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Foreword --- 

The Health Resources and Services Administration is an 
organizational component of the Department of Health and Human 
Services. In fiscal 1982 it received approximately $2.8 billion in 
budget authority. The Health Resources and Services Administration 
is responsible for providing leadership and direction for programs 
and activities designed to improve health services for all people, 
In addition, it is required to develop health care and maintenance 
systems which are adequately financed, comprehensive, and 
responsive to the needs of individuals and families. 

This technical summary is one of eleven volumes of detailed 
information that support the overall Financial Management Profile 
for the Department of Health and Human Services (AFMD 84-15, April 
9, 1984) l The technical summaries provide detailed information on 
the major organizational components of the Department of Health and 
Human Services (the Department), their financial management 
systems, and major internal control strengths and weaknesses in 
these systems. 

The financial management profile of the Department and the 
eleven technical summaries were prepared by GAO as a pilot test of 
a new audit approach-- called Controls and Risk Evaluation (CARE)-- 
for (1) identifying and describing the financial management systems 
used by an agency and (2) assessing and ranking the internal 
control strengths and weaknesses of the systems. This analysis is 
based on reviews of available systems documentation, discussions 
with agency personnel, and reviews of prior GAO and Inspector 
General reports. Tests were not performed on actual information 
processed by and recorded in the systems, therefore, conclusions 
cannot be reached about whether the !-;ystems' internal controls were 
actually operating as designed. 

The information in this technical summary is intended for use 
in: 

--planning future tests and evaluations of the accounting and 
financial management system at the Health Resources and 
Services Administration, 

--monitoring the Administration's efforts to implement the 
Federal Managers' Financial Integrity Act of 1982, and 

--supporting and enhancing the understanding and application 
of the CARE-based methodology by designers, operators, and 
evaluators of agency accounting and financial management 
systems. 

The summary provides a description of the financial management 
structure of the Health Resources and Services Administration. 
Eleven financial management systems form the financial management 
structure of the Administration. These systems are used to (1) 
control appropriated funds and other resources, (2) authorize the 
use of funds and other resources, and (3) capture, record, process, 



and summarize financial information related to the execution of 
budget authority. The summary also provides a detailed analysis of 
the eleven systems and identifies specific internal control 
strengths and weaknesses within each system. 

During the course of GAO's survey, agency officials were 
briefed. The summary was provided to cognizant agency officials 
for their review and comment. Agency comments were considered and 
appropriate changes were made in preparing the summary. The 
assistance and cooperation of agency management enhanced the 
successful completion of the work. The results of the survey will 
be used by GAO as the basis for planning future reviews of the 
Health Resources and Services Administration's financial management 
systems to ascertain if they conform to the Comptroller General's 
principles and standards for federal agencies. The summary is 
being provided to the Administration to assist it in its continuing 
efforts to improve financial management. 
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HEALTH RESOURCES AND SERVICES ADMINISTRATION-- 

ITS RESPONSIBILITIES, ACTIVITIES AND 

FINANCIAL MANAGEMENT STRUCTURE 

The Health Resources and Services Administration (HRSA) is 
responsible for operating federal programs designed to improve 
health services to residents of the United States, HRSA requested 
about $2.8 billion in fiscal 1982 budget authority and employed 
about 27,000 individuals. Of HRSA's total requested authority, 
$807 million was requested for the Indian Health Service. 

Based upon our review and evaluation of available 
documentation and through discussions with agency personnel we 
determined that 11 systems were used to authorize and make 
payments, control assets and liabilities, record the receipt of 
funds, and produce required internal and external financial 
reports. Taken together these 11 systems form HRSA's financial 
management structure. 

HRSA also processes all financial transactions for the 
Alcohol, Drug Abuse, and Mental Health Administration (ADAMHA) and 
the Office of the Assistant Secretary of Health. Since HRSA does 
all processing and provides all appropriate financial reports for 
ADAMHA, and the Office of Assistant Secretary of Health, separate 
technical summaries were not prepared for these two orgnaizational 
units. 

In assessing the internal control strengths and weaknesses of 
HRSA's financial management systems, we determined that: 

--User passwords and transaction codes (1) identify 
individuals authorized to enter information into the system 
and screen-out unauthorized system users, and (2) limit the 
kind of information that can be posted. 

--Computer edits are used to (1) verify the completeness, 
accuracy, and validity of transactions and (2) reject 
incomplete, inaccurate, and invalid transactions. 

--Automated vendor file is not used to verify procurement 
transactions. 

--Property records and accounting records for the National 
Health Service Corps medical and dental equipment have not 
been reconciled for many years. 

--Extensive manual procedures are involved in the collection 
of Medicaid/Medicare receipts. 



HRSA has several system enhancement efforts underway and if 
effectively implemented, should improve the processing of financial 
transactions. For example, HRSA is phasing in a new automated 
accounts receivable module for its Health Accounting System. The 
module is eventually expected to cover 23 types of receivables. In 
addition, efforts are underway to develop and implement an accounts 
payable module for the Health Accounting System. One of the pri- 
mary features of the module will be an automated vendor file, The 
development of an accurate and reliable vendor file will help 
ensure that payments are only made to approved vendors, 

Appendix I discusses the objectives, scope, and methodology 
used in applying the Controls and Risk Evaluation audit approach to 
identify the financial management structure of HRSA. Appendix II 
lists the internal control strengths and weaknesses we identified 
in HRSA's financial management systems. Appendix III shows the 
interrelationship among those systems. This technical summary was 
discussed with HRSA officials and their comments were considered 
and appropriate changes were made to the summary. 

RESPONSIBILITIES OF THE HEALTH 
RESOURCES AND SERVICES ADMINISTRATION 

On September 1, 1982, the Health Resources Administration and' 
Health Services Administration were merged to form HRSA. HRSA is 
responsible for providing leadership and direction for programs and 
activities designed to improve health services for all people of 
the United States. In addition, it is required to develop health 
care and maintenance systems which are adequately financed, 
comprehensive, and responsive to the needs of individuals and 
families. Specifically, HRSA: 

--provides leadership and supports efforts designed to inte- 
grate health services delivery programs with public and 
private financing programs--for example, health maintenance 
organizations, 

--administers the health services block grants and formula 
grant-support programs, 

--provides or arranges for personal health care services, 
including both hospital and outpatient care to designated 
beneficiaries, 

--administers programs to improve the utilization of health 
resources through health planning, and 

--provides technical assistance to states and other 
organizations for modernizing or replacing 
health care facilities. 

In addition, HRSA is responsible for providing funds to par- 
ticipating educational institutions who train individuals for the 
health professions. The schools use the funds provided by HRSA to 
make low interest loans to eligible health profession students. 
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HEALTH RESOURCES AND SERVICES 
ADMINISTRATION'S ORGANIZATIONAL 
STRUCTURE 

The organizational structure of HRSA consists of the Office 
of the Administrator and four bureaus. The Office of the 
Administrator is responsible for the overall efficient and 
effective implementation of HRSA proyrams, and as such, provides 
leadership and direction for the programs and activities of HRSA 
and advises the Assistant Secretary for Health on policy matters. 

The four bureaus are responsible for the day-to-day operation 
of HRSA programs. The Office of Director, within each Bureau, is 
responsible to the Administrator for the program activities 
assigned to them. A brief description of each bureau follows: 

--Indian Health Service is responsible for providing 
comprehensive health services for American Indians and 
Alaska Natives. 1% facilitates and assists in coordinat- 
ing health resources available through federal, state and 
local programs. IHS is also responsible for providing com- 
prehensive health care services--including hospital and 
ambulatory medical care and preventive and rehabilitative 
health services. The mission of IHS is accomplished through 
its various area and program offices. 

--Bureau of Health Maintenance Organizations and Resource 
Develo ment is responsible 
btion 

for the development, adminlstra- 
coordination and support of federal 

policy and progcams pertaining to health planning and 
resource allocation for health care systems. The Bureau 
also administers grant, loan, loan guarantee and interest 
subsidy programs related to the construction and 
modernization of health facilities and development of health 
care organizations. In addition, the Bureau is responsible 
for the administration of yrant, contract, and loan aspects 
of Title XIII, of the Health Maintenance Organizations of 
the Public Health Service Act. 

--Bureau of Health Professions is responsible for coordinat- 
lng, evaluating, and supporting the development and utiliza- 
tion of the nation's health care personnel. Specifically, 
the Bureau assesses the nation's health personnel supply and 
requirements. The Bureau also provides financial support to 
institutions and individuals for health profession 
educational programs and administers federal programs for 
targeted health care personnel development and utilization. 

--Bureau of Health Care Delivery and Assistance is the 
focal point for assuring the availability and de- 
livery of health care services in medically underserved 
areas and to special service populations. The Bureau 
assists states through program and clinical efforts to 

3 



provide health care to underserved population through the 
Primary Health Care Block Grant and the Maternal and Child 
Health Services Rlock Grant programs. 

FINANCIAL MANAGEMENT STRUCTURE OF HRSA 

HRSA uses 11 systems to authorize and make payments, control 
assets and liabilities, record the receipt of funds due the 
government and produce required internal and external financial 
reports. These systems taken together form the financial 
management structure of HRSA. A brief description of each system 
follows: 

--Health Accounting System is the primary HRSA financial 
management system. All other HRSA financial systems provide 
input information to the Health Accounting System. 

--Supply Control Program is an automated perpetual inventory 
system for HRSA's medical supplies at its stock point in 
Perry Point, Maryland. 

--National Health Service Corps Site Hilling System bills 
health care providers that use the services of National 
Health Service Corps personnel. 

--National Health Service Corps Equipment Inventory System is 
an automated inventory system for equipment on loan to 
health care providers. 

--National Health Service Corps Scholarship Fiscal System 
manages payments to students and schools participating in 
the scholarship program. 

--Indian Health Service Stores System is an automated per- 
petual Inventory for Indian Health Service supplies located 
at various stocking points. 

--Nonexpendable Control Program System is an automated pro- 
perty control system for nonexpendable equipment. 

--Facility Engineering Automated Management System is the 
Indian Health Service's real property control system. 

--Indian Health Service Contract Health Service Management 
Informatlon System is an automated system that processes 
payments to and collects statistical data on medical 
services provided by contactors to patients in Indian Health 
Services facilities, 

--Indian Health Service Medicare/Medicaid Automated System 
bills and collects reimbursements from the (1) Social 
Security Administration for Medicare, and (2) states for 
Medicaid, for health services rendered to eligible 
individuals in selected Indian Health Service facilities, 
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--Indian Health Service Medicare/Medicaid Manual System bills 
and collects reimbursements from the Social Security 
Adminstration for Medicare and (2) states for Medicaid for 
Health services rendered to eligible individuals in Indian 
Health Services facilities not: covered by the above 
automated system. 

HRSA'S EIEALTH ACCOUNTING SYSTEM--THE 
MAJOR FINANCIAL MANAGEMENT SYSTEM 

The HRSA Health Accounting System is the primary financial 
management system. It controls HRSA'S total budget authority, 
which amounted to over $2.8 billion in fiscal 1982. The system 
also provides accounting support to the Alcohol, Drug Abuse, and 
Mental Health Administration (ADAMHA) and the Office of Assistant 
Secretary for Health. In addition to fulfilling internal financial 
information needs, the system produces all financial information 
required by the Congress, OMR, and Treasury. 

System overview 

The HRSR ?lea:ith Accounting Sys!:em operates on two IBM 3033 
computers located at the Parklawn Computer Center, Rockville, 
Maryland. The system interfaces with the Departmental Central 
Payroll System, Departmental Federal Assistance Financing System 
(DFAFS) and the Regional Accounting System. The Health Accounting 
System also receives input information from 10 feeder systems. The 
HRSA Health Accounting System maintains the general ledgers for 
HRSA, ADAMHA, the Office of Assistant Secretary for Health ,and a 
series of automated files to control the processing of financial 
transaction information. 

System inputs 

The Health Accounting System receives inputs on a daily, 
semi-monthly and monthly basis, Input transactions are received on 
a daily basis from HRSA Headquarter:; 
via computer terminals. 

and field accounting points 
On a semi-monthly basis a magnetic tape is 

received from the Departmental Central Payroll System detailing 
salary and expense data for all HRSA employees. In addition, on a 
monthly basis magnetic tapes are received from DFAPS and the 
Regional Accounting System. 

The HRSA Health Accounting System and DFAFS exchange infor- 
mation by magnetic tapes. The tapes use a standard format for data 
elements and are used to exchange financial data related to HRSA's 
grant program. The initial obligation and any neecfied adjustments 
are first recorded in the Health Accounting System and then the 
data is sent to and entered into DFAFS. DFAFS first records all 
cash advances, disbursements, and expenses relating to HRSA grants 
and sends this data to HRSA for entry into the Health Accounting 
System. As transactions are processed, each system provides the 
other with current information as to the financial status of each 
grant. 
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The Regional Accounting System provides the Health Accounting 
System with obligation, disbursement, and expense information for 
transactions relating to HRSA programs that were initiated by HRSA 
personnel working in the Department of Health and Human Services' 
ten regional offices. 

The Health Accounting System receives input information from 
the feeder systems operated by HRSA as shown below: 

--HRSA Supply Control Program provides information on supplies 
provided to HRSA's bureau's from HRSA's Supply Services 
Center in Perry Point, Md. 

--Nonexpendable Control Program provides information on the 
acquisition and disposition of capitalized property. 

--National Health Service Corps Site Biilinq System provides 
information on billings and collections for services pro- 
vided private health care provider facilities by National 
Health Serice corps personn?.!. 

--National Health Service Corls Equipment Inventory System. 
provides information on equipment acquisitions. 

--National Health Service Corps Scholarship Fiscal System 
provides information on payments made to healthprofession 
schools and students participating in the scholarship 
program. 

--Indian Health Service Storesastern provides information -- --_ . _. -- 
on supplies used by Indian Health Service facilities. 

--Indian Health Service Facility Engineeriny_Automated 
Management System provides information on transaans 
involving Indian Health Service real property. 

--Indian Health Service Contract Health Service Management 
Information System provides information on payments made to 
health service providers who treat patients in Indian Health 
Service hospitals. 

--Indian Health Service Manual Medicare/Medicaid System pro- --f---- vides information on collection of Medicare and Medxaid 
payments for eligible patients in Indian Health Service 
Hospitals. 

--Indian Health Service Automated Medicare/Medicaid System 
provides information on colmcon of Medicare and Medicaid 
payments for eligible patients in Indian Health Service 
hospitals. 

An overview of the operations of these systems and the information 
provided the Health Accounting Sysl:em are presented in the next 
major section of this summary. 



system files 

The Health Accounting System maintains nine automated master- 
files. These files contain individual accounting transactions and 
summarizations of accounting data at various levels. For example, 
data is summarized by accounting points, agency, fiscal year, and 
appropriation. The nine masterfiles are: 

--Daily Transaction History File (Edited Transaction File) 
provides the basis for reconstruction of other data flies 
in the event of system failure, and serves as an automated 
audit trail by which transactions may be traced through the 
system. This file is retained on a weekly basis and kept 
for two years. The file is the final repository for all 
valid, posted accounting transactions processed by the sys- 
tem. As such, its contents will balance to all data files 
except the Error File. 

--Error File contains all error transactions detected and 
rejected by the system in the current and previous 
processing cycles. The Health Accounting System employs the 
"rotating error file concept" which means that rejected 
transactions are retained on the error file until all errors 
have been corrected. As corrected trasactions are accepted 
by the system, the originally rejected transactions are 
purged from the error file. The file is a sequential file 
containing all erroneous accounting transactions detected 
and rejected by the system. 

--Open Obligation Document File contains information pertain- 
ing to each document which is opened and to those closed 
obligation documents which have not yet been purged from the 
file. The file is updated during the daily process and is 
used for data validation and fund control as well as for 
reporting. 

--Open Miscellaneous Document File contains records of open 
commitments, advances, and receivables. This file is used 
for data validation, fund control and reporting. It is up- 
dated concurrently with the Open Obligation Document File 
since both are required to validate certain types of trans- 
actions; e.g., previously committed obligations and travel 
advance liquidations. A record is retained on this file 
only as long as its cumulative-to-date amount is not equal 
to zero. When a transaction posting causes this amount to 
be set to zero, the file record is deleted by the Daily Pro- 
cessing Update Program. 

--Inactive Document File contains records on all obligation 
documents which have been closed and removed from the Open 
Obligation Document File. Previously closed documents can 
be returned to the Open Obligation Document File. 



--General Ledger File contains balances by general ledger 
account, y--F- accounting point, region, appropriation, and 
fiscal year. It serves as a master control file and is used 
in preparation of reports. All accounting transactions in 
the daily process are posted to the General Ledger File. As 
a result, the General Ledger File reflects the current 
status of all general ledger accounts. 

--Allotment/Allowance File reflects the current status of --- 
allotmes and allowance amounts. The file is used primarily 
in validating commitment and obligation transactions against 
available allowance balances and in preparing the allotment/ 
allowance Reports. 

--CAN-Object Class File is used for reporting purposes and 
contains summary da= necessary to provide a full range of 
financial reports. The file reflects the status of allot- 
ments, allowances, commitments, obligations, etc. This file 
is updated during the week1.y processing cycle. 

reporting System processing and ---- 

As input data is received by computer terminal from accounting 
points, it is recorded on a file pending initiation of the daily 
processing routine. Input data received from the Central Payroll, 
DFAFS, and Regional Accounting System is also recorded on the 
pending transaction file. After all input data has been received, 
processing begins. 

Input data is edited based on Lnformation in the masterfiles 
maintained by the system. For example, the system will'check an 
obligation transaction with information in the Open Obligation 
Document File to insure that duplicate obligations are not 
recorded. Transactions that do not pass the system edit criteria 
are written onto the Error File. The Error File contains all error 
transactions detected by the system in the current and previous 
processing cycles. Also, all input data is grouped into batches. 
Each batch consists of a Batch Header Record followed by at least 
one detail accounting transaction and a Batch Trailer Record. The 
batch is used to control the accounting transactions contained 
therein. Each batch and the accounting transactions therein, are 
separately numbered. Each batch is treated as an individual entity 
and is not separated until after edrting and error reporting has 
been completed. 

A number of edits are performed on each batch to ensure cor- 
rectness and batch integrity. Each Batch Header Record must be 
followed by an accounting transaction, which in turn, must be fol- 
lowed by a Batch Trailer Record. Any accounting transaction not 
preceded by a Batch Header Record is written onto a report entitled 
"Unidentified Transactions Listing", The listing is returned to 
the appropriate accounting point in order that proper documentation 
can be prepared and resubmitted for processing. 
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Edits are performed on all data elements recorded on the 
Header and Trailer records. In addition, the Header and Trailer 
records are edited for agreement in respect to batch date, batch 
number, machine number, agency, and accounting point. Each batch 
is also counted and totaled by the computer, with results recorded 
and compared to the transaction count and hash dollar amount in the 
Batch Trailer Record. 

All records processed by the edit routine are written onto 
the Daily Transaction History File (Edited Transaction File). From 
this file, Daily Audit and Error Reports are prepared and sent back 
to the i..r:ious accounting poiflts. Ibe Daily Transaction History 
File is the basic input to daily and weekly update procedures. 

The daily update procedure involves posting transactions from 
the Daily Transaction History File to the the Open Document, Mis- 
cellaneous Document, and Allowance Summary files. The weekly up- 
date procedure involves merging the Daily Transaction History File 
into a Weekly Transaction History File and posting the information 
on the file to the General Ledger. Each week, a magnetic tape of 
obligations for new grant awards is produced and sent to DFAFS. 
Various hardcopy reports are also generated from the updated 
General Ledger and the "Weekly" Transaction History File. 

Monthly, a number of management reports are prepared from the 
Open Document and General Ledger Files for distribution to HRSA 
components. The Health Accounting System tailors the reports that 
are produced to the reporting needs of each particular user. No 
single user gets a copy of every report. Some organizations 
receive 12 or 13 reports and others receive only one report. 
Overall, about 200 reports are produce? each month. 

Internal control strengths 
and weaknesses 

The internal control strengths and weaknesses in the HRSA 
Health Accounting System are discussed below. These strengths and 
weaknesses impact on ADAMHA and the Office of Assistant Secretary 
for Health, since HRSA does their accounting and financial 
reporting. 

The key internal control strengths in the HRSA Health 
Accounting System are: 

--user passwords and transaction codes that (1) identify 
individuals authorized to enter information into the system 
and screen-out unauthorized system users and (2) limit the 
kinds of data that can be posted. 

--Extensive computer edits to verify the completeness, accu- 
racy, and validity of transaction information and to reject 
incomplete, inaccurate, and invalid data. 

--Monthly and year end management reports on the status of 
funds and general ledger acco~.~nt: balances. 
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The key internal control weaknesses of the HRSA Health 
Accounting System are that: 

--An automated vendor file is not used to verify procurement 
transactions. 

--Excessive paperwork is involved in the authorization of pay- 
ment by Treasury and the recording of transactions in the 
Health Accounting System. 

Enhancements to HRSA'S Health Accounting System -__--__ .I_ 

HRSA has extensive efforts underway to expand the Health 
Accounting System. Projects are underway to develop, design and 
implement a new automated accounts receivable and accounts payable 
modules. 

Accounts receivable module 

The accounts receivable module is being designed to cover 23 
different classes of receivables, such as, audit disallowances, 
student loan programs, and Hill-Burton loans. Besides HRSA, the 
module will provide service to the Office of the Assistant Secre- 
tary for Health, and ADMHA. Once the module has been implemented 
it will provide for centralized accounting and control of all 
accounts receivable. 

The module will use a data base management system and will use 
computer terminals for information entry and retrieval. The module 
will maintain an accounts receivable-subsidiary ledger and 
automatically update general ledger control accounts when changes 
are made to the accounts receivable data base. 

The module will operate under two levels of password 
security. The first level of password security will provide the 
user access to the system. The second level will provide specific 
access to the system’s functions depending on the privileges 
assigned to the user's password. Basic functions of the module 
include establishing pending accounts receivable, conversion to 
actual accounts receivable, entry of collections of amount due, 
adjustment of amounts due, write-off of uncollected accounts and 
preparation of bills. 

As of March 1983, receivables from audit disallowances has 
been implemented. The initial implementation of audit disallow- 
ances covers about 225 accounts. These receivables arise from 
audits of grants and contracts by the HHS Inspector General's 
Office. Design work has started on three National Health Service 
Corps components: site billings, start-up loans, and private prac- 
tice start-up loans. 

Accounts payable module 

HRSA is also developing an accounts payable module for the 
Health Accounting System. One of the key features of the module is 
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an automated vendor file, Patient Profile Index, and a Provider 
Index. The Health Accounting System does not currently use an 
automated vendor file. 

The vendor File and Provider Profile Index will be used to 
provide all pertinent information concerning vendors, contractors, 
consultants, grantees, and government travelers. The primary 
information contained on the index will be the mailing addresses 
for purchase orders, check payments, and electronic funds 
transfers. Additional information in the files will be used to 
identify payments that should be withheld due to such items as tax 
liens, offsets or administrative holds, or if payments should be 
made to an assignar, The vendor File and Provider Profile Index 
will be capable of referencing to various source files through the 
use of codes. 

The accounts payable module will contain a Patient Profile 
Index, Provider Profile Index, and all records pertaining to 
individual medical services. The Patient Profile Index will 
contain information on all beneficiaries and will be used to 
determine the eligibility status of an individual. The Provider 
Profile Index will list all health care institutions providing 
medical services, all pertinent information concerning the 
provider, applicable fee schedules, 
withheld. 

and whether payment should be 
Credit memos will be entered into the computer in order 

to withhold future payments until t17<? entire credit is used. 

The system wiLI print the purchase order, generate accounting 
entries and produce computer reports zts needed by the Division of 
Fiscal Services. The system will generate a letter to be sent to 
the patient to certify that services were performed. 
will edit for duplicate invoices. 

The computer 
of the computer detects 

duplicate invoices, the system will generate a letter to the health 
care provider indicating that payment has been made or is in the 
process of being pr:' .a 

HRSA officials also stated that the accounts payable module 
will provide a tape to Treasury for, the payment of funds to autho- 
rized vendors for goods and services received. 
eliminate the excessive paperwork that is 

This process will 
now involved and reduce 

the monthly effort required to prepare the monthly Treasury SF-224 
report. 

FEEDER SYSTEMS TO THE ----ll_a-l---l_--- 
HEALTH ACCOUNTING SYSTEM --~--- ----_--------_ 

The Health Accounting System i.s supported by 10 feeder systems 
that control assets, make payments, C:IT collect receipts. These 
systems provide information to the Health Accounting System. Their 
inputs, processing, outputs and internal control strengths and 
weaknesses are discussed below. 



HRSA Supply Control Program 

The HRSA Supply Control Program is an automated perpetual 
inventory of supplies at HRSA's Supply Service Center, Perry Point, 
Maryland. The average inventory value is estimated at $2 million. 
The system operates on an IBM 34 Minicomputer at the Center. The 
Supply Control Program provides the Health Accounting System with 
the amounts that HRSA bureau's are to be billed for supplies. 

Transactions are entered by terminal from source documents on 
a daily basis. Files are on magnetic disks and diskettes. 
Selected files include a detailed transaction file, a customer 
file, an item file, and a vendor file. Information is available 
via computer terminal, print-out, and diskette. Hills are printed 
monthly which are sent to the Health Accounting System for 
recording the receivables due the Supply Services Center from 
HRSA's bureaus and for transferring the billed amounts from the 
bureau's appropriation accounts to the Supply Service Center's 
accounts. 

Selected reparts include monthly transaction reports, voucher 
summary reports of receipts and sales, invoice registers, sales 
reports, and stock status reports, System controls include pass- 
words, item and customer validity edits, input control totals, and 
audit trail data. 

Nonexpendable Control Program -_--*- 

The Nonexpendable Control Program is an automated property 
control system for nonexpendable (capital) equipment, The sys tern, 
subject to some modifications, is separately run by certain compo- 
nents of the Public Health Service. Except for the Indian Health 
Service system, which is operated by the Data Processing Service 
Center, Albuquerque, the system is run at the Parklawn Computer 
Center. The invont,?ry value cont~mr);.led by the system is estimated 
at $127 million. 

Transaction reports are produced monthly and inventory reports 
are generated annually. Computer files are supplemented by equip- 
ment listings held by property custodians and accountable property 
officers. Physical inventories are scheduled annually. The Non- 
expendable ControI. Program provides the Health Accounting System 
with information on the acquisition and disposition of capitalized 
property,. 

The system handbook provides Ear the custodial officers to 
conduct the annual physical inventory. For improved internal 
control, some method of independent count or verification should be 
done by someone other than the custodian. 



National Health Service Corps 
Site Billing System 

The National Health Service Corps Site Billing System bills 
about 800 health care provider facilities (clinics for example) for 
the cost of services provided by National Health Services Corps 
personnel. The system is operated at the National Institutes of 
Health Parklawn Building and is supported by the IBM 370 facility 
at NIH, Bethesda, Maryland. 

Under certain circumstances, all or part of the recovery of 
these costs may be waived. Waiver circumstances include the 
facility's inability to pay or location of the facility in a 
federally designated health shortage area in which a significant 
percentage of the people served by the facility are elderly, living 
in poverty, or have other characteristics indicating their 
inability to pay for health care services received. Net annual 
billings, after waivers, is estimated at $18 million. 

Semi-annually, health care provider facilities submit 
financial and statistical data to the Department of Health and 
Human Services regional offices, which send the data to HRSA for 
entry into the National Health Service Corps Site Billing System. 
The system also maintains a file of personnel--doctors, dentists, 
and nurses-- assigned 
facilities. 

to the various health care provider 

billing file. 
The system merges the two files into a single master 

The system uses the merged file to produce semi-annual bill/ 
waiver worksheets for review by regional offices and HRSA program 
office personnel to determine whether bills to particular facili- 
ties should be waived based on requests for waivers received from 
health care facilities. Waiver requests require submission of 
supporting data and usually include certified financial statements. 

After review of the bill/waiver data and the worksheets, final 
bills/waivers are prepared. The bills are entered into the Health 
Accounting System to record the accounts receivable due from health 
care facilities. Where payments are received from the facilities 
they are posted in the Health Accounting System to record the col- 
lections and eliminate the corresponding accounts receivable. 

Bill computations and waiver determinations are based largely 
on information received from the health care facilities. About 80 
percent of gross billings are waived. Because the National Health 
Service Corp Site Billing System depends on the validity of health 
care facility provided data, the system by its nature could be 
considered vulnerable to fraud and abuse. 

National Health Service Corps 
Equipment Inventory System 

The National Health Service Corps Equipment Inventory System 
is an automated inventory system for government-owned medical 
equipment at National Health Services Corps health care 
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facilities. The acquisition cost of the equipment accounted for 
and controlled by the system is about $12 million. The sys tern 
utilizes computer facilities at the Parklawn Computer Center and 
National Institutes of Health. Physical inventories are scheduled 
annually and transactions are processed monthly. 

Source documents are coded on a form for entry by computer 
terminal to the National Institutes of Health computer facility 
where punch cards are prepared. The cards are then sent to the 
Parklawn Computer Center computer to update the system files. A 
master inventory file and a file of equipment sites are 
maintained. Basic output reports include listings of equipment 
transfers, inventory at reporting site, and nonreporting sites 
(monthly), property numbers (twice a year), and write-offs 
(annually). The system provides the Health Accounting System with 
information on equipment acquisitions. 

Our survey disclosed that a reconciliation of the system's 
records and the inventory value in the HRSA Health Accounting 
System has not been performed for several years. In addition, 
equipment dispositions have not been recorded in the accounting 
system. 

National Health Service Corps 
Scholarship Fiscal System 

The National Health Service Corps Scholarship Fiscal System 
initiates payments to participants in the scholarship program. 
This program pays for the education of health care professionals-- 
nurses, doctors, dentists-- in exchange for several years service 
after graduation in federally designated health care shortage 
areas. Program obligations in fiscal year 1982 amounted to about 
$42.5 million. 

The system maintains files of eligible health profession 
schools and students participating in the program. The system 
initiates payments to schools for tuition costs and payments to 
students for living costs and books. Payments to schools are pro- 
cessed through the Health Accountinq System, and payments to stud- 
ents are processed through HHS's Central Payroll System. 

Each year, health profession schools send information on the 
cost of tuition, fees, books, and reasonable living expenses at 
their respective schools as well as enrollment information for pro- 
gram participants that were enrolled during the previous academic 
year. Also, program participants that attended classes the 
previous academic year annually provide The National Health Service 
Corps with updated program eligibility information. New 
applications for program participation are accepted once a year. 
All this information is entered into the Scholarship Fiscal 
System. Based on this information, the system builds the program 
participant masterfile for the coming academic year and related 
masterfiles for tuition, fees, and reasonable living costs for the 
health profession schools. 

r 
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After the Scholarship Fiscal System builds the current year's 
masterfiles, the annual program obligations are computed and sent 
to the Health Accounting System to be recorded in HRSA's general 
ledger accounts. The system adjusts program obligations during the 
academic year as changes occur and payments are made. 

Invoices for tuition and fees received from the schools are 
compared to the current masterfile data prior to being forwarded to 
the Health Accounting System for payment. Program participants are 
paid a stipend for reasonable living expenses on a monthly basis. 
Monthly, the Scholarship Fiscal System prepares magnetic tape of 
monthly stipends to make the stipend payments through HHS's Central 
Payroll System. Various output reports are prepared for program 
management, congressional reporting, and accounting purposes. 

The system relies on the accuracy of information from the 
schools. Accordingly, periodic audit of such data would be an 
additional means of internal control. At the present time, such 
audits are not being performed. 

Indian Health Service 
Stores System 

The Indian Health Service Stores System maintains a perpetual 
inventory of supplies located at various stock locations. The 
inventory value controlled by the system is estimated at $8.7 
million. 

Stock locations mail transactions daily to their applicable 
area offices for processing. The area offices prepare magnetic 
tape files of inventory transactions which are the basic input to 
the Indian Health Service Stores System. Financial transactions 
relating to the inventory transactions entered into the Indian 
Health Service Stores System are sent by computer terminal to the 
Health Accounting System by the area offices. Stock points 
maintain manual property voucher files representing all 
transactions sent to area offices for processing, 

The system generates a monthly voucher summary report for 
comparison to stock point voucher registers to enable the stock 
points to ensure that all transactions are accounted for and are 
processed. Weekly and monthly reports are also produced to assist 
stock points to account for, control -and manage the inventory. 

Indian Health Service 
Facility Engineering 
Automated Management System 

The Facility Engineering Automated Management System is the 
Indian Health Service's real property control system that updates 
the inventory value annually. The real property inventory is 
valued at about $134 million. 

The Indian Health Service units mail real property transac- 
tions to their respective area offices, who forward the data to the 
Facility and Equipment Management Office in Albuquerque. 
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Once a year, the data is keypunched to magnetic tape and the real 
property masterfile is updated. The masterfile is then reconciled 
to the area office records, Annual inventory reports are 
distributed to components. 

Indian Health Service Contact 
Health Service Management 
Information System 

The Indian Health Service Contract Health Service Management 
Information System accounts for and controls payments made to and 
collects statistics on health service providers who treat patients 
in Indian Health Service hospitals. The system is operating at 
eight hospitals and annual payments processed by the system total 
about $8 million. 

System processing begins when a private health care provider 
requests authorization to provide a health service for a patient in 
an Indian Health Service hospital. The information requesting 
authorization is entered into the system by computer terminal. The 
system compares information in the request with information in 
vendor, patient, and obligation files it maintains, to determine 
the patient's eligibility to receive services and availability of 
funds. Terminal operations are controlled by the use of passwords. 

If the patient is eligible for the proposed service and funds 
are available, an order is generated by the system and mailed to 
the provider. Upon receipt of accepted orders from providers, both 
payment and statistical data is entered into the system and the 
system files are updated. 

Each week approved requests for authorization to provide 
health care services and related accepted orders are sent to the 
appropriate area offices, The area offices perform voucher audits 
of each transaction. After audits are completed, the area offices 
enter the audited transaction into the system to update statistical 
masterfiles. The area offices, also by computer terminal, enter 
obligation and payment data for health care services into the 
Health Accounting System. The area offices prepare and send mag- 
netic tapes of payments to be made to health care providers to the 
Treasury regional disbursing offices for preparation and issuance 
of checks. 

Some key control features of the system are patient and vendor 
files; separation of order issuance, and payment functions; and 
various files tracking the status of transactions from order 
issuance through transmission to area offices for payment, payment 
approval, and submission to Treasury for payment. 

Indian Health Service Manual 
Medicare/Medicaid System 

The Indian Health Service Manual Medicare/Medicaid System 
bills, accounts for, collects, and controls reimbursements for 
Medicare and Medicaid claims made on behalf of patients in Indian 
Health Service hospitals. The system covers claims,inpatient and 
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outpatient Medicare reimbursements from the Health Care Financing 
Administration and Medicaid claim reimbursements from states. 
Annual payments initiated and processed by this system total about 
$20 million. Plans are underway to fully automate all Indian 
Health Service Medicare/Medicaid billing operations. Conversion to 
an automated system is expected to be completed in fiscal year 
1984. 

Medicare claims processing is initiated at the Indian Health 
Service hospital where a patient's eligibility for Medicare in- 
patient benefits is determined by preparation of a query form to 
the Health Care Financing Administration. The query and the 
response notice is processed through the appropriate area office. 
After health care services are provided, the Indian Health 
Service hospital will prepare separate multicopy forms for 
inpatient, outpatient, and physician services. These forms are 
forwarded to the appropriate area office for review. After 
reviewing the forms, the area office forwards them, along with a 
transmittal form, to the Health Care Financing Administration for 
payment. The Indian Health Service area office prepares and sends 
summary financial information on Medicare billings and collections 
to the Health Accounting System for recording of the billings and 
collections in the general ledger accounts. 

In contrast to Medicare processing, the Indian Health Service 
hospitals deal directly with the states, instead of going through 
Indian Health Service area offices, in billing states for health 
care services provided to patients eligible for Medicaid benefits. 
The Indian Health Service hospital initially determines a patient's 
Medicaid eligibility and prepares the necessary forms when services 
are rendered. The actual forms used and processing details vary 
from state-to-state. Indian Health Service hospitals batch 
individual billings and prepare a summary listing which are sent to 
the states for reimbursement. An informational copy of the summary 
listing is sent to the appropriate Indian Health Service area 
office. The area offices monitor the bills until they are settled. 

The states send checks and payment data directly to the appro- 
priate IHS area offices. Area offices deposit checks received in 
the local Treasury depository and send summary billing and collec- 
tion information to the Health Accounting System via computer 
terminal. 

Indian Health Service 
Automated Medicare/Medicaid Systems 

The Indian Health Service Automated Medicare/Medicaid System 
bills, accounts for, collects, and controls reimbursements for 
Medicare and Medicaid claims for eligible patients in Indian Health 
Service hospitals. The system covers outpatient Medicare 
reimbursements from the Health Care Financing Administration, and 
inpatient and outpatient Medicaid reimbursements from states. This 
system is currently operating at a limited number of Indian Health 
Service hospitals. Annual payments under these systems are 
estimated at $7 million. Plans are underway to automate inpatient 



Medicare reimbursements at these locations early in calendar year 
1984. 

The Indian Health Service automated Medicare/Medicaid System 
maintains a central database of the program eligibility and the 
health care services received by each eligible patient in an Indian 
Health Service hospital. This database forms the basis for 
reimbursement billings. Using this database, and additional 
Medicaid eligibility data receive? i: (II ! * ; t_ d t e -1 4 '(1 ; 1 .,_I ::;y.i ke!ri protidce$ 
periodic billing records on magnetic7 tape and generates a series of 
reports. The magnetic tapes containing hilling data is sent to 
the Health Care Financing Administration and state offices for 
payment. The system also produces various reports on Medicare and 
Medicaid billing and collection inf;)rmation which are sent to the 
appropriate area offices for review, 

Checks from the Health Care Firlancing Administration and 
states are sent directly to the appropriate area offices, and a 
payment listing or magnetic tape is also sent for processing 
through the Indian Health Service ailtomated Medicare/Medicaid 
System. The checks are deposited i.r~ the area office's local 
Treasury depository, 
collection 

The area ofbi.(:es transmit summary billing and 
information to the Healttr Accounting System for posting 

to general ledger accounts. Procedllres vary somewhat depending on 
the particular state involved and wtlether the payment is for 
Medicare or Medicaid. 
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APPENDIX I APPENDIX I 

OBJECTIVES, SCOPE, AND METHODOLOGY 

This survey viewed the HRSA as a financial entity and focused 
on identifying its financial management structure, related systems, 
and internal control strengths and weaknesses in the structure. 
The survey applied GAO'S Controls and Risk Evaluation (CARE) audit 
approach. 

SURVEY OBJECTIVES 

Our survey objectives were to (1) document all manual and 
automated systems at HRSA that process financial transactions from 
the time they are authorized through final reporting of these 
transactions in internal and external reports, (2) identify the 
relationships between these systems, that is, the flow of 
information among different systems, and (3) identify and document 
internal control strengths and weaknesses in the systems. 

SURVEY SCOPE 

This survey viewed HRSA as a financial entity. Therefore, we 
identified and surveyed the financial management systems in the 
various organizational components. Survey work was performed at 
the Headquarters, HRSA, Rockville, Maryland. 

We documented the financial management systems in operation 
and identified, based on available system documentation and through 
discussions with agency accounting, ADP systems, and program offi- 
cials, and review of prior GAO, Inspector General and special 
system study group reports, the internal control strengths and 
weaknesses in these systems. We did not perform any tests of sys- 
tem operations or actual financial information and transactions.The 
following sections present the definitions of a financial manage- 
ment system, internal control, and an agency system of internal 
control used in this survey. 

DEFINITION OF A FINANCIAL 
MANAGEMENT SYSTEM 

In consonance with GAO's Policy and Procedures Manual for 
Guidance for Federal Agencies (Titles 2 through 8), we defined a 
financial management system for this survey, as the manual and/or 
automated systems that capture, record, summarize, and/or report 
financial and related quantitative information related to the: 

--Authorization of the use of resources. 

--Management of liabilities. 

--Control of receipts. 

--Disbursement of funds. 

--Control of assets. 
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--Control of appropriated funds. 

--Development and issuance of reports on the financial status 
of assets, liabilities, and appropriated funds and the 
financial results of program and administrative operations. 

In an April 18, 1983, letter to the heads of Departments and 
agencies, the Comptroller General announced changes to GAO's proce- 
dures for approving agency accounting systems. In this letter, the 
Comptroller General reiterated the definition of an accounting sys- 
tem in GAO's Policy and Procedures Manual for Guidance of Federal 
Agencies. 

DEFINITION OF INTERNAL CONTROLS 

On June 16, 1983, the Comptroller General issued the Stand- 
ards for Internal Controls in the Federal Government to be followed 
by agencies in establishing and maintaining systems of internal 
controls. The standards define systems of internal controls as 

"The plan of organization and methods and procedures adopted 
by management to ensure that resource use is consistent with 
laws, regulations, and policies; that resources are safeguard- 
ed against waste, loss, and misuse; and that reliable data are 
obtained, maintained, and fair13: disclosed in reports," 

Processing procedures are those manual and/or automated procedures 
that govern capturing, recording, processing, summarizing, and 
reporting of financial and related quantitative information. 
Internal control procedures and independent procedures provide 
evidence that processing procedures have, in fact, been followed. 

DEFINITION OF AN AGENCY'S 
SYSTEM OF INTERNAL CONTROL 

Most agencies operate several financial management systems 
that process different types of finarlcial transactions and provide 
information to each other. The individual financial management 
systems-- taken together-- form the agpncy's overall financial 
accounting, control, and reporting system. For example, mOSt agen- 
cies have a general ledger/administrative control of funds system, 
and a subsidiary system that, for example, processes transactions 
relating to personnel/payroll actions, personal property, disburse- 
ments, receipts, loans, accounts receivable, and accounts payable. 
These systems--taken together-- are the agency's overall financial 
accounting, control, and reporting system. 

The financial management systems that make up an agency's 
overall financial accounting, control., and reporting system include 
both processing procedures and independent internal control proce- 
dures, as defined in the preceding two sections. For this survey, 
we defined an agency's system of internal control as all the inter- 
nal control procedures--taken together --that are included in all 
the financial management systems that comprise the overall finan- 
cial accounting, control, and reporting system. 
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HEALTH RESOURCES AND SERVICES 
ADMINISTRATION FINANCIAL MANAGEMENT 
SYSTEMS INCLUDED IN OUR SURVEY 

Based on the foregoing definitions, we included in our survey 
all manual and automated systems at HRSA that: 

--Maintain general ledger accoklnts and produce financial 
reports. 

--Control appropriated funds. 

--Validate information from subsidiary financial management 
systems that feed information to general ledger systems. 

--Determine eligibility for, and authorize the making of pay- 
ments to vendors. 

--Authorize acquisition of resources. 

--Record and account for assets and liabilities, 

SURVEY METHODOLOGY 

Our survey work followed the requirements of GAO's CARE survey 
approach. Accordingly, our survey included identification and 
documentation of HRSA'S: 

--Organizational structure and major organizational components 
and the $ission of each component. 

--Accounting and related financial management systems, as pre- 
viously discussed, and the i!lterrelationships between these 
systems, 

--Internal control strengths arld weaknesses in the Administra- 
tion's systems based on the internal control strengths and 
weaknesses identified durincl the survey. 

In consonance with the CARE survey approach, our work entailed 
identification and documentation (11: the operations and related 
internal control strengths and weaknesses of HRSA's financial 
management systems based on (1) available agency system 
documentation, (2) discussions with cognizant agency accounting, 
program, and ADP systems officials, and (3) prior issued GAO, 
Inspector General, and special st\ldy group reports. Our survey was 
made in accordance with our current- "Standards for Audit of Govern- 
mental Organizations, Programs, Ac1.Jvities, and Functions": except 
that no tests were performed of s-jst.em operations or of information 
processed by and recorded in thesd-: :;ystems. 



&le ContJml objectives 

1. Mshumsmmts should be authorized 
in (Iccordance with laws, 
regulations and nranagenent’s 
policy. 

2. Mjusbnents to disbu-ts and 
amrmt distributions should be 
authorized in acvodimm with lmus, 
regulations and mmagemht’s 
policy. 

controls in Place ccmtml 

Ihe disbursmsht of funds for such things as R-avel Ckders 
and Purchase CMers apar to be adequately controlled. 
There is a separation of duties for appwal and 
authorizations. Also, in regard to purchase orders, there 
is a separation of duties bet-n requisitioning and actual 
procurement. 

The system does not 
because according 
Ckntral Dagistry 
vendor file, is inaccurate 

Initial obligation for contracts, travel orders ahd 
prchases orders are mrded in the Health kmuntirq 
System onoa the authorizirq official has given aFpmva1. 
For a travel order, if an advance was received or a portion 
must be returned, payment is r&e to the mlleotion officer 
who records the payment on a ltbcuwnt History Wmrd, which 
is fomardsd to the Accenting Finance Branch for entry into 
the Health kmunting System. Fbr ptm%ase orders, the 
kmuntirtg Finance Bran& cmpares the remivtrq report, 
which has been signed by the Division of Material 
Mamgment, with the vendors invoice, determines the 
disamt and at the same time prepares domnentation 
necessary for payment by Treasury. 

ibis cycle control objective wae not included in our survey. 
3. DisburseTu?nt processing procedures 

should be established and 
maintained in acmdmce with laws, 
regulations and manqanent’s 
PolW. 
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Cp2le Control Objectives 

Emmy, Efficiency and 
Effectiveness 

ControlWeakm2sses _I- 

^ 7‘::rtwiseTE?r:t cycle rt?sGIts Shm‘7rt PKX+&PS WP !n r;larr tn fissure that distwrsmmts are Lack nf canprehensive 
Se i? acmrdance with laws, authorized for mly qaxls and servims received. Fr1ur t:c., is wt. used hecause 
requlations and management’s pAicy autbrizinq payment by Treasuq!, the receiving report, ,mrellable data ,mntained 
and plans. vendor invoice and purchase order are mnpared to ensure Feqistry system. 

that the qcds ad services ordered have beer, received. 
Similar prm&ure:; are to he followed by the Indian Health 
Service. 7he accounting system processes the data received; 
certification of funds for payment is the respnsihility of 
Indian Health Service. 

5. Disburaemen ts should be made in an 
economical and efficient manner. 

Excessive pap?t-.mrk 
authorization of a 
the recording of the 
irealth Azmmting 
enhanremnt efforts 
*oxide a tape to 
the Flnw of papemrk. 

see cycle control 

6. nisturmt p~~~ssing procedures 
used to create, recognize and 
report events and related 
tramactia-m should be ecmanical 
and efficient . 



Cycle Cmtrol&$3ctives 

RAtion Processirfg 

7. 

8. 

9. 

10. 

11. 

12. 

crdy those requests for 
disbur-ts that wet 
nbmqsmmt’e policy should be 
-. 

DiWts ahwld be accurately 
and -Y reported. 

&mums due to vendors for Qmas 
ad SeKviw aaepbd, al-d the 
aamntinq distrkutions of such 
ammts, stmld be ccnqx~ted and 
recqnized as liabilities prcmptly. 

Each disburssment of cash shwld be 
based upm a reoognized liability, 
he accurately prepared and be 
qpnqxiately authorized. 

tH&nrsenents should be accurately 
and pqltly classified, sunnarized 
ard reprted. 

Cash disbursments and related 
adjustments shxlld be accurately 
ad prcqtly classified, surrnarized 
ti-. 

Controls in Place 

See cycle control objective 2. 

Mmthly reports are prepared by the systen stmirq the 
status of funds and general ledger accorrnt balImms. In 
addition, each north a !lYeasury &port SF-224 must be 
prepared. Also, see cycle axkrol objective 2. 

See cycle control objectives 2 and 8. 

See cycle mntrol objectives 2, 4, and 8. 

See cycle mntrol objectives 2 an3 8. 

See cycle control objectives 2 and 8. 

See cycle 
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Cycle Control objectives 

13. Liabilities incurred, cash 
disbursewnts and related 
adjustments should be accurately 
aFpliti to the prq>er vendors’ 
acmxmts. 

Classification 

14. Ramactions for amunts due to 
vendors, cash disbursemnts and 
related adjustments should be 
prepared each period. 

15. Disbursemats should be stmmarized 
and classified in acmrdance with 
iItwqemr,t’s plan. 

Substantiation and Evaluation 

Controls in Place 

Se cycle cx3ntt-d objectives 2, 4, and 8. 

See cycle mntrol objectives R. 

See cycle mntrol objectives 1, 2, 4, and A. 

16. Rxorded balances of dislmrsments, W  cycle control objectives 2, 4, and R. 
and related transaction activity, 
sbmld be periodically 
substantiated and evaluated. 

Lack of canprehensive 
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Cycle Control Objectives 

Autkxization 

1. Sources of assets and liabilities 
should be authorized in actmrdancn 
with laws, regulations and 
management’s @icy. 

2. ?he amunts, timing and conditions 
OC transactions should be 
autlmrized in accordarm with laws, 
requlations and managmnent’s 
policy. 

3. Ihe amounts, timing and conditions 
of expenditures of funds should be 
authorized in accordanca with laws, 
regulations and mamgment’s 
Plicy. 

Controls in Plaza 

The requestor Ear &s and services prepares a requisition 
which is stiitted to the Division of Material Mamgement - 
Procurement via the approvinq official. Prmurenent is 
responsible for preparing the purchase order and sending it 
to the vet-&x, with a copy to the Axounting Finance 
Branch. Once items have been received the Division of 
Material Management - Procurefnent signs the receiving report 
and forwards all appropriate doclanentation to the Accounting 
Finance Branch. 

See cycle control objective 1. 

Initial obligation for contracts, travel orders, and 
purchase orders is remrded in the Health Amxnmting Systm 
ome the authorizing official has given a-al. Rx a 
travel or&r, if an advance was remived or a portion must 
be returned, payfient is made to the collection officer, who 
recmrds the payment on a Docwwznt History mrd, which is 
forwarded to the Accounting Finance l3rancl-1 for entry into 
the Health Rcmunting System. For purchase orders, the 
Acmunting Finmoe Branch ronpares receiving report, which 
has been signed by the Division of Material Management, with 
the vendors invoice, determines dismunt and at the sime 
time prepares drxunentation necessary for payment by 
Reasury. 

Control 

The system documentation 
file. HOwever, 
it is not used because 
system which produces 
inaccurate. 

‘Ihis particular 
to the OfEice of 
fsealth; and the 
Mental Health Mministration; 
WtsA acmxmting 
financial transactions. 



Cycle control Objectives 

HE4L.ll-l REXJUFCES AND SEWICES ADMINISTFATIcFiI 
ASSGTAM) LIABILITY mN?GmEmcYcLE 

--LmANDmEs 

Controls in Place 

4. Adjusbnents to assets and See cycle control objective 3. 
liabilities acnnm ts and -unt 
distributions should be autirized 
in acmrdance with management's 
pAiCy. 

5. Asset and liability managetwnt See cycle mntrol objectives 1,2, and 3. 
promAmes sbuld be established 
and maintained in accordance with 
management’s policy. 

cmtro1WMmesses 

See cycle control 

Also during our survey 
reconciliation of 
Corps propx-ty records 
ing reoxds for personal 
been performed. 
tion of property 
accvuntinq as a matter 
pointed this out, 
acknowledged in a 
action would be taken. 
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Cycle Control objectives Qnttvls in Place 

T, Efficiency and Effectiveness 

6. Cycle results should be in The HSA Health Accounting Systan is an aul%R&ed 
acco&ance with lavs, regulations, do&1e-entry accrual acxxxmting system, using a uniform 
ad matwqment’s policy ard plans. chart of general ledger amunts. ‘Ihe HFBA system issues 

various t-eprts mmthly and yearly on the Status of fLndS 
and general ledger account balances. Also, the Treasury 
SF-224 report is prepared nvnthly. 

7. cycle results should be achieved in SW cycle control objectives 1,2,3, and 6. 
an -ical and efficient nmnner. 

8. processing pmoedures used to 
create, reccqnize and report events 
and related transact ions should be 
eaxbm~lcal and efficient. 

See cycle amtml objectives 1,2,3, and 6. 

9. CkIly those requests to buy OK sell See cycle cc&ml objectives 1 and 3. 
assets that meet laws, regulations 
and mmqemmt’s policy should be 
-* 

control 

Indian Health Service 
approximately $20 
Medicaid/Medicare 
manual prmessing. 
aubmate the process. 

See cycle control 

see cycle control 



CycleCbntrol Objectives 

to. ' Assets and liabilities acquired 
should be accurately an3 &anptly 
reported. 

11. 

12. 

13. 

I)etiremnts or dispositions of 
assets to outsiders should be 
accurately and pranptly reported. 

Amcunts due fran or to purchasers 
and creditors, and the accounting 
distribution of those amums, 
should be -ted accurately and 
panptly reuqnized as assets or 
liabilities. 

Chmgea in values should, where 
required by generally accepted 
qve-ntal acmun tirq principles, 
be mrputed accurately and 
recognized prmptly. 

Classification 

14. 

15. 

Mounts due to creditors, and 
related adjustments, should be 
aamrately and ptw@ly classified, 
summrized and repot-ted. 

Purchases and sales of assets, 
charges in liabilities and related 
adjustments should be accurately 
applied tn the proper subsidiary 
aumunte. 

HE4LlWlUBXJWESANDSEIFJICES ADMINISTI?ATIoN 
ASSTAND LIABILITY-CYCLE 

ItmERNAL cmFJ!FOLs-m-sEs 

Controls in Place 

See cycle mtroi objectives 1,3, and 6. 

See cycle control objectives ‘3 and 6. 

See cycle control objectives 3 and 6. 

See cycle control objectives 1,3, and 6. bee cycle control 

see cycle mntrol 

Control 

see qcle control 



cle Control Objectives - 

16, Journal entries for assets and 
liabilities acquired and retired, 
and relatd adjustments, should be 
prepared and psted each acwuntinq 
period. 

See cvclo mnPro1 objectives 3 and 6. 

17. Journal entries should sumwrize See cycle Control objectives 7 and 6. 
and classify ewnanic activities in 
acwrdance with management’s plan. 

substantiation and Evaluation 

2 18. Remrded balances of asset and 
liability accounts, and related 
transaction activity, should lx 
periodically substantiated and 
waluated. 

See cycle control objectives 3 and 6. 

.- - .-. I- ,--. _I ..-. - -.-- -, - 

Tack of cmprehensive 
HFSA Health Accounting 

The~JonexpendableOontrol 
covering capital 
certain other FS 
physical inventories 
Officer, rather 
indeprxlent cmnt 
than the custodian. 



Cycle Control Objectives 

Authorizatim- 

1. Eata entered into repxtinq system !i%e HF6A Health Accounting System is an autanated double- 
should be authorized in a&m entry accrualammn ting systsm, using a uniform chart of 
with laws, regulations and general ledger amnts. ?his systm is responsible for 
management's plicy. ccmtrollirq HFSA's annual budget authority. 

2. Rqortincj system promssing 
procedures should be establish4 
and maintained in acmrdance with 
laws, regulations and b-mnawmnt's 
policy. 

?he HFSSA Health Accounting System issues the variaas and taxsing student 
managerial reports mnthly and yearly on the status of funds up accuracy of 
andgeneralledger ammuntbalmces. 

Fmnany, Efficiency and Effe&iV@WSS 

I . &portinq should he in acmrdance 
with laws, requlatims and 
mnaqenent's mlicy and plans. 

See rvcle mtrol objective 2. 

Controls in Plam control 

National Health 
Fiscal System data 
outside the au*rity 

Fqmrted problems 

I - -  . -  

I .  
- .  _, . , - .  - I ^ ,  - . ,  
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C@e Control objectives 
I 

4. Reporting should be achieved in an 
econanical and efficient manner. 

5. mrtirq procedures used should be 
ecmmnical and efficient. 

?Y2nsaction pmcessing 

6. Chly thee reports that mt 
Fst’s policy should be 

. 

7. Reports qbould be prepared 
amrately and -1~. 

5% cycle mntrol tibjective 2. 

Control 

Approximately 200 
mnth to various H16A 
problem that is enmuntered 
month-end process 
distribution of rmts 
particular user wants. 
to have any report 
user’s report is prepared 

See cycle control 
Also, extensive manual 
used For majority of 
paw&s by Indian 

Tntemal system edits such as the rotating error file and 
miscellawws cede description file are used to edit 
accounti~ transactions as they are input into the system. 
If the transaction does not pass the various edit criteria, 
it is rejected and printed onto the rotating error file and 
will rmain there until corrected or deleted by the 
mmpment that originated the transaction. 

Jack of reconciliation 
reoords and acwuntinq 
National Health Service 
dental property. 

8. Relevant disclosure data shmld be Fee cycle control objectives 2 and 7. 
gathered accurately and pr-uqkly. 

--_ 
. I  _ 

. -  - - , _ - -  I  

Se cycle control objective 
Health Professions 
programs. A&n, see 
clhjective 7. 



CycleControl Objectives Controls in Place 

9. kIevant disclosure data shxld be Se cycle control objectives 2 and 7. 
acmrately s-izad and reported. 

10. File and acoxmtlxhncesshxldbe s35 cycle control obiectives 1,2, and 7. 
xxxrately and my reported. 

?l. Omsolidation of reports should be See cycle mntrol objectives t,2, and 7. 
mied kxurately and 
PrarptlY. 

Classification 

12. Rqmrting entries should classify .See cycle control objectives 1 and 2. 
activities in accOcdance with 
managenent's plan. 

13. IQ~X?CS should by prepared <SP rvcle contml objectives 1.2, anrl 7. 
ammxately and manptlv, be 
pcepared on consistent basis and 
fairly present the information they 
prpxt to display. 

S&stantiation and Evaluation 

14. lbmrdd balances in the records 
skmuld be periodically 
mtmtiated and evaluated. 

-  _ .“ I . ,  _ _ 

contro1vSEahesses 

See cvcle control objective 

See cycle ccntrolobjective 

SPP cycle mntrol obiectjve 



Cycle Ccx$rol Qbiectives _-.-- Cmtrols in Place l-_l--- 

2. Adjustments to ban aCCOUnts, 
interest Lnccm and account 
distritmtions stmuld be authorized 
in accordance with management’s 
policy. 

3. Loan cycle proceesinq pvxechres 
should be establish4 arid 
maintabd in acmrdance with 
nmnagemnt’s policy. 

gnltro1 

. -  ~-- - - -  I  ---____ _. . .- 



Cycle Control Objectives 

Fmmany, Efficiency and Effectiveness 

4. man program results should be in 
ammdance with laws, regulations 
and management’s plicv and plans. 

5. Program results should he achieved 
in an emmnical and efficient 
manner. 

6. Procdures used to review, process 
and report loam and relatRI 
kransactions should k ~wncmica’ 
ax eff 1r1ent 

see cycle mntml 

Transactmn Processing 

7 . 

H” Loand ocuments that are aqXove?i us GAO has reprted, 
and signed hy the b3rrower should 3rIequatelv execute 
te required before funds are notes. me r,ranissor< 
disbursed, and loan distnrrsements knrrowr provides 
should be ptanptly and accurately exists and is a leoal 
reprtw? thP tmtrmer to repay 

Cmtrols in Place Control 

TAD remrted that 
not reflect the current 
funds and cannot 
management of the 
recording and reporting 
receivable, interest 
and unollectible 

kcause of the problms 
control objectives 
ascertain whether 
being achieved in 
efficient manner. 

-  -  . - . - 1  - ,  -  ; ,  - .  ,_ -  
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Cycle Control Objectives 

9. 

10. 

11. 

12. 

13. 

14. 

Toan principal repayrrPnts and 
interest payments should tw 
pixwqkly and accurately reported. 
Interest innxne and loan fees 
should be accurately ancl praaptlv 
c-omplted ark3 report&. 

kxountability for loan collateral 
should be established t&ore the 
collateral can be misdirected. 

Interest incxxne and loan fees 
should be accuratelv and promptly 
canplted and reprtd. 

Wjwhnents to borrower aoxxints, 
interest income and related acmunt 
distributions should be accvratelv 
and pranptly classifierl, scnmarized 
and reported. 

toan transactions should be 
accurately and promptly rqorted. 

man transactions and related 
adjustmsnts should be accurately 
elied to the proper borrowers’ 
acmxmts. 

Control 

7he prmn-ams qerdte 
basis. Toan repayments 
schmls who in turn 
long as they participate 
kwever, as previously 
schmls did not bill 
and there was inadequate 
delinquent loans. 
~noxw, see cycle 

*e cycle control 

See cycle control 

we rvcle mntml 

.%e cycle control 

See cycle control 

-“.- ,--_--__- -. __  
. .- 



Cycle Control Objectives 

cla&ification 

15. Entries Eor 1-n transactions 
should be prepared on a timely 
basis and should classify and 
sumarize activities in accordance 
with man.agemnt’s plan. 

Substantiation ad Evaluation 

16. Wxmled balances of loans and 
related transaction activity should 
be periodically substantiated and 
evaluated. 

Physical Safeguards 

17. Access to loan collateral should be 
permitted only in amrdance with 
manqewnt’s policy. 

18. Access to loan and loan collateral 
records, critical forms, processing 
areas and prcmassihg procedures 
should be pemitted only in 
acmrdance with manaqanent’s 
Polk. 

Controls in Plaoe Control 

See cycle control 

GAO and Inspector 
disclosed serious 
Professions and 
Department has 
if effectively 
many of the problems 

See cycle control 

See cycle control 

“- _ ___. . - - ;, -. 



2. 'Ihe types, estimated cpantitiesr 
and prices and term of gcxx?s and 
servicesneed& sbuld b-e 
authxized in accordance with laws, 
regulations and management's 
policy. 

1. $djwWnts should be authorized in 
aaxxdarnxwlth laws, rqdatums 
and management's policy. 

Controls in Place -~- 

The requestor of gucis .31d EELViCeS preprcs a rguisitmn 
which is suhnitted to the Division of Material Management - 
Procurement via the apoving offical. Procurement prepares 
the purchase order and sends it to the vendor, with a cow 
to the Accountmg Fmance Branch. When items are received, 
the Division of Material Managment - Procurement signs the 
receivinq repxt and forwards dccmmtation to the 
Accmfm~ Flna~m.~ ardd:. 

*ceiving report, invoice, and purchase order are mpred 
when shipxnt has kn received. If items are broken or 
partial shipnt is reozived, this data is annotated. 
Dxxrnentation is forwarded to Accounting Finance Branch for 
entry to HFSA Health Acoounting System. 'Ihe Accounting 
Finance Branch also prepares documentation for payment of 
bills by Treasury. 

-- -~ --------- ---_ . .- -~ 



Cycle Control Objectives 

4. ( Pnxmemnt cycle processing 
procedures should be established 
and mintained in accord- with 
laws, regulations and managarrent’5 
Plicy. 

Fmtmy, Efficiency and Effectivews: 

Controls in Place 

This particular cycle cwntrol objective was tmt included in 
our survey. 

5. Rccurenznt cycle oplratims sksuld 
be inaccordance with laws, 

See r;cle mntrnl abjectlye 2, 

regulations and marqement,‘a pljlicy 
ad plans. 

6. Procurements should be achievec? in 
an ecoocmical and efficient manner. 

Trmaaction Processing 

6. Wily tbse reqm3ts of vet-&m far 
&lUJdS OK services that meet 
zt’s criteria should by 

. 

9, my requests Esccepted skould be 
accurately anl prmptly reported. 

~:ontxml 



pcle Controls Qbjectives 

11. 

12. 

13. 

14. 

Amounts due to vendors for goods 
and services accepted, and the 
wtirq distritutim of such 
zmumts, should he ocnplted and 
recognized as liabilities prmptly. 

miuxmts due to vendors shld be 
amxately and prmptly classified, 
sumbarbed and tqxm-ted. 

Purdmsing adjustmnts should be 
mrately and prmptly classified, 
sumarized and rejmrted. 

Liabilities irbcurred, and related 
adjwhmts, should he accurately 
applied to the p-r vendor’s 
acsamts. 

C‘antrols in Flaw -.___-.-.- - 

Initial ot~liqatior for mr:trxtr, travel nrders an? 
:urchase nrders ic remrded in the Health Atrcountins System, 
rr!re authorizim official has ?7iver; aF~friwJ!. For a traxvl 
zder, if ar advane 4da.c recelvCCI, or a prtion imIst b 
rPtumed, paymPnt. is made to a cvllwtim- officer who 
records the &ment OP a lhmwnt History Record, whim is 
foor*iarded to the AccCIunting Finance Pranch for entry into 
the Health Acctwntim System. For a purchase order, the 
.Acmuntinq Finawe Wan& caqmres the rec?dVinq report. 
tihich has been siqn& by the Division of Material 
Franagemnt, with the vendors inmicp, determines the 
discount and at the same time prepares documentation 
necessary for payment by Treasury. 

These same procedures are to be follmed by Indian Health 
Service. IWSA acmuntina system hns no authorization over 
the disbursement of mHs funds. ‘Ihe amwntina system 
cimply processes the data reoeivw3. 

See cycle control objective 10. 

See cycle control objectives 3 and 10. 

See cycle control objectives 3 and 10. 

Se cycle mntrolcbjectives 3 and 10. 

-~ ,---~ ---mm- 1..  .- 



*le Control Objectives 

15. Journal entries for mrxmts due to 
vendors and related adjustments 
sbuld be prepared each accounting 
period. 

Controls in Place 

See cycle control objective 10. 

16. Purchasing journal entries should SC’ cycle control objectives 3 and 10. 
smmarize and classify emmanic 
activities in accordance with 
management’s plan. 

Substantiation and hraluation 

17. lhxxx&d balances of ammmts 
payable, and related transaction 
activity, should be periodically 
substantiated and evaluated. 

Control 

A canprehensive 
?mxmting System 

“- --~“. - ,--..___ _ -._i. --. ,-..._ 










