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Chairman Sessions, Ranking Member Mfume, and Members of the Subcommittee:

Thank you for the opportunity to discuss the Department’s FY 25 audit results and key
changes planned for future audits. Your oversight is essential to strengthening Federal

financial management and ensuring accountability of taxpayer resources.

In December 25, the Office of Inspector General issued a disclaimer of opinion on the
Department’s FY 25 Agency-Wide Financial Statements. As in prior years, we issued a
disclaimer because the Department could not provide sufficient, reliable evidence to show
its statements were fairly presented. While the opinion was the same as prior years, the

Department made measurable progress in 2025.

e Material weaknesses decreased from 28 to 26, and
e auditorsissued 427 fewer Notices of Findings and Recommendations than prior

years.

Remediation efforts are taking hold.



The Department:

e closed alongstanding material weakness related to Security Assistance accounts.
e expanded its use of automation tools to detect and correct errors, and

e modernized controls across more than 30 systems.

These positive outcomes are important, but the Department continues to face three major

obstacles:

e Management Responsibility for and Accountability of more than 4.7 trillion dollars
in assets;

e Information Technology weaknesses, including hundreds of aging and
noncompliant systems; and

e Accounting weaknesses, such as unsupported adjustments—over $859 billion in

the last two quarters of FY 25.
I want to emphasize an important distinction that is often misunderstood:

Department of War management—not the OlG—is responsible for complete, accurate,

and reliable financial statements.

The Office of Inspector General, as the independent auditor, evaluates whether the
information presented by the Department meets accounting standards and is supported

by sufficient evidence.

This separation of duties reflects a cornerstone of Federal audit practice:

e management owns the data;

e the auditors evaluate the data.

When information is missing or unreliable, auditors cannot fix it—we can however, report it

and make recommendations to management.



The Department’s FY 26 audit is currently underway, and it reflects a shift to a substantive
testing approach. Instead of relying on internal controls—many of which remain
ineffective—auditors are directly testing transactions, balances, and supporting
documentation. This requires more site visits, document production, and coordination,
but it also provides a path to validating account balances while material internal control

weaknesses persist.

The Department also established the Joint Task Force Audit to direct corrective actions and
focus remediation on issues that drive the Agency-Wide opinion such as counting assets,

and intragovernmental transactions. The OIG will actin an advisory role for this task force.

Looking ahead to FY 27, the Department will implement one of the most significant
changes in its financial reporting structure since full audits began. In 2027 the number of
reporting entities will drop from 22 to 7, focusing the audit and Department’s efforts on the

big rocks.

Also in FY 27, the OIG plans to transition the group auditor role to an independent public
accounting firm. This change mirrors other large federal audits and will capitalize on

industry best practices from across the private sector.

Under this model the independence of the audit function remains intact. The OIG remains
responsible for ensuring the Department undergoes an audit and retains responsibility for

overseeing the audit by monitoring the IPA’s work.

These changes do not impact the fundamental requirement.

The Department must produce reliable, supportable financial information.

Substantive testing can validate balances, but it cannot replace strong internal controls,
which remain essential for long-term auditability and reliable financial information which

are needed for operational decisions.



The Department’s financial management weaknesses are significant. However, FY 25
showed progress and the changes underway now—focusing remediation on the big rocks

and consolidating reporting entities—are meaningful.

The OIG remains fully committed to providing independent oversight, and ensuring that the
Department, Congress, and ultimately the American public receive reliable information on

which to base decisions affecting national defense and the stewardship of taxpayer funds.

Thank you for the opportunity to appear before you today. | look forward to your questions.



