personnel responsible 
for or key to the sample ULOs.

• For items reviewed, we used STARS and Electronic Document Access 
to verify the ULO status and obtain contractual documents and 
modifications related to our nonstatistical sample.



Appendixes

Report No. DODIG-2014-070 │ 19

The TAR review for the periods ending January and May 2013 contained 3,416 ULOs: 

• NSSA’s TAR for the period ending January 31, 2013, consisted of 358 Direct 
and Reimbursable ULOs, valued at $93.7 million, from FY 2007 through  

 

 

 

 
 

FY 2012 that were equal to or greater than $50,000 and 120-days dormant.

• The TAR for the period ending May 31, 2013, consisted of 3,058 Direct 
and Reimbursable ULOs valued at $91.4 million FY 2007 through FY 2013 
which were greater than $.01 and 120-days dormant.  

From the 3,416 ULOs, we excluded:

• FY 2007, because FY 2007 funds were already canceled, 

• FY 2008, because funds would be canceled before we would end this audit,

• FY 2013, because “newly” obligated contracts potentially do not have 
activity for up to 18 months.  

After excluding ULOs for these three fiscal years, our universe of the ULOs from 
January and May 2013 totaled 2,488 ULOs, valued at $145.7 million.  We focused 
our review on high-dollar direct and reimbursable ULOs from the January and 
May 2013 TARs, used criteria from DoD FMR, volume 3, chapter 8, and nonstatistically 
selected a sample of 75 ULOs valued at $33 million from direct and reimbursable ULOs.

Use of Computer-Processed Data  
We used computer-processed data to perform this audit.  USFFC used the Command 
Financial Management System to extract data that originated in STARS.  The 
Command Financial Management System produced the list of ULOs from which 
we selected our test sample.  To determine if the data was reliable and complete, 
we reconciled the list of ULOs from the Command Financial Management System 
to the Department of Navy Triannual Review template.  We also interviewed 
USFFC personnel knowledgeable about the data.  Furthermore, we compared the 
ULO balances from the list obtained from the Command Financial Management 
System to STARS.  We determined no differences existed and obtained sufficient 
understanding of the data.  As a result, the data is sufficiently reliable for the 
purposes of this report.
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Use of Technical Assistance
The DoD Office of Inspector General Quantitative Methods Division advised us on  

 

 

 

 

 

the nonstatistical sampling plan and the presentation of data in the report.

Prior Coverage 
During the last 5 years, the Department of Defense Inspector General (DoD IG) issued 
four reports discussing the obligation of funds for ship maintenance and repair.  
Unrestricted DoD IG reports can be accessed at http://www.dodig.mil/pubs/index.cfm.  

DoD IG
Report No. DODIG-2012-062 “Contractor-Invoice Costs Were Accurate, but DoD Did 
Not Adequately Track Funding,” March 8, 2012

Report No. D-2010-087 “Weaknesses in Oversight of Naval Sea System Command 
Ship Maintenance Contract in Southwest Asia,” September 27, 2010 

Report No. D-2009-025 “Obligation of Funds for Ship Maintenance and Repair at the 
U.S. Pacific Fleet Maintenance Activities,” November 26, 2008

Report No. D-2008-083 “Obligation of Funds for Ship Maintenance and Repair at the 
U.S. Fleet Forces Command Regional Maintenance Centers,” April 25, 2008
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Appendix B

Unliquidated Obligations With Unknown Validity 
Standard Document 

Number ULO Amount Days Elapsed as of 
TAR Sample Item Number

N5005411MD7JC01 $2,204,653.07 228 18

N5005412MPL0020 2,000,000.00 127 7

N5005412MPMSG14 2,000,000.00 250 19

N5005412MPMSG04 1,000,000.00 306 20

N5005412WRL0257 993,884.03 127 3

N5005410MDM0127 980,991.26 236 21

N4002509MDM0147 949,841.12 482 22

N5005411MDM0039 874,966.05 236 23

N5005410MDM0047 842,337.61 480 25

N5005411MDM0056 779,005.76 236 26

N4002509MDM0040 710,738.52 482 27

N5005411MDJ0001 555,960.07 300 28

N5005411RCX0310 550,000.00 617   2

N5005410RCBA322 546,487.00 900 30

N5005410MDM0100 523,171.46 592 31

N4002509MDM0092 508,518.51 573 32

N5005412MPRSG04 500,000.00 155 12

N5005411RCX0095 468,580.00 305 33

N5005410MDM0042 463,443.49 213 34

N5005411RCX0475 450,000.00 627 36

N4002509MD6A103 449,796.97 208 37

N5005410MDM0008 437,954.72 480 38

N5005411MDM0225 436,614.35 853 35

N5005411MDM0042 428,421.00 271 39

N4002509MDM0114 409,196.37 145 40

N5005412RCX0028 400,000.00 252 41

N5005410MDM0195 331,486.00 377 42

N5005410MDM0028 316,812.62 263 43

N5005411RCX0380 275,000.00 697 44

N5005411MDM0088 256,114.49 263 45
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Unliquidated Obligations With Unknown  
Validity (cont’d)

Standard Document 
Number ULO Amount Days Elapsed as of 

TAR Sample Item Number

N4002509MD6HC15 221,096.78 529 46

N5005411RCX0473 221,000.00 625 47

N5005410MDM0087 209,401.30 573 48

N4002511RCMPT09 200,300.00 682 49

N5005410MDM0005 195,072.30 573 50

N4002509MDM0055 164,013.75 805 51

N4002509MDM0073 139,303.95 818 53

N5005412MPL0010 138,000.00 185 9

N4002509MDM0029 123,451.10 818 54

N4002509MD4U008 118,580.77 1088 55

N5005410MDM0198 101,887.56 263 56

N4002509CSNA003 84,900.69 1083 58

N5005410CSNA001 77,504.82 247 59

N4002509MDM0038 66,271.63 482 63

N4002509CSNA002 62,223.22 1512 64

N5005411WRBA177 61,100.50 493 5

N5005410RCMJW31 57,736.58 312 65

N4002512640197 55,386.00 620 67

N5005411MD6A181 55,001.76 620 66

N4002511RCMPT25 50,000.00 305 70

N5005410RCMMG26 24,297.12 173 71

N4002509RCJB283 22,000.00 1452 72

N5005410RCMCW41 18,776.80 682 73

N4002509RCX0074 7,703.96 1496 75
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Assistant Secretary of the Navy (Financial Management 

and Comptroller) Comments 

DEPARTMENT OF THE NAVY 

OFFICE OF THE ASSISTANT SECRETARY 


(FINANCIAL MANAGEMENT AND COMPTROLLER) 

1000 NAVY PENTAGON 


WASHINGTON DC 203S0· 1000 


APR 6 9 2014 

MEMORANDUM FOR DEPUTY ASSISTANT INSPECTOR GENERAL 
(FINANCIAL MA AGEMENT AND REPORTING) 

SUBJECT: Comments on Draft Report in "Improvements Needed for Triannual Review 
Process at Norfolk Ship Support Activity" 

Ref: (a) DoDIG Report Project D2013-DOOODE-0180.000 dated 17 March 2014 

Encl: (I) OASN (FM&C) comments on Draft DoDIG Report D2013-DOOODE-0180.000 

In accordance with reference (a) the Office of the Assistant Secretary of avy 
(Financial Mru1agcment & Complroller) (ASN(FM&C) provides comments on 
recommendations pertaining to the Triannual Review Process at orfolk Ship Support 
Activity in enclosure (I). 

Point of contact for this matter is 

'-fvl� 
Mary K. Tompa 
Director 
Program/Budget Coordination Division 

Copy to: 
Naval Inspector General 
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Assistant Secretary of the Navy (Financial Management 

and Comptroller) Comments (cont'd) 

OASN{FM&C) comments on Project No. D2013-DOOODE-0180.000 

Recommendation 1 (page 10) 
We recommend that the Assistant Secretary of the Navy {Finonclol tv'lonogement and Comptroller): 

l .a )  Develop procedures, in conjunction with the U.S. F leet Forces Command and other subordinate 
commands, to address the lack of response and support provided by Norfolk Ship Support Activity's 
stakeholders in  respond ing to Tri-Annual Review requests. 

S ince the majority of "stakeholders" are outside of the Department of the Navy (DoN)  sphere of 

influence ( i .e Defense Contract Audit Agency (DCM), Defense Contract Management Agency (DCMA), 

other  government agencies, and government contractors), this recommendation to enhance Tri-Annua l  

Review procedures and train ing wou ld not significantly improve the response/support provided by 

those non-Navy organ izations. Specif ica l ly, DoN fund holders have identified DCAA and DCMA as the 

least responsive to their requests for documentat ion. Additionally, discussions with our counterparts in 

the Departments of Army and Ai r Force confirm th is same lack of response by Defense-wide 

organ izations. Therefore, the DoN proposes that requ ir ing the Tri-Annual Review process owner, the 

Office of the u nder Secretary or Defense (Comptroller) (OUSD(C)), develop recommended procedures 

and supporting tra in ing would be a more appropriate and effective, approach . Forma lly revised 

procedures could be promu lgated to the entire DoD financia l community, through standard OUSD(C) 

updates to the Department or Defense Financ ia l  Management Regulation (DoD FMR). 

l .b) Provide tra in ing to val idate and support the Tri-Annual Review to al l personnel responsible for 
providing input to the Tri-Annua l  Review, to include what constitutes sufficient source document and 

retention steps 

To assist fund ho lders with the conduct of the i r  Tri-Annua l  rev iews, the Office of Budget 

(OASN(FM&C)(FMB) )  website inc ludes a page devoted to the Tri-Annual Review process. This site is 

ava i l able to a l l  personne l  respons ib le for providing input for DoN Tri-Annua l  Review submiss ions, and it 

a lso provides l i nks to relevant DoD FMR c itations, policy memorandums, and data fi les. Should DoN 
tfund holders requ ire c lar if ication or further guidance, FMB contac information is a l so ava i lab le .  The 

DoN Tri-Annua l Review website i s  at: https://fmbwebl .nmci.navy.mi l/e•ec/friannua lgu ide .htm 

Regarding specific concerns about what constitutes "sufficient source document and retention 

steps", the DoD FMR provides l i nks for source documentation and retention requirements (Vo lume 1, 

Chapter 9, "F inancial Records Retention") and is the the authoritative source for source documents 

and their retention. The DoN bel ieves that this recommendation to provide the same di rection as 

the FMR with respect to source documents and record retention is dup licative, and unnecessary. 

More general ly, since the Tri-Annua l Review process is a Defense-wide requ i rement, the 

Department of the Navy (DoN) believes i t  more appropriate that the Tri-Annua l Review process owner. 

the Office of the Under Secretary of Defense (Comptroller) {OUSD(C)). initiate additiona l , ta rgeted, 

tra ining requ i rements. Revised training requirements would then be forma l ly promulgated to the ent ire 
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Assistant Secretary of the Navy (Financial Management 

and Comptroller) Comments (cont'd) 

DoD financial commun ity, through OUSD(C) standard updates to the Department of Defense Financial 

Management Regu l at ion (DoD FMR), ensuring cons i stency across the entire Department. 

1.c) Imp lement a qua l ity assurance review program that will eva l uate the effectiveness for the Tri
Annu:i l Review process and the validity and sufficiency of supporting documentation in accordance 
with the Deputy Chief Financial Officer, Office of the Under Secretary of Oefense February 28, 2013, 
memorandum. 

OASN(FM&C)(FMB) and OASN(FM&C)(FMO) have been proactive recently i n  reviewing DoN 
Tri-Annual review Inputs for unfi l led customer orders. This focus was driven by OUSD's memo on 
"Account ing Pol icy Update for Tr i -Annual Review of Obligat ions and U nfil led Orders" dated 28 

February 2013. 

OASN ( FM&C) (FMB)  wi l l  work with Budget Submitt i ng  Office ( BSD) ( Eche lon I l l ) Comptrollers 
to expand the ana lysis of Tri-Annua l review inputs .  OASN(FM&C)(FM B) w i l l  implement qual i tative 

and quantitat ive checks in e.ich reported area across a l l  BSOs in the Department of the Navy. This 
effort wi l l serve as  an overall qual i ty check by invest igating reporting trends and BSO Comments. 
Add itiona l l y, at least once during the report ing year, each BSO will randomly spot check two 
subord inate command (Echelon IV or  below) inputs. I n  this spot check, the BSOs wi l l look at  a one 
percent samp l ing of the records/documents that were reported by the subord inate commands 
during the reporting year. Th is  expanded review wil l ensure improved qual ity of the Tri-Annua l 
review. As i rregu larit ies are identified in this expanded rev iew, BSOs wi l l  a lert OASN(FM&C) ( FMB) 
on the nature of the issues so that a l l  eche lons in the Tri-Annua l rev iew can be made aware of any 
questionable practices. 

Enclosure ( 1 )  
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Commander, U .S. Fleet Forces Command 

Comments 

I& 	 DEPARTMENT OF THE NAVY 
COMMANDER 

U.S. FLEET FORCES COMMAND 
� 	 1 (;02 MITSCliER AVENUE, SUITE 200 

NORFOLK, VA 23551-2487 

700 0 
SER N0 2 F/ 0 5 95 
1 1  Apr 14 

From : Commander , U . S .  Fleet Forces Command 
To : rnspector General ,  U . S .  Department of Defense 

4800  Mark Center Drive , Alexandria ,  VA 22 3 5 0 - 1 5 0 0  

E

Subj : 	 COMMENTS ON DR1\.FT REPORT " IMPROVEMNTS NEEDED FOR 
TRIANNUAL REVIEW PROCESS AT NORFOLK SHI P  SUPPORT 
ACTIVlTY" 

Ref : 	 ( a )  DoDIG Report Proj ect D2 0 13 -DO O ODE- 0 18 0  . 0 0 0 ,  
1 7  Mar 	2014  

Enc l : 	 ( 1 )  USFFC comments on Proj ect No . D2 0 13 -DOO ODE - O l 8 0 . 0 00 

l .  In accordance wi th reference (a )  U . S .  Fleet Forces Command 
provides comments on the draft report and recommendations 
pertaining to the Triannual Review Process at Norfolk Ship 
support Activity in enclosure ( l )  . 

2 . Please direct any the US Fleet Forces Audit 
Lia i son 

WILLIAM T.  SKINNER 
1:1y direction 

Copy to : 
NAVAUDSVC 
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Management Comments 


Commander, U .S. Fleet Forces Command 

Comments (cont'd) 

USFFC comments on Project No . D20 13-DO O ODE- 0180 . 0 0 0  

Re ques ted Changes to Report 

1 .  Change "NSSA Depu ty Comptroller" to "NSSA Financial 
Management Officer " .  

Within U . S .  Fleet Forces Command ( USFFC ) i n  accorda nce with 
SECNAVINST 7000 . 2 7b ,  Comptro l l e r  title  is re served for 
a c t i vities  t h a t  hold 1 517  St a t ute Aut hori t y  and a l l  other heads 
of Fi nancial Offi ces are designated Financial Managamant 
Of fice rs ,  current l y  NSSA does not hold 1 5 1 7  Authori ty . 

2 . Lack of Due Dil igence (page 8) ; Change "She was unaware of  
reporting exceptions with  the  con fi rma tion s ta tement when 
stakeholders were unresponsive and a tho rough review of ULOs was 
not performed during the 1'AR periods . "  to, "NSSA personnel were 
unaware of  their ability  to report exceptions wi th the 
con f i rmation statement when stakeholders we re unrespons ive and a 
tho1 ough review oI ULOs was no L performed du1. in9 the TAR 
periods . "  
3 .  Lack of Due Diligence (page 9 para 2) ; remove USFFC from 
" ASN { FM&C) should determine accountability measures for those 
external s takeholders with USFFC tha t do . not respond to TAR 
request s .  " USFF has l imited inf luence over external 
sta kehol ders , and ASN ( F'M&C ) can i mpl ement measures that af fect 
Navy activi t ies . 

Recommendation 2 (page 1 1 )  
We recommend the Commander, U . S .  Fl eet Forces Command : 

2 .  a )  Develop and implemen t  a qua l i ty assurance program tha t  
independen tly valida tes tha t subordina te acti vi ties are 
performi ng the Tri.ann ua l Revi eƅ, .  

USFF disagrees with recommendation 2 . a  and request i t  be 
removed ,  recommendation 2 . a i s  dupl icati ve of reconunenda tion 1 . c 
assigned to OASN FM&C . USFFC w i l l  adhe re to measure s 
implemented by Ol\SN ( FM&C) ( FMB )  for qual itative QOd quQntitativc 
checks of Triannual review . 

2 .  b) Revi ew the performance of personnel a t  subordi na te 
acti vi ties and hold them accoun table for not responding to 
Triannual Review requests and for inaccura tely cer t i fying the 
confirma tion s ta temen t .  

Enclosure ( I )  

Final Report 

Reference 

Revised 

Recommendation 2a 
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Management Comments 


Commander, U .S. Fleet Forces Command 

Comments (cont'd) 

USFFC dis agrees with recommendation 2 . b and it should be removed . 
Under Navy Command S tructure personnel a t  subordinate activities 
shou ld be held accountable by the Commanding Officer of that 
activi ty and USFF Comptrol ler  will noti fy Commands of their 
failure to properly  s ubmit their  Triannual Review . 

Enclosure ( I )  

Final Report 

Reference 

Revised 

Recommendation 2b 
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Management Comments 


Commander, Naval Sea Systems Command 

Comments 

DEPARTMENT OF THE NAVY 
NAVAL SEA SYSTEMS COMMAND 


1333 ISAAC H ULL AVE SE 

WASHINGTON NAVY YARD DC 2:0,37'0-0001 


ln RtP"t to: 

7 5 1 0  

Ser  OON2C /06 7  
1 0  Af.>.L 	 1 4  

From : 	 Commande r , Na va l S e a  Syst ems Comma nd ( SEA OON ) 
To : 	 Nava l  I n spector General 

Subj : 	 IMPROVEMENTS NEEDE D FOR TRIANNUAL RBVI EW PROCESS AT 
NORFOLK S H I P  SUPPORT ACTIVITY MARCH 1 7 , 2 0 1 4  ( PROJECT NO . 
D2 0 1 3 - DOO O DE-0 1 8 0 . 000 ) 

Re f :  	 ( a )  DODIG memo o f  1 7  Ma r 1 4  

Encl : 	 ( 1 )  NSSA l t r  5 0 4 1  Ser l O O CE/ 0 1 6 2  o f  0 9  Apr 1 4  

1 . I n  accordance with re fe rence ( a ) , encl osure ( 1 )  i s  
submi t ted . Enclosure ( 1 )  is the fo llow-up re spon ses  to 
recommendations 3 . a , 3 . b , and 3 . c . NAVSEA <,;Onc.;u .L ::.  w l Lh the::.e 
three recommendations . 

2 . NAVSEAINSGEN POC l s  

Q� 
By direct ion 

Copy to : 
NAVINSGEN ( N 1 1 ) 
DODIG 
NSSA ( l OOCE )  
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Management Comments 


Commander, Naval Sea Systems Command 

Comments (cont'd) 

DE PARTMENT OF THE NAVY 

NORFOLK SHIP SUPPORT ACTIVITY 


9727 AVIONICM 1.00P 

NORFOLK VA 2351 1-2124 

7 0 0 0  
Ser  l O O CE/  0 1  6 2  
9 Apr 1 4  

MEMORAN DUM FOR INS PECTOR GENERAL OF THE DE: E'ARTMENT OF DE E'ENSE 

Subj : I N IT IAL RES PONSE TO DOD INSPE:CTOR GENERAL ( DOD I G )  
DRAfT REPORT , PR0,1E:CT NO . D2 0 1 3-DO O O DE-0 1 8 0 . 00 , 
" IMPROVEMENTS NEEDED FOR TRI -ANNUAL REVI EѻI PROCESS AT 
NOR FOLK SH I P  SUPPORT ACTIVITY O F  1 7  MARCH 2 0 1 4  

Ref : ( a )  DOD In spec tor Genera l  Dra t t  Report , Project No . 
020 1 3 - D O O O DE-0 1 8 0-000 ,  " Imp rovemen t s Needed for  
Tri -annua l Review Process a t  Nor folk  Nava l  
Shipyard"  

P. n c l  : ( 1 )  N SSA I n i t ia l  Rcoponae to DOD IG Dra f t  Repu z:- t ,  
P roj ect No . 020 1 3 -DOOODE - 0 1 8 0-000 
NSSA Code 600  Memora ndum S e r  1/ 0 00 3  of  1 9  Ma r 1 4  

( 3 )  NSSA Code 600  Memora ndum S e r  li 0 00 4  of 19 Ma r 1 4  
( 4 )  NSSA Tri-a nnua l Rev iew fo r per iod ending  31  Jan 1 4  

1 .  T h e  dra f t  resu l t s  a n d  recommenda t i ons  o f  a n  a udi t conducted 
by the members  o f  you r  s ta f f  o f  the T r i -annual  Fina n cia l Review  
P roce s s  a t  Norfol k Ship S upport  Act i v i t y  ( NSSA )  were provided i n  
re fe rence ( a )  . 

?. .  NѼSA '  s in i t i a l  commen t s ,  responses  and Plan  of Act i on and 
M i l es tones ( POA&M) a re provi ded in enclosure ( l )  . E:ncl osu res 
( 2 )  , ( 3 )  , and ( 4 )  a re provided as Obj e c t i ve Qual ity  Evi dence . 
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Management Comments 


Commander, Naval Sea Systems Command 

Comments {cont'd) 

DE PARTMENT OF THE NAVY RESPONSE 
TO 

DODXG DRAFT REeORT on 
Improvements Needed for Tri-annual Review ( TAR) Process 

at Norrolk Ship support Activity 
Project No . D2013-0000DE -0l80 . 000 

Finding : 

7 5  Unl iquida ted Obl i ga tions ( U LOs ) were reviewed and NSSA cer t i fied ೈs  
va lid dur1ng the January a nd May 2 0 13 TAR pe riods a nd the DODIG Aud i t  
·ream found two valid ULOs ,  1 6  inva l id ULOs a n d  57 ULO.o; of'  unk nown 
va lidi ty , as a resul t NSSA can deobliga te 5 m illion dol lars . 

NSSA' s Finding Reo,ponse : 

NSSA concurs with  the find ing in principl e ;  however , the be low 
s ta tements are submi tted for  con sidera t ion : 

( 1 )  The NSSll. Financil  Depar tment  doeo not have the autl·1ori ty to 
deobliga te funds bas ed on an external s ta keho lders '  lack  of a response 
or  an in-Adequa te rgs: pons e . The VQ:'.lt majority  o f  th1:::se .Cunding 
documents a re contractua lly  bound a nd require con t ract modi fications 
to 1na ke any  changes to be.lance;:;, . 

( 2 )  The NSSA Financial  Depa rtme n t  doe s no t ha ve the authority  to 
fo rce our ex tern a l  sta keholde rs ' compliance wiೊh  thP TAR process . If  
an c><terna l ,itakeholder dues not compl y with the '!'AR process NSSA has 
no recourse but to rely  on the mos t recent i n forma tion provided by the 
e x r.e rn a l  s ta k.,ho lder ln order t.o va .l.l.oate the associa ted ULO . 

C 3 )  The TAR process  mus t  be comple ted in a cwo week timeframe , 
which does not a l low adequate  time for ex terna l s takeholders to 
contact vendors , technical  POCs ,  Financial POCs , Contracting  Off i ce rs ,  
e t c .  Add i tional l y ,  th i s  s hort t imeframe i s  unrea sonable ba sed o n  the  
nature  of  our  mi s s io n ,  which directly  impacts US Flee t Ma te rial  and 
Comba t Readi ness on a globa l sca le . The NSSA Financi al DepartmA n e  
cannot s e t  aside the day-to-da y ope ra t i onal  requi reme nts a n d  focus on 
the TAR as a s ing ular  priori ty , 

DODIG Audit Recommendation 3 . a . : 

Rev i ew the 5 4  unliquid2ted obl iga t i on,s 1 i s t ed i n  Appe nd ir. B .;rnd 
dete rmine .,hethe r: funds shou ld be deob l igated . 

NSSA Respons e :  

N SSA Con curs 1< i th t h i s  recommenda t ion . 

The NSSA Ac ting Comp tr:oller has i ssued a memora ndum , enclosure 
( 2 ) ,  to the Budge t Execu tion and Ship  Repair  Branch Ma nagers direc t i ng 
them to review the 5 4  ULOs l is ted i n  Appe ndix B o f  re fe rence ( a l  and 

En clos u re { 1 )  
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Management Comments 


Commander, Naval Sea Systems Command 

Comments (cont'd) 

de termi n e  whe ther funds should be deoblig ated . Additiona ll y , they a re 
to provide the NSSA Ac Llng Comptrol leT: wi th a spreadsheet tha t 
identifies a l l  unliquida ted obligations associa ted wi th the 54  
docume n t s ,  speciri ca l ly ictenti tying document number ,  ULO Amoun t ,  days 
e l apsed as o f  TAR and a de terminat ion of whether funds should be 
deobli ga ted . 

Target completion date is 1 9  June 2014 

DODIG Audit Recommendation 3 .b .  : 

Develop and impl emen t  procedures to ga ther and mai n tain supporting 
documentat i on for the Tri-annual Review for 2 4  mon ths  as requ i rgd by 
DoD fina ncial Management  Regulation volume 3 ,  chapte r 8 ,  "S tanda rds 
for  Recording and Reviewing Commitmen t s  a nd Obligations . "  

NSSA Response : 

NSSA Concurs w i th t h i s  recommendat i o n . 

ThQ NSSA A c t i n g  Comptrol ler h,a -3 i5 sued a mxmu c a ndum , encl osure 

( 3 )  , to the Budge t  Execu tion and S h ip Repa i r  Branch Managers diೋecting 
them to ensu re NSSA C600 has deve loped a process tha t complies with  
DOD  fi na ncial Ma nagement  Regulation ,  Volume 3 ,  Chapter a ,  "Stnnda rds 
for Re cording and Reviewing Comm i Lm,rnೌs and Obl iga t ions" outl ined i n  
re ference (a ) for ga thering a n d  ma inta i n i ng Tri-annua l  Review  
"'uppor ting dvc:um.,n ta tlon . Addi t:lonal l y , they a re to provide the NSSA 
Ac ting Comptroller with  the process fo r revl"w and va lida tion . 

Target completion date is 1 9  June 2014 

DODIG Audit Recommendation 3 . c .  : 

Anno t a te unl iquida ted obliga tion s not reviewed during the T r i -a nnua l 
Revi ew on the confirma tion s ta tement when returning i t  to U . S .  Fleet  
forces Command and  notify the chain  of  command 1<he n personn<> I do no t 
respond to the  data  requests . 

NSSA Response :  

NSSA Con curs w i t h  this  recommendat ion . 

The NSSA financia l Departmen t crea ted a TAR Response tha t 
segregates reviewed ( J Tys i n t o  t hree di s t i nct ca tcgoric3 , encl o z u { e  
( 4 ) ,  which a re 1 )  ULO va l ida tions ್,i th some exceptions ,  2 )  ULOs with  
incompll! t.A i n forma tion , ;i.nd 3 )  ULOc wi th  an inodequa te respon :::s or no 
response . This forma t has been ve tted and approved by US fFC . 

Action completed on 25 Feb 2014 

2 Enclosure  ( 1 )  
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Management Comments 

Commander, Naval Sea Systems Command 

Comments (cont'd) 

Norfolk Sh ip Support Activity (NSSA} 

Financial Management and Support Department Code 600 
ss1c :m02 
Date: 19 Mar 20 14 
Ser # 0003 

MEMORANDUM 

From: 
To: 

Ref: 	 (a) Depar1ment of Defense (DOD) lnsrec1or Gener.ti (IG) Project No. [)2() 1 3 -DOOODE 
- O ! S0.000 "Tmpn,vomcnts Needed for Tri,rnnuaf Rev iew l'rocess at Norfolk Ship 
Support i\cl ivi ly" 

Subj: 	 TRlANNUAL REVIEW (TAR) DOCUMENT REV IBW 

I .  	In nccordancc with recommendation numher 3.a. or rcl'crcncc (a), NSSA is 10 "Review 
<he 54 un flqu idatcd obl ignlions (U LO) l isted in  appendix b of refere11cc (a) and dclc r11 1 inc 
whether funds shoul<l be deohl i:_:,ued". 

2. r nm rlir!'r.1 i n
5 

1he -
1 to c reate " spreadsheet chat iden t ities al l un l iqu ida 1ed obl igations 

associmcd with lite 54 documents l isted in  appendix b of reference (a). specifica l ly
ident ifying document number, UL .O Amounl, days elapsed ns of TAR and a 
<lc1cm1ination of whelhcr fund͂  sho u ld be deob l igaled. 

3. 	 I am directing the 10 lco<l :mt! coordinntc this 
review and provide <he requc.s iccl sp,end,;hcct by 19 Jun 20 14. 

rf/aw� 
r. s .  DAssi:;·1·r 

NSSA Aeling Fin;mcial Manager. Code 600 

Enclosure ( 2 )  
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Commander, Naval Sea Systems Command 

Comments (cont'd) 

Norfolk Ship Support At;tivlty (NSSA) 

Financia l Management and Support Department Code 600 
ssrc 1tno2 
bntc: 19 Mnr 20 14 
Sci' // 0004 

MEMORANDUM 

From:  
To: 

Ref: 	 (n) Department  of Do fcnse (DOD) Inspector Oenernl ( IG) Project No. D20 13-DOOODE 
-0 1 80.000 "lm11rovemcnts Needed for Trinnnunl Review Process nt Norlolk Ship 
Support Activ i ty" 

Subj: 	 TRTANNUAL RuVJEW (TAR) DOCUMENT RBV IEW 

I .  	In uccordnncc wlth recommendntion number 3 .b .  of reference (n) , NSSA is to "Deve lop 
one! implement procedures lo gnther nml muinrnin support lug clocnmentntion for the 
Trinnnunl Review for 24 months". 

2. 1 1'sn rl irr..cJipp the 
. 

,
1 111 to ensure NSSA C600 hns clcvelo t)ed n process thnt compl ies with DOD 

Pinrutcinl Mnnngo,in.,nl Resu lulio11 volume 3, chnpt.,,· 8, (S!undunls for Recording 1111d 
Reviewing Commllment̪ ancl ObUgut ions) outl ined in reference (11) fur gnlhcring nnd 
niointnin.ins 'l'ri Annunl Rev iew ouppol'ting dooumonlelion. 

3 .  	I mn d i rcclins the lo lcud and coO l'di no!c lh i:; 
ne1to11 nn<I provide the reques ted process by 19 Jun 20 14. 

P. S. 13ASSl;lTl' 
NSSA Acting Financin l  Mnnngcr, Code 600 

Enclosure ( 3 )  
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Acronyms and Abbreviations

ASN(FM&C) Assistant Secretary of the Navy (Financial Management and Comptroller)
BSO Budget Submitting Office
FMR  Financial Management Regulation

NSSA Norfolk Ship Support Activity
SBR Statement of Budgetary Resources

STARS Standard Accounting and Reporting System

TAR Triannual Review
ULO Unliquidated Obligation

USFFC U.S. Fleet Forces Command





Whistleblower Protection
U.S. Department of Defense

The Whistleblower Protection Enhancement Act of 2012 requires 
the Inspector General to designate a Whistleblower Protection 
Ombudsman to educate agency employees about prohibitions 
on retaliation, and rights and remedies against retaliation for 
protected disclosures. The designated ombudsman is the DoD 
Hotline Director. For more information on your rights and 
remedies against retaliation, go to the Whistleblower webpage at  

www.dodig.mil/programs/whistleblower.

For more information about DoD IG 
reports or activities, please contact us:

Congressional Liaison 
Congressional@dodig.mil; 703.604.8324

Media Contact
Public.Affairs@dodig.mil; 703.604.8324

Monthly Update 
dodigconnect-request@listserve.com

Reports Mailing List 
dodig_report@listserve.com

Twitter 
twitter.com/DoD_IG

DoD Hotline 
dodig.mil/hotline



D E PA R T M E N T  O F  D E F E N S E  │  I N S P E C TO R  G E N E R A L
4800 Mark Center Drive

Alexandria, VA 22350-1500
www.dodig.mil

Defense Hotline 1.800.424.9098
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