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Dear Mr. Stratton:
e have revicwed scleeted aspects of the Veberans Administrae
tion's {(VA) management of the Servicemen's Croup LITE ihﬁurawcc
(SCLT I Biggran. ~0ur review performed at the VA Contral CEficc,
Washington, D. C., was directed toward cxemining into the reaconable= ‘
ness of the VA's determination of its administrative costs cherged
egainst the program.
The SGLI program is administercd by a commercial primary
insurer. The Veterans Administration is responsible for supervising
the program and for deternining the VA's administrative costs. Dure
ing fiscal year 1968 the VA charged $170,157 in administrative costs
against the program, FPremiums ave collected from scrvicemen and,
along with the Government's extra~hazard contribution, are remltted
by the uniformed services to the VA each month. The VA, in turn,
renits thesc payments to the primary insurer and charges the program
annually for its administrative costs.
Besed on the results of our review, we believe that improve=
ments are necded in certain areas of the VA's management of the SGLI
program. These arcas arve discussed below.
JUPRQYTITNTS PRORAR I DeTERr e TIoNn
Or OTATALI PrROonaAl, grivicr s oaoTs
The VA estimated that certain of its personal services cosis
of supcorvising the SGLY progran for fiscal year 1908 amounted to
cbout $47,500. These costs were charged against the progrom. Based
on our review of the availoble docunentation cupporting this estimale,
we believe that the basis used toc estimate this cost is questionable.
vie found that the $47,500 charged against the progrem primarily
represented personal services costs of work p&rformed by the Program
Administration staff of the Insurance Service. In discussing the
basis uscd to estimate this charpe, VA officials informed us thaot it
was based on their judgment, considering certain supporting data, of
{1} the amount of time spent on the SGLI program and (2) the average
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ray praca of perseonncel norfovning the work, In sub i
Vh olficicls arveed with ws that the cupporting data il not ¢d < utem
1y justily the besis for the computation.
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Tor fiscal years 18606 and 1967 these peroomal sorvices co-on
3

ancunted to §30,000 and $50,000, vespectively. VA effﬁciais inToarmd
us thnt there uas no documentation avalleable showing tho bacla lor the
1986 and 1967 estimntes,

Ue discussed our Lindings with the Deputy D’rcctﬂr» Incur:mne
Service, and he inforned us at aetdon would bLe teken (1) te i--mrove
the mothads foliowad dn computing personal servi;ew costn and (23

o adequately document the basis
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Our review showed that fringe benefits and other costs directly
attributable to the SCGLI program were not included in the adadnistra=
tive costs allocated to the program.

Frince Benofits

On December 15, 1965, the Chief Benefits Directer, issuad Departe
ment of Veterans Denefits (DVB) Memorvandum 20-065-52, which contcing
instructions for the accumulation of administrative costs of the progrvam.
This memorandum provides that personal services costs shall be ine
creased to rveflect the cost of fringe benefits.

For fiscal year 1968, the VA charged personal services costs of
$47,500 against the propram. e found that this charge dld not include
an allowance for fringe benefits as provided for in the December 15,
1965 DVB memorandum.

Por fiscal years 19066 and 1967, the VA charged 530,000 and
$50,000 respectively, apainst the program for personal scrvices costs.
Althourgh no deocumentation was available to support these coste, a VA

official informed us that these charges did not include an allovance
for fringe benefits,

We discussed this matter with the Deputy Director, Insurance
Service, and he agreed that the costs of such fringe benefits should
be charged ageinst the program. On the basis of the criteria provided
n the December 15, 1965, DVB memorandum, we estimate that for fiscal
years 1966, 1967, and 1968 a total of about $11,000 in fringe benefits
should have beon charged against the program,
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e noted that the costs of (1) the financial colits ol
rinary ingurcr and (2) pTin?¢n~ the S0LI annual veport waorc
Ez ged against the progran.  We discussed Lhis malter with ¢
Deputy Director, Imsuvance Sﬁ"'lcmm and he apreed that thooe conts
should be charged abﬂxﬂst the program.
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Rerarding the costs of the nudit of the pricary incurerts
rocords, the Chicf of the Audit Staff, Controllerts Olfice, l-
formed us that the cost of the twe audits that were mads duriag
scal years 1967 and 1969, amounted to about §6,100.
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Wwith respecet to the cost of printing the annual report, the
hief of the Publication and forms Manapement Division, LVE, advised
us that this cost for fiscal ycars 1966, 1907, and 19438 smountcd to
$1,538.
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Recomrandation

Wo vecommend that the VA charge the SGLI propram for tho costs
of fringe benefits, financial audits, and printing annual reports
for fiscal years 1866, 1967, and 1968 and include thesc costs in the
SGLYI program costs In future ycarse

We wish to express our appreciation for the courtesies and
cooperation extended to our representatives during the review.

We would appreciate your comments as to the final action taken
on these matlers,

Sincerely yours,

Haw mae,. .
Pl y ”hf)j!_'bm
Max liirschhorn

Associate Dirvectoy






