
COMPTROLLER 

UNDER SECRETARY OF DEFENSE 
1 100 DEFENSE PENTAGON 

WASHINGTON . DC 20301·,,00 

The Honorable Gene Dodaro 
Comptro ll er General of the United States 
Washi ngton, DC 20548 

Dear Mr. Dodaro: 

-
SEP - 6 20F 

This letter is to report a violation of the Ant ide liciency Act (A DA) as required by titl e 3 1, 
U.S.C. , § 135 1. The Department of the Army violati on, case number 11-07, was in the amount 
of $130,280,000.00. Enclosed is a copy of the Army's report of violation. 

Copies of the report are also being submitted to the President, the President of the Senate, 
the Speaker of the House of Representatives, and the Director of the Office of Management and 
Budget. 

Sincerely, 

Robert F. Hale 

Enclosures: 
As stated 

GAO-ADA-13-07



COMPTROLLER 

UNDER SECRETARY OF DEFENSE 
1 100 DEFENSE PENTAGON 

WASHINGTON, DC 20301-1100 

The Honorable Sylvia Mathews Burwell 
Director 
Office of Management and Budget 
Washington, DC 20503 

Dear Ms. Burwell : 

SEP 6 2013 

Enclosed is a letter to the President transmitting a report on a vio lation of title 3 1, U.S.C., 
§ 1341. The Antideficiency Act violation, AmlY case number 11-07, tota led $130,280,000,00. 
This violation report is required by title 31 , U.S.c., § 135 1, and is to be submitted to the 
President and Congress. Copies of the report arc also being submitted to the President of the 
Senate, the Speaker of the House of Representat ives, and the Comptroller General o f the United 
States, 

The Anny did not rece ive a clean audit opi nion during the fiscal year in which the 
v iolation occurred. It was determined that the violation contained no will fu l or knowing intent 
on the part of the responsible parties to violate the Antide fi ciency Act. 

Sincere ly, 

Robert F. Hale 

Enclosures: 
As stated 

GAO-ADA-13-07



COMPTROLLER 

The President 
The White I-louse 

UNDER SEC RETARY OF DEFENSE 
1100 DEFENSE PENTAGON 

WASHINGTON, DC 20301·1100 

1600 Pennsylvania A vcnue, NW 
Washington, DC 20500 

Dear Mr. Pres ident: 

SEP 6 

This leHer reports a violation of the Antideficicncy Act (ADA), Anny case number 11-07 
(enclosed), as required by tit le 31 , U.S.C., § 135 1. The violation invo lved the Fiscal Year (FY) 
2005 Military Personnel , Anny (MPA) appropriation , account 2152010, and occurred within the 
Office of the Assistant Secretary of the Arm y (Fi nancial Management and Comptroller) during 
FY 2005. This violation invo lves the making of an obligation that exceeds an appropriation. 
The violation totaled $130,280,000.00. 

The vio lation of the ADA (title 3 1, U.S.C., § 1341(a)(I)(A)) occurred when it was 
discovered that onl y 11 of 12 payments to the Medicare-Eligible Retiree Heal th Care Fund 
(MERHCF) were made by the Army for FY 2005 using FY 2005 MPA funds. Due to inadequate 
overs ight of the MPA appropriation by the Ann y. an additional payment for FY 2004 was made 
with FY 2004 funds, and then credited as the first payment for FY 2005. When the mistake was 
discovered the extra FY 2004 payment was deobligated. As a result, there were insufficient 
FY 2005 funds avai lable to cover the FY 2005 deficiency. The Office of the Deputy Chief of 
Staff, G-I (DCS, G- I ), which was responsible for managing execution of the appropri ation, d id 
not establish proper fund controls for the appropriation that was admin istered as a centrall y 
managed allotment. The lack of management control s caused total obligatio ns in the FY 2005 
MPA account to exceed the appropriation 's obligation authority by $130,280,000. The Army did 
not have sufficient unobligated FY 2005 MPA funds to fully cover the " 12th" month 
contribution to the MERI-ICF. 

LTG Hagenbeck (Ret ired), DCS, G-I , and Joseph Dailey, fonner Chief, Military 
Personnel Division (current ly employed by the Department of Transportation (DOT» , were 
fOlmd responsible for the vio lat ion. Both were requi red to institute fund control procedures and 
practices that would have insured sufficient ove rs ight of MERHCF cont ributions and may have 
prevented the ADA vio lation. As both persons are no longe r employed by the Department of the 
Anny, officials determined that it would not be appropriate to impose administrative di sc ipline. 
There was no willful or knowing intent on the part of the responsible part ics to vio late the ADA. 

A reprogramming action was approved by the Office of Managemcnt and Budgct o n 
September 16, 2010, to provide sufficient funds fo r the FY 2005 MPA to cnable the Army to 
cover the MERI-ICF deficiency. In FY 2006 the Anny began making annual MERI-ICF 
contributions at the beginning of each FY. Consequen tly, the contribu tions are now pa id in full 
on the first day of the FY ensuring that an ADA vio lation does not occur. 

GAO-ADA-13-07



Identical reports are being submitted to the President of the Senate, Speaker of the House 
of Representatives, Comptrol ler General of the United States, and Director of the O ffi ce of 
Management and Budget 

Respectfully yours, 

Robert F. Hale 

Enclosure: 
As stated 

2 
GAO-ADA-13-07



COMPTROLLER 

UNDER SECRETARY OF DEFENSE 
I 100 DEFENSE PENTAGON 

WASHINGTON. DC 20301-1100 

The Honorable Joseph R. Bidell, Jr. 
President of the Senate 
United States Senate 
Washington, DC 20510 

Dear Mr. President 

SEP 6 20i" 

This letter reports a vio lation of the Antideficiency Act (ADA), AmlY case number 11-07 
(enclosed), as required by title 3 1, U.S,c., § 135 1. The violation involved the Fiscal Year (FY) 
2005 Military Personnel, Army (MPA) appropriation, account 21520 I 0, and occurred within the 
Office of the Assistant Secretary of the Army (Financial Management and Comptroller) during 
FY 2005. This violation involves the making of an obligation that exceeds an appropriation. 
The vio lation totaled $\30,280,000.00. 

The vio lation of the ADA (title 3 1, U.S.c. , § 1341 (a)( I)(A)) occurred when it was 
di scovered that only 11 of 12 payments to the Medicare-Eligible Retiree Health Care Fund 
(MERHCF) were made by the AmlY for FY 2005 using FY 2005 MPA funds. Due to inadequate 
oversight of the MPA appropriation by the Army, an additional payment for FY 2004 was made 
with FY 2004 fund s, and then credited as the first payment for FY 2005. When the mistake was 
discovered the extra FY 2004 payment was deobligated. As a result, there were insufficient 
FY 2005 funds avai lable to cover the FY 2005 deficiency. The Office of the Deputy Chief of 
Staff, G-I (DCS, G- I), which was respons ible for managing execution of the appropriation, did 
not establish proper fund controls for the appropriation that was administered as a centrally 
managed allotment. The lack of management controls caused total obligations in the FY 2005 
MPA account to exceed the appropriation ' s obligation authority by $ 130,280,000. The Amy did 
not have sufficient unobligated FY 2005 MPA funds to full y cover the " 12th" month 
contribution to the MERHCF. 

L TO Hagenbcck (Retired), DCS, G-I , and Joseph Dailey, fonner Chief, Military 
Personnel Division (currently employed by the Department of Transportation (DOT)), were 
found responsible for the violation. Both were required to institute fund con tro l procedures and 
practices that would have insured sufficient overs ight of MERI-ICF contributions and may have 
prevented the ADA vio lation. As both persons are no longer employed by the Department of the 
Army, officials determined that it wou ld not be appropriate to impose ad ministrati ve discipline. 
There was no willful or knowing intent on the part of the responsible parties to violate the ADA. 

A reprogramming action was approved by the Office of Management and Budget on 
September 16,2010, to provide sufficient funds for the FY 2005 MPA to enable the Army to 
cover the MERHCF deficiency. In FY 2006 the Army began making annual MERHCF 
contributions at the beginning of each FY. Consequently, the contributions are now paid in full 
on the first day of the FY ensuring that an ADA vio lation does no t occur. 

GAO-ADA-13-07



Identical reports are being submitted to the President. Speaker of the I-louse of 
Representat ives, Comptroller General of the Uni ted States, and Director of the Office of 
Management and Budget. 

Sincerely, 

Robert F. Ha le 

Enclosure: 
As stated 

2 
GAO-ADA-13-07



COMPTROLLER 

UNDER SECRETARY OF DEFENSE 
1 100 DEFENSE PENTAGON 

WASHINGTON, DC 20301-1100 

The Honorable John A. Boehner 
Speaker of the House 
U.S. House of Representatives 
Washington, DC 20515 

Dear Mr. Speaker: 

SEP 6 201 ' 

This letter reports a violation of the Antidefic iency Act (ADA), Army case number 11 -07 
(enclosed), as required by title 3 1, U.S.c. , § 135 1. The violation invo lved the Fiscal Year CFY) 
2005 Mili tary Personnel, Anny (MPA) appropriation, account 2152010, and occurred within the 
O ffice of the Assistant Secretary of the Anny (Financial Management and Comptroller) during 
FY 2005. This violat ion involves the making of an obligation that exceeds an appropriation. 
The violation totaled $130,280,000.00. 

The violation of the ADA (title 31, U.S.C., § 1341 (a)(I )(A)) occurred when it was 
di scovered that only 11 of 12 payments to the Medicare-Eligible Retiree Health Care Fund 
(MERHCF) were made by the Anny for FY 2005 using FY 2005 MPA funds. Due to inadequate 
oversight of the MPA appropriation by the Arm y, an additional payment for FY 2004 was made 
with FY 2004 funds, and then credited as the first payment for FY 2005. When the mistake was 
di scovered the ex tra FY 2004 payment was deobligated. As a result, there were insufficient 
FY 2005 funds available to cover the FY 2005 de ficiency. The Office of the Deputy Chief of 
Staff, G-l (DCS, G-J ), which was responsible for managing execution of the appropriation, did 
not establish proper fund contro ls for the appropriation that was administered as a centrally 
managed allotment. The lack of management controls caused total obligations in the FY 2005 
MilA account to exceed the appropriation 's obligation authority by $130,280,000. The Anny did 
not have suffic ient unobligated FY 2005 MPA funds to fully cover the " 12th" month 
contribution to the MERHCF. 

LTG Hagenbeck (Retired), DCS, G-I , and Joseph Dailey, fonner Chief, Mili tary 
Personnel Division (currently employed by the Department of Transportation (DOT)), were 
found responsible for the violation. Both were required to institute fund control procedures and 
practices that would have insured sufficient oversight ofMERHCF contri butions and may have 
prevented the ADA violation. As both persons are no longer employed by the Department of the 
Ann y, officials determined that it would not be appro priate to impose administrati ve discipline. 
There was no will ful or knowing intent on the part of the responsible pa rties to violate the AD A. 

A reprogramming action was approved by the Office of Management and Budget 0 11 

September 16, 20 10, to provide sufficient funds fo r the FY 2005 MPA to enable the Anny to 
cover the MERHCF de fi ciency. In FY 2006 the AmlY began making annual MERHCF 
contribut ions at the beginning o f each FY. Consequent ly, the contri butions are now paid in fu ll 
on the first day o f the FY ensuring that an ADA violation does not occur. 

GAO-ADA-13-07



Identical reports are be ing submitted to the President , President of the Senate, 
Comptrol ler General of the United States, and Director of the Office of Management and Budgel. 

Sincerely, 

Robert F. Hale 

Enclosure: 
As stated 

2 
GAO-ADA-13-07




