AAPC SFFAS 50 Implementation Task Force
Meeting #2 Agenda
February 1, 9:30 a.m.

Introductions

Sub-group Updates
o Broad Issues Sub-group
o Land Rights [sub-group meetings to begin 2 weeks]
o General PP&E Subgroup

Briefing on Alternate Valuations & Alternate Dates-Placed-in-Service (Slides)

o The United States Coast Guard (USCG) used various methodologies to establish
alternate valuations and alternate Dates-Placed-in-Service (DPIS) for General
Property, Plant, and Equipment (GPP&E) line items on its way to achieving Generally-
Accepted Accounting Principle (GAAP) compliance and audit readiness as
demonstrated by the Department of Homeland Security’s (DHS) first unmodified
opinion in 2013. The USCG used multiple types of supporting documentation from
building cornerstones with dates chiseled into the stone for an alternate DPIS to using
municipality-produced tax documentation for alternate valuation of buildings to
Congressional Justification information submitted through DHS as part of the
President’s Budget (PB) submission for valuation ships and aircraft. This presentation
will walk through those alternate valuation and alternate DPIS methodologies in place
at the time the unmodified opinion was received.

o Bobby Hart, Senior Manager, EY & CDR, USCG, Retired

o CDR Matthew Manofsky, USCG

Updated List of SFFAS 50 Issues- see attached Issue Areas
o Questions
o Anything missed?

Next meeting is scheduled for: March 1, 2017 9:30 a.m.

o Meetings are scheduled for the first Wednesday of each month as follows:
March 1, 2017 9:30
April 5, 2017 9:30
May 3, 2017 9:30
June 7, 2017 9:30

o There may need to be additional meetings scheduled and reviews done

electronically as we get closer to finalizing a Technical Release
o Outlook invites were sent for future meeting.



AAPC SFFAS 50 Task Force
Issue Areas — February Task Force Meeting

General PP&E Sub-group

1. Deemed Cost : Definition & Application
Deemed cost is an acceptable valuation method for opening balances of general PP&E.
Deemed cost should be based on one, or a combination of the valuation methods permitted in
SFFAS 50: i.) Replacement cost, ii. ) a.) Estimated historical cost (initial amount) b.)
Reasonable estimates may be based on cost of similar assets at the time of acquisition; c.)
other reasonable methods, including latest acquisition cost and estimation methods based on
information such as, but not limited to, budget, appropriations, engineering documents,
contracts, or other reports reflecting amounts to be expended. and iii.) Fair value.

a. [Specific question from DoD] Can we have a more robust definition of deemed cost other
than that it is a surrogate for initial amounts? If it's not an estimate of historical cost then
what is it? The IPAs are deferring to the auditing standards for estimates of historical
cost. Without guidance specific to deemed cost, they have no other choice.

b. [Specific question from DoD] Whether or not replacement value methodologies need to
be adjusted for inflation (e.g., PRV vs. Deflated PRV) - Our current interpretation is that
the standard as written allows both - which by definition means it's open to interpretation
- but we have gotten pushback from some of our IPAs, arguing that any latest acquisition
cost/replacement cost methodology be deflated to approximate historical cost. We
recommend clarifying language to clear up the perceived ambiguity.

c. Concern that support for the individual cost factors that make up the PRV has not been
made available to the services to provide to their auditors. Without this support, the
estimation model is not auditable.

d. As noted above, reasonable estimates may be based on “other reasonable methods” as
permitted in SFFAS 50. As such, several questions, pertaining to this area have
surfaced. Therefore additional guidance and examples may be needed.

i. Pooled costs (i.e., co-mingled capital and expense costs, co-mingled programs,
co-mingled PP&E and OMS costs, and others)

1. Provide guidance to allocate such costs if identifiable using easy to find
and supportable document, alternatively record the amounts based on the
majority rule (i.e., if most of costs are capital based on the budget or other
acceptable documentation than capitalize all costs)

2. For example, cost allocation methodology or possibly capitalize cost of
program based on engineering estimates, budgets as amended, or
contracts

ii. Full Costing (indirect, PMO, PEO, and other costs incurred)

1. Provide example or clarification through guidance that either supports not
recording such costs (this guidance would be a lower in the GAAP
hierarchy) or permitted for certain situations in recording opening
balances.

2. Provides for estimation methodologies, such as determine the indirect
costs for 5 (or another small number of) programs and apply this indirect




rate to all remaining programs unless preparers know that the rate would
not be appropriate for certain programs
iii. Allocating costs to end items

1. Provide guidance that it is allowable to not allocate a portion of the costs
to the end items and instead capitalize and depreciate such costs
separate from the end items (e.g., software that is on certain end items
but may not be on all end items, joint program modifications)

2. Provide guidance indicating that simple allocation is appropriate and that
specific identification by end item is not necessary (i.e., total
costs/number of end items)

2. Acceptable documentation
a. Provide guidance on what would be appropriate supporting documentation
i. Define the elements that should be on the documentation — nature and purpose
of the project, amount, timing of when costs incurred, etc.
ii. Define actual document names
iii. Add examples for each service specific issue - cost estimation database for Navy
ships

b. Provide guidance when there is conflicting information on documentation and indicating
that you only need to use one source document

i. Address issues when budget states $100 million in current year but subsequent
budget to actual reported in budget states $95 million

ii. Avoid preparers incurring additional time on comparing different source
documents and resolving differences such as budget vs. accounting records vs.
disbursements vs. contracts

c. Old assets with limited documentation

i. Address that certain records are limited—some may only go back to 1994
ii. Provide guidance on year to obtain documentation?

d. [Specific question from DoD] How far do the reporting entities have to go in terms of
supporting the deemed cost figure? It's a surrogate but is not tied to historical cost. How
far do we need to go in terms of supporting the inputs to the figure that ultimately goes
on the balance sheet?

3. Determining the opening accumulated depreciation balance /Consideration of
Useful Life

a. Provide guidance on Capital Improvements
i. Provide additional guidance regarding improvements that are capitalized-

1. definition of improvements that are capitalized

2. address the completeness assertion

3. Provide guidance on what is considered a capital improvement versus
maintenance/repair/sustainment

4. SFFAS documents does not adequately address recapitalization of real
property assets—outside or exterior walls do not change but multi-million
dollar renovations to interior are considered maintenance / repair or
sustainment.




5. Questionable if capital improvements that increase useful life will be
accounted for?
ii. Intent of Capital Improvements In-Service Date. [SFFAS 50 para. 13.e.ii] was to
allow funding/monies to be grouped and not necessarily to be tracked separately.
1. One must still consider useful life.
Provide guidance on placed in service dates
i. is flight training and testing considered placed in service
SFFAS 50 did not amend SFFAS 6 par. 37 “Costs which either extend the useful
life...over the remaining useful life of the associated general PP&E.
Provide clarification regarding Fully Depreciated Assets (NBV $0) that are still in use?
i. SFFAS 50 did not change SFFAS 6 pars. 41- 42
ii. Needs to consider capital improvements
iii. Can guidance state when it would be appropriate
SFFAS 6 discusses revising the useful life and refers to it as an estimate. A discussion
of frequency of revising the estimate and the factors to consider may be necessary.
Provide guidance for determining useful lives
i. Including the steps to complete to determine reasonable and appropriate support
for each step
ii. Is the original engineering estimate reasonable for base and improvements?
iii. What example documents and names?
Provide guidance on salvage value and when you would consider such
Can we indicate not relevant for weapons systems or are there foreign military sales of
older assets (stripped of proprietary parts/capabilities) that conflict with such assertion?

4. Small assets (i.e., 20% of the value but lots of end items)

a.
b.

These are the remaining low cost, high density assets.

These are specific to each service and each classification of asset will present its own
challenges.

Services have not fully addressed such and we need to know what other issues arise for
these assets

Land Rights Sub-group

5. Land rights Disclosures

a.

b.

C.

Clarification of land rights disclosures by incorporating a reference as explained in the
BfC. [SFFAS 50 par. 13 h. ii and A19.]

Intent was to recognize there may be situations with land rights when disclosures may
not be required by this Statement. One must always determine if disclosures for land
rights are required and appropriate considering guidance in SFFAS 6 and materiality
always applies.

Provide example



General/ Broad Issues Sub-group

6. Unreserved assertion

a.

b.

C.

d.

Additional guidance regarding making an unreserved assertion to establish opening
balances. Need clarification on what DoD needs-wording of the assertion?

Guidance for “transition period” when DoD components begin populating opening
balances in accordance with SFFAS 50 (using alternative methods or deemed cost) but
are not ready to express an unreserved assertion and/or go-forward processes are not in
place.

The sub-group leaders asked DOD to provide specific questions regarding the
unreserved assertion topic that may require clarity.

At this point, it is unclear if the issues are those that should be addressed within this type
of guidance. Does the Task Force believe this issue needs additional guidance?

7. Line Item

a.

OTHER

The preparer can use judgment to decide upon the line items to present either on the
face of a financial statement or in related disclosures. Line items may be based on a
class of general PP&E, such as those currently included in the required disclosures, or
on other reasonable means of disaggregation on the face of the statement or in the
notes.

The presentation of line items may vary in detail. For example, components of general
PP&E, such as land, may be a separate line item, or there may be a single line item for
all general PP&E. A reporting entity may determine it would like to make an unreserved
assertion on classes of general PP&E disclosed in the notes to the financial statements.
Provide clarification whether combinations of deemed cost methods could be used for a
single line item.

[Specific question that came in from DoD] Construction in Process is not specifically
called out in SFFAS 50, although it's implicitly included due to being under the umbrella
of GPP&E. This has raised questions both internally and externally as to which sub-
lines can deemed cost be applied. Again, our interpretation is that an entity can use
"deemed CIP" (for lack of a better term), but again, more explicit language would help
clarify the point.

[Specific question from DoD] Can each asset class within PP&E be revalued at deemed
cost independently? For example, can IUS be revalued at $0 during a different period
than real property at replacement value? The language in the standard alludes to the
ability to do that but it's not explicitly stated that each financial reporting entity can
implement deemed cost at different types for the same line item on the balance sheet
based upon how the footnotes breaks out that line item.

8. Engage audit community including GAO, DoD IG, and IPAs in reviewing DRAFT guidance

a.

We are not able to provide guidance to the audit community; however, we can provide
guidance on SFFAS 50 to the preparers that includes what the Task Force determined
to demonstrate what it believed acceptable supporting documentation to meet the goals
of SFFAS 50 and sufficient procedures preparers perform to determine the amounts
reported in the financial statements that auditors would audit against.



Briefing on U.S. Coast Guard (USCG)

Alternate Valuations & Alternate

Dates-Placed-in-Service (DPIS)

Bobby Hart, Senior Manager, EY & CDR, USCG,
Retired and CDR Matthew Manofsky, USCG




Initial Lessons Learned

» SFFAS 6 compliance - Alternate Valuation /
Deemed Cost is not a “two-step,” but concurrent
(e.g. "“Drain the Swamp AND Turn the Spigot
Off”)

» Prioritize line items and assets from highest $$$%%

to lowest $ - “If Everything is #1 Priority, Then
Nothing Is”

» “‘Accounting Is a Byproduct of Operations” —
Without iterative/on-going existence and
completeness efforts (e.g. inventories, not just
testing), valuation efforts are fleeting and temporal
based on useful lives
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Most Useful Lesson Learned — “Perfect iIs the
Enemy of Good”

» Alternate Valuation, Step 1 (from Procedure):

“‘Based on the best readily available information,
reasonable estimates of historical cost will be used
for asset valuation purposes when adequate
historical cost documentation is unavailable. The
hierarchy listed below Is ordered based on least
costly, least amount of resources (personnel time
and funds) expended to complete (i.e. like-item) to
most costly, most amount of resources expended
(i.e. third-party appraisal) to complete.”
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Alternate Valuation Methodologies

Real Property
Alternate Valuation Method Persun‘al‘ XI:DI\ Houses z:nd All other Real
Property . (Non- .:’LTDI\— Property
Lighthouses) Lighthouses :

Like-item 1 1 1 1
Published Price List 2 2a - -
Published Industry Price Guides ) i ) _
(Vehicles only) -
E:{llstmg Construction Cost _ b i b
Estimate
Tax Assessment - 2c 2c 2c
Price Certification 3 - - 3a
Parametric Model - 3b - -
Plant Replacement Value (PRV) - 3c 3c 3c
Budgetary Estimates 4 4 4 4
Third-Party Appraisal 5 5 5 5
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Alternate Valuation Methodology Metrics at
Time Unmodified Opinion Was Earned

“Perfect is the Enemy of

Good”
“Drain the Swamp AND Turn
the Spigot Off”
I
Average _— Total % of Total
Net Bqok | % of Total
Priority Methodology (Real and Count | Acquisition Total Acquistion Accumulated Total Net Bdo oot fora Total Net
Cost . Value Count
ersonal Property) |\T Cost Depreciation Book Value
5 Third-Harty Appraisal 571 $8,702,47 $4,969,111,68 $2,281,524,752 | $2,687,586,930 3.67% 39.82%
4 . | 57 6 | 17 | $4,445,031,194 ,016,567, ; -
1 Like-lt $3,358,051 | $997,341,149 | $122,710,823 | $874,630,326 1.91% 12.96%
SFFAS 6 3395 | $446,956 | $1,517,416,469 | $676,380,298 | $841,036,171 | 21.80% 12.46%

| 3c__|Plant Replacement Value (PRV)| 1005 | $1,747,303 | $1,756,039,672 |$1,153,706,347 | $602,333,325 6.45% 8.92%
| n/a |No Valuation Documentation 9570 | $160.405 | $1,535,073.714 |$1,222.238.505 | $312,835119 | 61.45% iedy

2b Construction Cost Estimate T 7 $965,634 $6,759,435 $5,343,387 $1,416,048 0.04% 0.02%

3 OEM Price Certification 120 $169,241 $20,308,954 $19,747,742 $561,212 0.77% 0.01%

2/2a  [Published Price List 13 $161,324 $2,097,211 $2,073,182 $24,029 0.08% 0.00%

3b Parametric Model 20 $26,680 $533,600 $532,150 $1,449 0.13% 0.00%
Grand Total 15574 | $979,178 |$15,249,713,081 | $8,500,824,727 | $6,748,888,354 | 100.00% 100.00%

If Everything is #1 Priority,
Then Nothing Is
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Alternate Valuation Methodology Examples

Like-item — All — Priority: 1

Tax Assessment — All RP — Priority: 2c

Parametric Model — Aids-to-Navigation — Priority: 3b
Plant Replacement Value (PRV) — All RP — Priority: 3c
Budgetary Estimate — All — Priority: 4

Third-Party Appraisal — All — Priority: 5

vV vvy V VY

Page 6 FASAB SFFAS #50 Task Force



Like-1tem

Eef: (a) Financial Resource Management Mamual , COMDTINST M7100.3D
(b) Financial Resource Management Manual Procedures (FRMM-P). COMDTINST
M7100.

(c) COMDT COGARD Washington DC 2118217 Jul 10 ALCGFINANCE 026/10

(d) COMDT (G-8) memo 7300 of 02 Jul 10
1. The following memo outlines the asset folder review process and assumptions used to book
like assets in the Core Accounting System (CAS) Oracle Fixed Asset Module (FAM). Like
assets were used when valuation information was missing from the asset folders and a reliable
like asset could be used as a comparable.

2. Folder Review: CG-85 and CG-844 staff members pulled individual asset folders from
FINCEN lecterns. The reviewer then cataloged the documents in the files, extracted cost
information and created summary tabs within a master spreadsheet for review and analysis.

3. Date in Service: To determine a supported date in service for each asset. we utilized the
following precedence list as per ref (b).
a. Tier 6: Altemative Methodology Hull Identification Number (HIN).

4. Valuation: To determine a base price, we utilized the value for a like asset as determined by
CG-844. The like asset 15 determined with support of the following documentation:

Asset CGS06937 || Like Asser (CC
Description CG 216005

Tagz Number 216005

Model ZODIAC H630

Senal Number XDCH3062D494

Date in Service 1994

Cost % 43.030.84

WValuation Source Like Asset

5. The capatal value listed m enclosure (1) was used for the vilue T
CG506937 is to be adjusted to $43.030.84.

6. The discrepancy between descriptions is accounted for as a difference in determination of
boat length in different vears. Humicane Zodiac Model 630 15 advertized as 227 feet in length in
2012,

7. This deternination applies to asset mumber CG306937.

Page 7
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Tax Assessment

CITY AND COUNTY OF

Previous Parcel

Parcel Number
Ohwmer Mame

Location Address

Property Class

Land Area (approximate sq fi)

‘ HDNOI.ULU

DEPARTMENT.OF BU JGET AND FI"C.-L SERVICES

: ﬁA;EELPROPERHéSSESSMENTEE_ﬂEGIN | ‘E_ -

—

ILand Area (acres)

Assessment Year

2016

Valuation: $7,200.00 2 V1

Property

Class

PRESERVATION

Tax assessment of Like Parcel

Real Property Home
Owner and Parcel Information Print Owner Info
630020090000 Data current as of December 12, 2016
STATE OF HAWAII Fee Cwnar Project MName
| FARRINGTOMN HWY Plat Map Flat Magp PDF
PRESERVATION Parcel Map GIS Parcel Map |
1,108,166 Legal Information
PROPOSED ADDITION TO KAEMA POINT MATURAL AREA RESERVE
25.44 SYSTEM PARCEL 7 0.24 AC DES C.5.F. NO. 22,806
Any ownership changes after assessment date of October 1 will be reflected on website after assessment roll certification on or after January 31.
Assessment Information Show Historical Assessments Print Assessment Info
Assessed Dedicated Land Met Taxable A.sts_es_sed Building MNeat Ta:_tahle Total Total
Land Use Value it Land Building e o Building Property Assessed Progerty Exemmlion
Value Value Value P Value Value pe B
= 190,800 50 = 190,800 =0 20 =a =0 5 150,800 5 190,800
< i i £30020090000 [ Click tor

Selected Farcel Card)
Land Area [approximate =g 1108166
Land Area [acres) 25.44
Physical Address FARRINGTON HWY
FProperty Class PRESERVATION
lAssessed Land Value 150,800
|Assessed Building Value 0
Total Property Assessed £150,800
lvalue
[Total Property Exemptions £150, 800
[Total Net Taxable Value =0
Improvements on Parcel ]
[Total Improvement Area (=g o
\Website last updated December 12, 2016
GIS Maps last updated December 05, 2016

Cost Per Acre=($190,800/25.44 Acres)=$ 7,500.00
Valuation=($7,500 *0.96 Acres)=%$7,200.00

b SFFAS #50 Task Force




Parametric Model

NAVAID POLE ATON CURRENT COST WORK SHEET TEMPLATE
{All Dimensions in Ft. or 5q. Ft.)

Legend

Auto Caleulation

Input

AlD_UID:

ANT:

IATONIS Light List Mo.:
ATON Mame:

s

Date of Cost Data:
[NOTE: If "Date of Cost Data" is not provided, use 2008]

=]
=

Asset Date inService:

Prepared By:
Date Prepared:

What is the type of structure or pole?

If "other pole” what is the pole's height (FT)?

How many ladders are there?
[NOTE: Aladderis 7 FTin length]

841576 CG ANT BUFFALO
Total cost of ladders:
Is there alight stand?

Is there a light?

|s there a sound signal (horn)?

HRL 1

|5 the structure a range? Note: See Valug

43.319680
-78.836840 2/16/2016
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Plant Replacement Values (PRV)

» Selected Inputs

» Category Code (e.g. Building and Structure Type; not Land)
» Replacement Cost Factor — per unit of measure (e.g. $/sq. foot)
» Size — unit of measure

» Other Inputs

» Area Cost Factor; Historical Record Adjustment; Planning & Design
Factor; Supervision; Inspection; and Overhead (SIOH); & Contingency

» Indexing

» Needs to be Indexed

» Land — Bureau of Labor Statistics provided Indexing Back to 1913; 2% used
on average prior to 1913

» Buildings — Engineering News Record-Building Cost Index (ENR-BCI)
» Structure — Engineering News Record-Construction Cost Index (ENR-CCI)
» Can be Indexed Forward (Inflated) or Backward (Deflated)
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Asset Enrolment Template (AET)

Asset Enrollment Template (Sheet #1 - Asset Photo, FRPC Data, and Approval Blocks)

[Rate/Rank, then Name (Print and Sign) sbove  Date:
- Reviewed by: (Thi: iz typically the Site Captain)

4/13/201 '|

===

JRate Tank, then Mame (Print and Sizn) sbove  Date:
3. EF Prozram Approval (RPAQ or equivalent)
PACPO Richard Sines, RPAQ Support

[Fate Rank, then Name (Print and Sizn) sbove  Date:

H. CFO Prozram Approval: CG-844

[Rate Rack, then Name (Print and Sigm) sbove | Date:
5. OF A Record Correction: FINCEN

[Foate Rank, then Name (Print and Sign) sbove  Date:

Official Asset Photo

Landlord OPFAC: 31800 | Landlord Name:|CG YARD BALTIMORE | Date of Site Vm{ 4132012
Dnstallation ¥ 27001 Sites: 00 Site Name:|CG YARD BALTIMORE
Legal Interest (frpc #3)Govemment Cwned [Status Indicator (frpc ﬁd.a):| A
TLeaze Maint Indicator (frpe #3b) Disposilion:l
Hist Status Not Evaluated Restrictions
(frpc 85): (frpe #23):
Descriptive Name Tl New CATCODE Description ;
(frpe #13): [T U i W (s e pey
B BEA 884 | WAREHOUSE/SHIFFING& | 441-10 Mission-Support
RECEIVING e Mal.eris]\;za':s L:;mrage
MDI Ques £1. Using Org (frpc =7)[  HAMS # (Housing Only) “D.Ls.  IATONIS & (ATOX Ouly) OFATag#
DI Ques £2 7002 10/1/2003 RPOZ321
*Notes:
Usa 1o axplain.
all acdons
1. Prepared by: i3 is the individual who gathered the data
[Tlames1

Includes General Services

Administration (GSA) Federal Real

Property Council (FRPC) Data
Requirements

Asset Enrollment Template (Sheet #1 - Asset Photo, FRPC Data, and Approval Blocks)

RPUID: 62321

LuFY.
4 i

[0 -eceuiusars3!, CoUD Aces)AET Attachments|Sietches\ 623215 f
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Asset Valuation Template (AVT) — PRV
Calculation

DOD Pricing Guide - SAM PRV CHANGE REQUEST

Date: Tr2iz2012
Requesting Unit CG85
RPUID: 52321

REASON FOR MANUAL CALCULATION:
CG-85 Real Property Asset Enrollment Effort

Area Historical Planning &

Category Code '::"u'f':‘:f“‘e“‘ Size  Cost Record Design  SIOH Contingency PRV
actor Factor Adjustment  Factor ,
4421-00 % 8990 5124068 % 096 4 1 % 109 % 1057 % 105 — § 1295333181 Vi
Reference:
Category Code
|Replacement Cost Factor
Size
Area Cost Factor V2
Historic Record Adjustment DOD Pricing Guide - June 2011

Planning & Design Factor
Supervision, Inspection &
COwerhead

Contingency
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Budgetary Estimates

» Inputs
» Congressional Justification (CJ) — Program Pages
» Conference Reports ‘ EXTERNAL TO
» Appropriation Acts, Digests, etc. ‘ REPORTING
» Warrants from Treasury ) ENTITY
» Uses

» Specific Identification (e.g. Hull #1, Aircraft#11, etc.)
» PerAsset (e.g. Boats #32 — 42, Tanks #1- 20, etc.)
» Program Level (e.g. Program Costs, Administrative Costs, etc.)
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Completeness through Reconciliation

Department of
Homeland Security
United Siates Ceast Guard

Lt ooz v
ot S | HEOUSE OF REPRESENTATIVES | 111 das

DEFARTMENT OF HOMELAND SECURITY
APPROPRIATIONS ACT, 2910

O 1, 3o e el

Mz Pascr of North Carolina, frem the commilton of comfurenie,
bk
CONFERENCE REPORT

T sy R 3

s o o, i e €
e
P e el
e e
et e e e o g

‘That the Housu rocado from s disagrocmast. o the amend-
mat F e Sensia and agTes io tha sams Wik 2% amesdment 23

s
s of thy matier propossd tn be Insartod by the Seaata
amatimes, e mmh-w

Rxsrmn e mes e g
ims:um;hmm dag&wmbgmmmmﬂlw

e s
DEPARTMENTAL MANAGEMENT AND GPERATIONS

G oo S ngr'rnlh'mnmnm

usC maagemant o, Ine
frEhh

e T il L P
ST e s S BTl e 1

im S(mu%ﬂ /:n i mm mz msz ST S

DEPARTMENT OF HOMELAND SECURITY
APPROPRIATIONS ACT, 2010
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Conference Reports — PPA Level

23
ACQUISITION, CONSTRUCTION AND IMPROVEMENTS: CONFERENCE AGREEMENT—FISCAL| YEAR 1996
Program name Fiscal {?arr:a E;QQE Bs Flﬂle 1996 F|scaéglna:£e 1996 ﬁnnfer?nnetzst agree-
Vessels:
Survey and design—cutters and ?
BOALS oo $500.000 $500,000 $500,000 $500,000
Seagoing buoy tender (WLB) re-
placement ..., 65,000,000 65,000,000 65,000,000 65,000.000
Coastal buoy tender (WLM) re-
placement ............c... R 93,000,000 93,000,000 93,000,000 43,000,000
47-foot motor lifeboat (MLE) re-
placement project ..., 500,000 500,000 500,000 500,000
Buoy boat replacement project
(BUSL) oo, B 8,500,000 0 8,500,000
Polar icebreaker replacement fol-
[OW-0N <o 4,300,000 4,300,000 0
B82-foot WPB capability replace-
1111 4,000,000 0 0
Norwegian crewing concept devel-
opment (NORCREW) .........c.cc. 2,000,000 2,000,000 0
Self propelled barge replacement . 900,000 900,000 0
Surface search radar replacement
PIOJECE oo 3,500,000 3,500,000 0
210-foot medium endurance cutter o
MMA i, B 14,500,000 14,500,000 10,500,000
378-foot shipboard command &
011111 R 1,300,000 1,300,000 0
Configuration management ........... 5,700,000 5,700,000 0
Total vessels ........... R 203,700,000 191,200,000 178,000,000 167,600,000
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CJ — Specific Identification

ACQUISITION, COMSTRUCTIOM, AMD |UPROVEMENTS

FIICAL TEAR FRETEEY TILE TOACRESTOMAL TIITHICT.
BUSGCET ITEu Mo Polar [cebraakar Replacessnt
w110 DR FUMETION BF FACILITY FAOLITY FERGIHHIL ALLOWAHCE AF FROFRIATION HITTORY .
« Logistic support af N - ECEROOM ATED
4, WU.5. defénae unlts and maritise commerce v o T - Fanshsg rEan DT
B Selentiflc ressarch I ¥ L_‘J.j - _— e : e
g.- Marine Eransportation ressarch P e -—&——hﬁlﬂ—kﬂlﬂmm 1967 | * 000, 00
« Sefencific tesearch in support of ie 2 1 e DRRLEN Roplgcoment Toabpeaker | LGRS | B SO0 000 |
devalopment of Arecic Alaska and the [#weisves  f LAY ¢ 17 e e ; "
Alagkan Comklnental Shalf, | cruiiam T
— — bt 181 |+ aee | T I S
‘_ﬂ-l.lmll FOE BEQUELT AHE PFHYECAL BEVERIFTH OF EXITIEG FLCILITT: SFICKIPTION GF FRIJECT,

This request ing Lacamant of tional £leet a
breakere. er t'ﬁh:ﬂmrw“, che aix "FM 1!1].“ lii _:i‘l?nhl:r “I.g.cud, m:?;:tmtﬂﬁg é'.:_:rﬁ::;rllnﬂb:":'h Itplacement of the overage and
WINDE" we rom

and CGC GLACIER will remain operacfonsl. The six " e bull Characteristics of the mew ghip
1543 through 1947 aod have besm im contimuous eervice aipce then Lo the are axpected to Lacludes
harsh polar enviromment. They are cverage and detericrated. Even major
reconstTuction and rehabilization will mot assves safery snd rellabliity &. Capability to beeak four Sest of First year plate sea fce In a
past 1960, IE the six ships are replaced with Eour af the rate of me o Fant tnuou moda 'm 13 r“tmfmaﬂtr ramaing mode.
L] fnnl with Chis reguedr, [ Last "WIND™ will not be laced - nimum EmduTAnCE aYs & POWET .
Entilb;!m! 1979, 'I'l.l:m!tng wast ﬁnﬂ: in FYTL. i n TERiaE e. Marisyn gustained speed in calm, open water of 17 knots and normal
Hull ard machinery faflures on the “WINDe® are limdcing mission effec- teanait spesd of 16 koota.
tivensgs. Recently, mmerous misslons have besn shorted and others d.  (me hydrographic and one h.lltt-purrug sclencific laboratery with
enrlougly pred Bacause 6F theds Fallutes. The SoRt promisent was Che prevision for use of three porfable scientiffc wane.
fafiurs of N I to complete the sscort of the supertansker MANHATTAM & llity for om board data processing.
through the Horthuest Passage. ) . ) . \.f"'_ i 2 .ﬁfiﬂ mawign "'"';'w .
_ M:g-;iﬁ SomeTTect i L fociaem the %ﬁ%fﬁﬂﬁj B R v HiELas ifor ﬁﬁnﬁn:ﬁd“ :.gliimdmﬁ’?!cﬂﬂﬁ ard avistion fusl
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oF khe natfomal sucfdce caABLILEY In polar _.E.”‘. afrar abour 1975 to 198O, . Hakimm relisbility of the hull, propulsion and control sysrtess o

Llew [l hone {rvere
Daferral of sanstruction sill further reducs relisbility and capability :r LTST; “::_:’pt:: m’:}:‘::_'ﬂ“ vy from porty an ase
af 0.2, polar oporationa. Cancellation of the replacesant program will

causs the lass of the aationsl surfsace capability in polar seas after
about 1575 to 1980, TEOIT BATIMATE OF woAx
a5he will sail with up 1o 138 affleers and men, and uwp to 10 eivilisan [ ———— ey -

sciomtista The allowanos shown inoludss the rotational crew PECESSATY - SR e v s s 1:
for the extanded operating time contemplated, Constroer oms polar icsbresker A 85 000, 000 !l
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CJ — Per Asset

ACQUISITION, CONSTRUCTION, AND INPROYERENTS

FHMEJERT TITLE HEASEAT CITY & ConmamEIuGRLL DETIHET
MEDIUM EMUMJEANCE (WHEC) CUTIEH REFLAGEMENT Varigus
APPACGFAIATION HEEGET
Marine Selence Astivities SPPEOPEIATED
Marine Envircoapsabal Probection freEm= T AN T
ATy Prensred RHELC/nMEC CUbter Heplacement AT |5 Ew.0m0
WOSBCH FOE AEGUEST SRD PRvSICAL DESTRIPTION OF ErisTinG FACILITY

Eight hedlun Endurancse and flve HLgh Endurance Cutbters will have reacnsd the . . ) __'
end of thelr useful =ervice life betwess 1977 and 1981, Theas cultass are o R
techaologically obeclels in bhat Lhey are ool equipped with Tlight decks For o R o
nelicepter operoticns. Habitability 1s of Wa 1@ standards. The =nginesrcing
planta are coastly to maintaim im wiew of btpelr 30 - A0 year age. Cribloal
parts suca ab waln ecgine, cylinder liners, and pistona ace extreeely difficult [ warcen | [ T T TR
arkl mxpenzive bi praccre.  To Beet the iesreszing ecmplexity of missioes, [ T |' """
appacially thoss im tha eaforcasant of tee laws amd treaties misslon, requirss | """':‘: &/ 1 . l£_1 o h_b-"iﬁ [ TE-’IEF:_'_ -
rellable, helicopter-capable, durable, azd nabitable ves=els. I

PLAUHER 12 | ] 26 ] g
EF&L PAOPEATY WHGART [RIOOT

TERRE Tr vl CEIC M FIoon SF ALMLACLMEWT FRATILITY

Langth - 270, Hpaad - 9.5 knota P -
B - 3 ft. Hange - £,500 W.B. at 15 kooks renes T [ TN aian
Draft - 1% It Propalsion = Two 3,500 H.P. diesels aEMED [ 5 Ja
Dieplacesent = 1,TED tone Helloopter Flight deck and hasgar BEIND ACOUIRED
LEANES AHD !ﬁl.H!HTI
The ship will be asspigred 1o sodert habilability and eavirorsental standards, a IR L ©
Electronles, sulomaled engine roos and comsunications equipoent will be | .81 SUMMART |SDDL)
atate-of-tke=art. LUDUMT O THIS AEQUEST LI 1 [ 1]
EETiM&TED PUTUAE CORTE SE AT @ oF AL« Tmd SROJELT 205, 160
FATNATED FUTLUME COATE ST & ll‘;ﬂ'l- TER FATILITY -
CORT EITIMATE OF SOAE
S [ . S e - r——— -
! ESTimadis
s - A s B

WED replacesent = construch ! ! ! 1 W1,100
Eatimated FY 1979 mmoalali L 4 500

Ezlimated FI §9H0 . . . .
e . L . . . . 55 Annean

¥ Data focr current persoonel sirengih shows typieal crews for vessels being replaced as Follows: 1
Typioal wkeEl Trpioal WhEC.
¥ Includes aviaticon datashmest of tores of finers and =ix enlisted.
"8F Does nobt irclude approxisately FE.1 million for vessel oubfits, retcolit costs, aod other

; adpinistrative coxfe that will agt he budpated fpr wnkfl @ future Year. Estimated foture costs |
¥ next 4 years - this propect,” loclodes these costs. |
=
=
I

5

OERARTUEMT OF THAMERGMTSTION, o 8, CRANT QULAD FAEVESIUY EOITIONS BRE OSSCAETE
Eong-12a8 HEV, b0E
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CJ — Program Level

fice Startup and

Operation
Project npuru.i.nm Ineluding Training,
and General Administration

19932 :
1. Detailed Design and Cometruction of Lead

mj u:i: nls.mant nffzcn istﬂum
Project Administration/Support Services
Contracts

Project Resident Office Administration
Project Administra uuu!&up:part Bervices

Contracts : 50 ) Costs

= e - s =

2. Llogistics Feeility Cost

. Project Adminlsgtration Cost
i. Ice Strengthening

et ik T
ject Administraticn Cost

1956
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Third-Party Appraisal

» Approaches
» Cost approach
» Market approach
» Income approach
» Value-in Use

» Uses

» Class-wide
Model-wide
Modification-wide
Others

v v.Y

July 2004 Base Values

Model
1. HC-130H
2. HC-130H
3. HC-130H
4, HC-130H
5. HC-130H
6. HC-130H
7. HC-130H
8. HC-130H
=) HC-130H
10. HC-130H
i1. HC-130H
12. HC-130H
13, HC-130H
4. HC-130H
15. HC-130H
16.  HC-130H
17. HC-130H
8. HC-130H
19. HC-130H
20, HC-130H
21. HC-130H
22. HG-130H
23. HC-130H
24, HC-130H
25, HC-130H

Vi W

LU]{ Qaglk%%[-o ‘? Tail

CGAS ELIZABETH CITY
NAS PAX RIVERMD
CGAS ELIZABETH CITY
CGAS ELIZABETH CITY
CGAS ELIZABETH OITY
CGAS SACRAMENTQO
CGAS SACRAMENTG

CGAS ELIZABETH CITY

CGAS KODIAK

CGAS KODIAK

CGAS BARBERS POINT
CGAS SACRAMENTO
CGAS BARBERS POINT
WARNER ROBBING AFB
CCAS KODIAK

ARSC ELIZABETH CITY
CGAS KODIAK
WARNER ROBBINS AFE
CGAS CLEARWATER
CGAS KODIAK

GGAS BARBERS POINT
CGAS CLEARWATER
CGAS KODIAK

CCAS BARBERS POINT
CGAS CLEARWATER

Numher

1500
1601
1502
1503
1504
1601
1802
1780
1700
171
1702
1703
1704
1706
1706
1707
1708
1709
1716
1710
1741
1712
1713
1744
i715

(=

TH I = rD g

Alrcraft

SIN

4501
4507
4513
4528
1529
4780
4762
4931
4947
4958
4966
4867
4969
4983
4996
4999
5007
5005
5023
5026

5031

5033
5034
5035
5037

PBase
Value

$2,513,656
2,479,005
2,496,846

- 2,497,648

2,462,058
1,620,000
1,654,651
2,545,740
5,677,623
2,850,407
2,875,093
2,881,335
2,898,033
3,581,471
6,672,640
8,735,413
6,733,863
6,733,863
7.223,350
4,531,474
4,619,645
4,612,645
4,595,161
4,504,880
4,702,322

1%
0¥

L
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Alternate Date-in-Service (DIS) Methodologies

Perzomal &ty Eeal Propercy
Alternate DIS e i

Phiases AT

. . PP & X All tHher Brsl
Vewsch | Bowis | Vohicks | Soffwars £l ) P .

Obixin Ship's Plaguss 1 - - - - - - -
Analyzs Hull
Identifcation Membar - 1 - - - - - -
Analyzs Vihicls
Idzntifcation MNembar - - 1 - - - - -
Analyzs Amcradt
Flagues - - - - - 1 - .
Maistenanes and
Logistcs
Clocumemtation - - - - - ] - -
Midpoint of Modal
Yoar - - - - 3 .
Midpodint of DTS for
Adjscent Assais 2 4 - - 1b 3 - -
Midpodint of Fizal Year
of Funding 3 & 5 k. 5 4
Tax Aseusor - - - - - -
Dedicaticn Plaque - - - - - -
Cornerstons - - - - .
Constraction or Build
Diata i JTATOMNIS or
HMIS - - - - - - a -
Earliest Bita Plot or
Asved Drawing - - - - - - %a Sm
Earlisst Maintenancs
Record of Assat - - - - - - %h s
Dhalivery Date within
Contmacts, PO,
MIPE s amd PR's - 2 2 1 la - - -
Crder Date of
Contmacts, PO,
MIPE s amd PR - i 1 s 2 - - -
Midpodnt of Year(s)
AMlanefachmed 4 5 4 - a 5 . .
DIE from Major Assat
om St - - - - - - - 5
Oithigr Third-Party 3 7 [ 4 ] -] ] -
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Alternate DIS Methodologies Impact

Average _— ' % of Total
Priority Methodology (Real and Count | Acquisition Total Acquistion Total Net Book % of Total Total Net
Cost , Value Count
Personal Property) |\T Cost 7 Book Value
5 Third-Party Appraisal 571 $8,702,472 | $4,969,111,683 1| $2,687,586,930 3.67% 39.82%
4 Budgetary Estimate 576 $7,717,068 | $4,445,031,194 ! $1,428,463,744 3.70% 21.17%
1 Like-ltem 297 $3,358,051 $997,341,149 $122 71{3 823 $874,630,326 1.91% 12.96%
SFFAS 6 |Historical 3395 $446,956 $1,517,416,469 || $676,380,298 $841,036,171 21.80% 12.46%
3c Plant Replacement Value (PRV)| 1005 | $1,747,303 | $1,756,039,672 || $1,153,706,347 || $602,333,325 6.45% 8.92%
n/a No Valuation Documentation 9570 $160,405 $1,535,073,714 || $1,222,238,595 || $312,835,119 61.45% 4.64%
2b Construction Cost Estimate 7 $965,634 $6,759,435 : $1,416,048 0.04% 0.02%
3 OEM Price Certification 120 $169,241 $20,308,954 $561,212 0.77% 0.01%
2/2a |Published Price List 13 $161,324 $2,097,211 $24,029 0.08% 0.00%
3b Parametric Model 20 $26,680 $533,600 $1,449 0.13% 0.00%
Grand Total 15574 | $979,178 |$15,249,713,081 || $8 7 || $6,748,888,354 | 100.00% 100.00%
Page 21 FASAB SFFAS #50 Task Force




DIS Methodology Examples

» Midpoint
» SFFAS 6: Historical

» Then SFFAS 35: Alternate Valuation, Now SFFAS 50:
Deemed Cost

Ship’s Plaque — Vessels — Priority: 1

Dedication Plaque — All RP — Priority: 2

Cornerstone — All RP — Priority: 3

Earliest Site Plot or Asset Drawing — All RP — Priority: 5(a)

Earliest Maintenance Record — All RP — Priority: 5(b)

Other Third-Party — Both PP & RP — Priorities: Various (4-7)

vV v v vV VY

Page 22 FASAB SFFAS #50 Task Force



Midpoint

Exhibit Date Type First Date |Second Date| Midpoint
1942 Year 1/1/1942 12/31/1942 7/2/1942

1940 Year- Leap 1/1/1940 12/31/1940 7/1/1940

November-43 Month-30 11/1/1943 11/30/1943 11/15/1943

February-43  Month-28 2/1/1943 2/28/1943 2/14/1943

Page 23 FASAB SFFAS #50 Task Force



Historical

DIS: 9/17/1954 D1
Historical DIS
h " M4as A 3 Attached to the Record in Sustainment

FILENAME:
Vesting Title and Description.pdf

LL HUMPEF
2 )
298 | Kaena Pt, Lts (o:m)l -1 VE
) "&‘ (G :
M. TREPMAN B“‘LU-\-IS.:-;:':;?
is FREEMAN “."‘g.a-
FIRST ENDORSIMENT
41
Yrom: Legal Officer 17 September 1954

Ta: Chisf, Civil Engineoring Ssetion
l. Retiurned,

2. Hemarks:  Attached are two (2) copies of the pert

pertigent parts of the
Court order (Condeming the property and vesting title in the United States)
centaining the property description.

James B, Cooper, LT, USCG, (12_1?_)
Lagal Officer

Bncl: (1) Description of Reservation Z-ea
(2) Descriptiom of Right of Way 2~ea
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Ship’s Plaque

2T DY

WE SERVICES INC

ULEANS, LA,

. 3-18473-A MULL NO.Z‘P-‘
LAUNGHED -

N T

/

—
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Dedication Plague
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Cornerstone

Page 27 FASAB SFFAS #50 Task Force



Earliest Site Plot or Asset Drawing

BT LTI ¥~
s B
- =5 &
3 kY
! ©
WRD LATER 1 W G e
| &
Fatiiet B9 — —
] Wi BRSPS
= U7 i Aer |
r=" @ 1008 ", M
b
- \ N
\ \
A R 0
-
= |3
I
EH LATIRN -‘. l S \
. o
- o \
28
L
SO LATERY .
b i )
Fhor ¥
R ]
gl P
L =1 R H. R LATIR, f, T S
2 - -
i = 2
ey
#- 0 ecf o bfsr = VS VAR
% . ¥ & Ve
ELC CONSOLDATION
P . - OO YARD CURTIS BAY
= - i U Y 0
= s = " o
e Py - ARCATECTURAL
i, o SITE PLAN
O T D T e
) y s e
R =
¥i e - . ——rreE— | ——
AR | e s —— .
[ | B0-X3481 UOG503
s
| 3 E1M fearr o7 o 10w

|ﬁ$\.c?&l r':.

| Date: 10/7/2002 D1
CGTIMS File Mame:
A03802045 E101.dwg
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Earliest I\/Ialntenance Record

L S5CG Integl'ated ATG‘\'I‘S

Federal Aid Informarion Du:ument Ll:at\' AAPS 5.5 Format

Asd Nubar,  D0O100514004 LLNR: 1405 DurFav Dase: 10312002
Asd Namma Wilica Harbesr Pusrbasd Liphe 2 Uit Fav Dase 100572014
Semopal . Hull Froen To: D

Drunmuce Pamarky

Lzt Pepeacks.
05 MOV 2014 G ANT BUFFALO

EFV POST-ALLISION VERIFICATION. FWP, SERVICED [AW ATON SERVICDENG GUIDE “C”. BATTERY =09
QI2589 FOUND AT 14.2VDC, LOAD TESTED TO 128VDC. SOLAR PANEL TESTED AT 15.6VDC, LOAD TEST SAT.
EEVIEWED DEF PART 1. NO CHANGES FECOMMENDED. VERIFIED L1, CP, CHART, DGPS AND LATONTS.
LWP.

N OCT 2002 C0 ANT BUFFALO

EFV ATON DISCREPANCY. FOUND WWP, BATTERY WAS HEAVILY COREODED ON THE POSITIVE
TERMIMAL REPLACED BATTERY WITH BATTERY #0¢-0]12580. SERVICED AID TAW ATON SERVICDNG GUIDE
"™ VERDIED IATOMIS, LWP.

10 JAM 2002 CG ANT BUFFALD
EEVIEWED 5F. CHANGED DVSPECTION INTEEVAL TO 34 MONTHS.

11 AFR. M1 C& ANT BUFFALD
RFV SCHD ATON SERVICE. FWF, SERVICED AID IAW ATON SERVICDNG GUIDE “B*. RECHARGED BATTERYS
CP-D03TTE WITH NEW BATTERY= 001253 1. LWP.

24 5EP 2000 CG ANT BUFFALD
BEFV ATON DISCRERPANCY. FOUND NWP, SERVICED AID LAW ATON SERVICEG GUIDE "B VIEB-44 }0T
WORKDH: PROPERLEY, REPLACED VLE-44 AXND BOTH DAYBOARDS. LWP,

OE JUN 2010 CG ANT BUFFALD

EFV ATONORD. FWP. COMPLETED ATONOED 09-10-034. REMOVED 30000 LIGHTING EQUIPMENT,
BATTERY m(-008742 AND 01 350 SOLAR PANEL REPLACED WITH VLE LED LIGHT AND 01 100 SOLAR
PANEL. MEXT VISIT REPLACE BOTH DAY BOARDS AND BRING 10W SOLAF. PANEL BRACEET. LWP.

10 AUG 1008 C& ANT BUFFALD
RFV SCUD ATON SERVICE FWP IN 2ND POSISTION, SERVICED AID 1AW ATOM SERVICING BEPLACED 42
LAMPS AND DLC. LWP

16 MAY 2006 €& ANT BUFFALD
FUWP REPLACED DLC 01 LAMP AND WIRE HABNESS, DAYBOARDS SATLWP.

19 AUG 2005 ©C ANT BUFFALO
FWP D4 FIRST POSITION, REPLACED DLC AND | LAMP. REECHARGED OLD BATT = 09-004P6] AND (9004042
WITH KEW BATT # 02-008774 AND 09-008768. LWF.

18 MAR. 2005 UHENOWH UNIT
DISC RESPONSE. FOUND AID WA TCHDNG FROPERLY IV THE SECOND POSITION, REFLACED DLC AND 2
LAMPS. LWP.

30 AUG 2004 TRENOWN UNIT
FWE, FOUND [ 15TROSITION CHANGED DL AND 01 LAME, LWE
22 U 2004 LREHOWY UMIT
T N N L T T ey
11 0CT 2002 THENOWH UNIT
FUWF, LWP.
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Other Thiro

I-lime
¢unh‘:1 us

[

-_—?an‘.

mnnel Roster ~

H Complete Roster

j Search by Unit

1 Search by Lost Neme,

View the Guest Book
Sign e Guest Book

“ ol Intertst :
w5 What is o Loranimal?
Reminiscing

Amelio Earhart Pioject
i Leran Health Issues ..

Iscellanaous
Discussion Forum
Busine:s Cards & Links'

M} ATLS Program
[CG Doc uments
¥ Loran Implementation,
lt.:nning. Installation, ond
Termination’ 5

Ly A = 1=y

fy

-3

[ Operation Tight Reign

D1 ¥

| Site: SPRUCE CAPE LORAN/NAVY SEALS

MName: BLOG-LORSTA EQUIPMENT
RPUID: 22243

Pictures

Fact Sheel

Site Survey:

] Corﬁru:iin{"llnale
Construcied by:

' Established:
Disestablished:
Operated by  ~
Chain: '

.. Stotion Letter designation:
Station code name: Laer

Station Unit Number:
Radio Call Sign:
Stafion aka:
On-air tesling date:
Operational date: '

D15: 07/01/1951 - See mid-line calculator attached.
Filename: Obtained from Loran-History.info site

rl'

574923.76 N 15217 4227 W {1?m Merc-.w ﬁumrﬁj

'.; - : .. e : o

Wey 25 - June 4, 1950 . it e

VR A O P SR

{ ] n r'.- ) "y H'I‘ |L ::
.Iﬂ”:'m b ; I

UseG _ iy s (TR
_ GULF OF ALASKA Ut ], e

WK R S |

ER wia i '3 L . 3 T l

MAR1952 AL ;

T MARTESZ = K "t Tt || s i e w AT )

lORAN STATION spnuce t‘:APE' ol

]
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More Lessons Learned

» Document Retention — without the
documentation, the values do not matter (i.e. we
do not have documentation for the values that
exist now)

» Asset Balances + Journal Vouchers (JVs) and
Other Adjustments = Line Iltem Balances

» Leverage pre-existing operational, logistics, and
engineering data and reports (e.g. facilities data
| FRPC for existence and valuation, NIIN’s for
different versions of same asset, etc.)

Page 31 FASAB SFFAS #50 Task Force



Most Important Lessons Learned

» The CFO Act was from 1990
» |t is Fiscal Year 2017

» The “lew-hangingfruit’ has been plucked.
» The “guick-wins” have been won.

» The path that remains includes nothing but
consistent, sustained, prioritized hard work that is
based on meeting the five management
assertions at the individual asset level and
retaining relevant documentation for auditor
sampling.
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Questions???

RE
I% "‘) OFFICE OF INSPECTOR GENERAL
??‘%ﬁj Department of Homeland Security

Summary

l:E{PMG expressed an unmodified opini0n|on the Department’s balance sheet as of
September 30, 2013, and the related statements of net cost, changes in net position,

and custodial activity, and combined statement of budgetary resources for the year
then ended (referred to as the “FY 2013 financial statements”). However, KPMG
identified eight significant deficiencies in internal control, of which four are considered

material weaknesses. Consequently, KPMG issued an adverse opinion on DHS' internal
control over financial reporting as of September 30, 2013.

Unmodified Opinion on the Financial Statements is Only the Beginning
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