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LNviEN STATES GENFRAL ACCOUNTING OFFICE 0 CH qll
WASHINGTOR, D.C. 20548

QHVISION © F § INANTIAL AN o
GENEIA! MANABEMLNT WTUDIZS KAR 11 1376

"B-48129

the Honoreble \Ge T UM RAp

The Sccretary cf the Interior & LM029921
Dear Mr, Secretary:

Thiz report presents tne results of ocur survey of tle
Bureau of Indian Affairs' accounting system. The Bureau is
presently redesigning its accounting system pursuant to its
statement of accounting principles and standards approwved by
the Comptrolier General in Hovember 1972.

Our survey was made at tne Administrative Services Cen-
ter {ASC)}), where the Bureau's accounting system is main-
tained, at the Albuguergue Area Office, and at threc agency
offices, all in Albuguerque, New Mexico. Our su.vey in-
cluded an cvaluation of internal controls in the accounting
wyster.

Our survey showed that the BRu.ean ne=xds improvement in
(1) controlling receivables and advances, (2) recording and
reporting obligations, {3) taking available discounts,
{4) controlling and documenting its automated versonnel-
payroll system, end (5) managing and accounting for personal
property. - /e also noted that the 3Bureau has not taken ade-
guate actiop on recommendations made by %1e Department's
Cffice of Audit and Investigation (OAI;. Since 1970 OAI has
issued three renorts on reviews of the Pureau with recommen=-
dations for improvements iIn matters dis<ussed in this report.
We believe the Bir-eau chould take more aggressive action to
follew 0OAl's recommendations.

In the encleosed summary of findings, w2 have made a
series of recommendations to you desiyned to imvrove the
Bureau's accounting system. Although our survey was limited
to Bureau locations in the Albuguerque area, we noted that
OAI's reports ccntained similar findings at other Bureau lo-
cations. Apparently Bureau-wid: improvement of the matters
discussed in this report Is needed, and we have addressed
our recommendations accordingly. ASC officials have g=n-
erally agreed with our findings.
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As you know, sevtion 236
tien Act of 1970 requirec the
submit a written statement on
tions to the ilouse and Senate

of the Legislative Reorganiza-
head of a Federal agency to
acticas taken on our recommenda—
Committees on Government Opera-

tions not later than 60 days after the date of the report and
to the House and Senats Committees on Appropriations with the
agency's first request for appropriations made more than

60 days after the date of the report.

We are sending copies of this report .0 the House and
Senate Committees on Government Operaticons and to the House
and Senate Committees on Appropriations. Copies of this
report ar: also being sent to the Commissioner, Bureau of
Irdian Affairs, and to the Director, Office of Audit and
Investigation.

We wish to express our appreciation for the courtesies
and cooperation extended our representatives during this
survey. We wculd appreciate your comments and advice as Lo
any actions taken or planned on the matters discussed in
this report.

Sircerely yours,

Qi;ﬁE jizzzgfi;:;;%géézﬁ

—_ ﬁfzﬁﬁ\ =5 i
D. L. Scantlebuvy
Director
Enclosure
2
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GAO SURVEY OF ACCOUNTING SYSTEM

BUREEU OF INDIAN AFFATRS

DEPARTMENT OF THE INTERIOR

SUMMARY OF FINDINGE

4

The Congress emphasized the need for reliable accounting
systems when it passed the Budact and Accounting Procedures
Act of 1950. This act authorized the Comptroller Geaeral to
prescribe the principles, standards, ind related requirements
for executive agency accounting systems. This act also made
the head of each executive agency responsible for establish-~
ing and maintaining accounting systems that confcrmed to the
Comptroller General's principles, standacds, and requirements.

The Department of the Interior accounting system for
the Bureau of Indian Affa’rs was approved by the Comptroller
General in January 1953. Howevar, the Buteau now plans co
submit a revised accounting systow design for GAQ approval
in late 1977. This revised system design should conform to
the Bureau's statement of accounting principles and standarus
approved bv the Comptroller General in 1972.

Weiébserved and made limited tests of the prccadures
used to control and account for revenues and collections,
disbursements, obligations, and property. Our survey also
included a test of the controls of the Bureau's personnel-
payroll system. 1In addition, we tested the internal and
external reports derived from the accounting system.

Our survey showed there were opportunities to imrrove
the Bureau's accounting system. Our findings and recommenda-
tions follow. .

L

NEED TO RECONCILE AREA OFFICE AND
ASC ACCOUNTS RECZIVABLE AND
TRAVEL ADVANCE RZCCRDS

Detailed records for accounts receivable and travel ad-
vences maintained by the Albuquergue Area OIfice could nct
be reconciled with monthly automated accounting reports pre-
pared by the Administrative Services Center (A5C). As a re-~
sult, we found unreconciled differences of zbkout $12,300 for
accounts receivable and $3,935 for travel advances.

AENT AVALBBLE

NN

ey Y -
B e 5 v Tk e



ENCLOSURE ENCUCSURE

We believe these differences resulted frorw {1} failure
to account for data in transit between “he orea office and
~5C, (Z) computer input coding errors, (3) traaszactions re-
jected by the automated accounting system but not corcected,
and (4) inedeguate identification of individual accounts
owing money to the Burcati.

The principles, standards, and relatcd requirements pre-
sci ibed by the Comptroller General in 2 GAO 12.4 require
thac:

~=~"pmounts receivable shall be recorded accurately
and promptly on completion of the acts which en-
title an agency to collect amounts owed to it
(billing for performance of serv.ces or sales of
materials, loans or advances made, etc.)."

-=-"Accounting records for receivables shall be
naintained so that all transactions affecting
tre receivables for each reporting period, and
only such transactions, are inciuded.”

The Bureau's accounting ovrinciples ang standards,
42 BIAM 1.8G(2), require that general ledger control ac-
counts be reconciled with the subsidiary records on a nonthly
basis.

We analyzed $47,384 of the teoual of $72,593 comprising
the Albuquerque Area Office accounts receivable as of
2pril 30, 1975, and found that:

--About $6,700 (117 items) of outstanding receivables
shown in tae 4SC's automated Aaccounting report were
not supported by outstandirng bills at the Albuquerqgue
Area Office.

~~About $6,100 (23 items) of outstanding bills in the
Albuquerguve Area Office were not recorded in the
AsSC's automated accounting report.

Bureau officials had not identified these differences
because they did not reconcile arca office delailed records
with ASC monthly accounting reports.

We also compared documents for outstanding travel ad-
vances maintained by the Albuguerque Area Office with ASC
monthly avtomated accounting report at March 31, 1375.
Documents for outstanding travel advances in the area office
totaled $37,481 compared to $41,416 shown on the ASC autc-
mated accounting report--a difference of $3,935.

- BEST DOCUMENT AVAILABLE
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Ve could not reconcile the 33,935 difference becavse:

--The ASC travel advance report usually did not iden-
tify an advance by the individval traveler or his
social czecurity number.

~-Many travel vouchers were in process.

~~Some travel advances were improperly cecded in ASC's
automated records.

The Department's Cffice of Audit and Investigation {OAI)
2lso found that the Burecau's controls over, and accounting
for, accounts receivable and travel advances necded improve-
ment, OAT has reported this condition several times, most
recently in 1974,

Recommendations

We recommend that, to properly maintain the status of
accountg receivable and travel advances, you direct the Com-
missioner, Bureau 2of Indian Affairs, to analyze prior- and
zurre:n ~year trancactions for accounts receivable and travel
advances as needed to reconcile and correct area oifice and
A3C records. Thereafter, monthly reconciliations should be
made belween area office detailed ricucds and ASC automated
accounting reports,

We also recommend that the reasons for differences be
determined and proper action be taken to prevent recurring
errors.

Agency comments

ASC officials agreed to draft instructions for Bureau
approval requiring (i) reccnciliations of area office de-
tailed records with ASC accounting reports and {Z) monitor-
ing of area 0ffice accounts receivable and travel advance
balances.

NEED TO IMPROVE MANAGEMENT
OF CCONTRACT ADVANCES

Outstanding contract advances, for the most part, had not
been reconciled with the ASC March 31, 1975, automated ac~-
counting report and contract files at area and agency offices.:
Also, our tests showed that excess contract advances of about
$24,400 were given to 10 contractors in the Albuguergue area.

BEST DDCUMENT AVAILABLE >
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2s of March 31, 1975, ASC automated accounting records
showed about $13,700,(00 as outstanding fiscal year 1975
contract advances. On the sawe date, these records showed
prior-year ocutstanding advance balances of $6,100,000 and
offsetting balances of $1,300,000 which had not been iden-
tified to specific contracts., Some of the prior-year
outstanding amounts were at least 4 years oid. Lacking
identification information, we could not determine which
contracts should have been idenvified with the offsetting
balances,

Most prior-year outstanding advances shown in the ASC
March 31, 1975, accounting veport had not been reconciled to
contract files at area and agency offices. We found that
ASC dues not identify prior-year.outstanding advances by
contractor in its monthly accounting reports and, thercfore,
appropriate reconciiliation with contract files could not be
made.

Albuguergua Area Office personnel examined three prior-
year contract files to determitie tie accuracy of outstanding
advances, They found that the contractors should have re-
turned 59,087 to the Bureau. One contractor repaid $5,118,
but the other two contrackters diszuted Rureaun figures.
A.bugquerque Areg Office personnel said they lacked manpower
to examine other contract files.

We tried to reconcile 19 outstanding advances in Albu-
quergue Area Office and agency contract files to the ASC
Mar~h 31, 1975, accounting report. We were unable to rec-
oncile S5 of the 19 advances because Bureau personnel could
aot explain differences between entries in ASC's automated
accounting records and information in area and agency con-
tract files.

Our examination of centract files showed that the Bureau
generally advanced contract amounts up to 30 percent to con-
tractcrs, The Cecde of Federal Regulations (41 C.F.R. 1-30.4)
generally allows advances to meet minimum cash flow needs
when no other feasible mears of financing is available.

At March 31, 1975, the Albuquerque Area Office had
24 outstanains fiscal year 1975 contract advances totaling
$139,386. We estimated minimum ~ash flow needs for 16 of
these contracts and determined that ad—--uces ranged from
- 10 to 46 percent of the contract prices. The excess ad-
vances totaled about $24,400 for 10 of the 16 contracts.
These excess advances were ocutstanding for an average of
273 days., BHad these excess zdvances been avoided, the
Treasury might have been able to reduce its interest ccsts
by $1,100,. .
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Recommendat.ions

We recommend that, to properly maintain the status of
contract advances and avoid excess advances, you direct the
Commissioner, Bureau of Indian Affairs, to:

--Reconcile contract advance files with A3C accounuing
records by examining prior—~ and current-year
transactions, including offsetting eirtries not ap-
plied to specific contracts, and by miking necessary
correcting entries.

~~Determine the causes for differences anrnd take neces-
sary action vo improve management and accounting for
contract advances.

-~Collect prior-year contract advances which should be
returned to the Bureau upon contract completion or
after contractor minimum cash flow needs have becn
met, whichever occurs first.

-~Limit future contract advances to contractors' minimum
cash flow needs and monitor these advances during the
contractual period to insure their timely return to
the Bureau.

Agency comments

ASC officials agreed to draft instructions for Bureau
approval requiring (1) reconciliations of area and agency
contract files with ASC accounting reports and (2} monitor-
ing of area and agency office contract advance balances.

NEED TO IMPROVE
ACCOUNTING FOR OBRLIGATIONS

In its 1971 and 1974 reviews of ASC, OAI identified
problems in the Bureau's .obligation accounting procedures.
Obligations were recorded late or sometimes not at all, Lhe
automated obligation reports were not timely, and the ac-
curacy of the automated reports was questionable. As'a re-
sult, area and agency offices made little use of the reports.
We surveyed the Bureau's current obligation practices and
found that most of the problems reported by OAI still exist,

The GAO Policy and Procedures Manual for Guidance of
Federal Agencies (7 GAO 17.1) requires that all obligations
pe promptly recorded as charges against the applicable ap-
propriations in such a manner as will meet “"he reguirements
for control over funds, provide e:sential meragement infor-
mation, %iiilitate preparing statements and required

)
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reports. The Buvrau's accounting principles and standards,

42 BIAM 1.7, reguire that obliyations be controlled at the
area office level by allotirent. They also requires that cbli-
gation data be reported gc that area and agency offices can
use the intormation to properly control the use of funds,

We reviewed 15 obligeticn transactions and found that
4 totaling $2,048 were recorded .Jter the month the obliga-
tion was incurred, ag follows:

--$680 four emergency employment assistance vaid in
December 1974 was obligated in January 1977

--%$618 for cleaning supplies ordered in December 1974
was obligated in January 1975,

--$705 for use of a copy machine in October 1974 was
obligated in November 1874,

-~545 for business school tuition in December 1974 was
obliga:ad in January 1975.

Southern Pueblo agency officials said the monthly re-
ports on obligations received from ASC were late, Inaccrurate,
and difficult tc analvze. The program managers therefore
relied mainly on informal records to control okligaticn of
their funds. 3ome program managers, however, were not com-
paring or raconciling their informal records to ASC monthly
accounting reports.

The GAO Policy and Procedures Manual for Guidance of
Federal Agencies, {7 GAQ 17) prescrites that:

"# % % When the amourt of an obligation is not
xnown at the time it is incurred, it should be
estimaced. Where an estimate is used, the basis
for, and computation oi, the estimate will be
shown on the obligating document. Appropriate
adijustment will be made where it is later dis-
closed that the obligation was incorrectly esti-
mated by a sgignificant amount. Otherwisc, one
adjustment may be made at the end of the month
for such diffeorences * * #%

"# % * The records maintained should, in all cases
reflect the status of each limitation; that is,
the amocunt available, the amount obligated, the
amount expended, the amount disbursed, and the
balances remaining, * * **

©eer DOCIMENT AVNLEBLE o
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We believeg&oncrol over recozding of obligat:ions can be
improved through (1) more timely recording of obhligations at
the area office level, (2) prompt ronthly reconciliations cu
area office records to ASC monthly fund status reports, ad
{3} closer adherence to requirements for reccording, report-
ing, and controlling obligeations.

\

Recommendations

We recommend that, to improve accuracy and timeliness
of cbligation recordkeeping and reportino, you direct rhe
Commissioner, Bureau of Indian Affairs, to:

-~Record obligations when they are incurred.

--Provide area and agency office program managers with
timely and accurate monthly fund status reports.

--Reqguire reconciliations 2f ASC monthly fund status
reports to area and agency offices' supporting obli-
gation documents.

Agency comments

ASC officials said that area and agency offices are re-
sponsible for timely recording of obligations, and they plan
to recommend thaz* the Commissioner, Bureav of Indian Affairs,
emphasize to area and agency offices the need to properly
carry out this responsibility.

IMPROVEMENTS NEEDED TO
PREVENT LOSS OF DISCOUNTS

From July 1974 through February 1975, the Burzau lost
ab~ut 30 vercent, or $25,000, of purchase discounts avail-~
able to it, $22,900 of whirch were lost on disccount terms of
more than 20 dayvs.

Thr, Bureau's Zzc2zsunting principles and standards state
that payments should he noade promptly when due and in tine
to take advantage of discounts offer~d by vendors. The
Chief, Finance and accounting, ASC, told us thut existing
Bureau instructions provide for special handling of vouchers
with available discounts. He said the special handling in-
cludes priority processing at ASC and/or sending vouchers
fron area cffices directly to the Treasury Regional Disburs-
ing Office (RDO) for payment.
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We examined 41 vouchers and found tnat 21 of *he
discount pericds had expired before ASC received the voucher
package from area offices. The avea offices we.oc not follow~
ing existing instruct.ons to send vouchers with available
discounts directly to the Treasury RDO for pavment.

Recommendation

We recommend that, to realize maximum benefit of dis-
counts offercd, ycu direct the Commissioner, Burceau <f
Indian Affairs, to have all payment vouchers with available
discounts to be sent directly from area offices to the
Treasury RDO for payment.

Agency comments

ASC officials agr.ed to dra“t instructions for Bureau
approval requiring all vouchers with discounts offered to be
sent directly from area offices teo KDO for payment.

IMPROVEMENTS NEEDED IN PERSONNEL~PAYROLL
SYSTEM CONWKROLS AND DOCUMENTATION

Additional computer system ccntrols are needed to pre-
vert improper payments to employ.~3. In addition, improve-
ments in documentation of the Bureauv's personnel-payroll
system are needed to simplify computer program revisions,
improve computer operations, and aid in instructing new per-
sonnel.

Computer systew controls

Our tests of system controls using simulated transac-
tions and discussions with Bureau personnel disclosed the
need for the fcllowing additiconal automated edits (internal
controls rfor automatic data processing systems used to
va'idate da.s input before use in the system):

~--Auntemated personnel edits need to be expanded to
prevent non-General Schedule (construction wage rate
schedule and Federal wage system) employees from be-
ing paid annual premium differentials for uncontrolled
and irregular overtime.

~-—-Automated time and attendance edits need to inciude
data consistency checks to prevent erroneous or in-
consistent transactions from being processed and
paid.
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~--Autometed edits need to e evypanded to identify time
and attendance cards for manual review in cases in
which employees are not entilic? %o pvav for ¢ full
pry period (terminated cmplnyees) to Lcevent over-
payment or improper accrual of leave.

These automated controls, in ouvr opinicn, can be integrated
into exigting system programs.

The Bureau'’s rayroll separation unit ig cesponsible for
auditing the lea7e and pay racords of every employee whose
employment. with the Bureau is tzrmirating. If an overpay-
ment ig identified during this audit, the Bureau will first
try to settle the debt by deducting the amount from the em-
rioye='s last reqgualar paychzck or from a lurp sum payment
owed to the employee for acccued annuval leave. If the em-
ployee is not entitled to a lump suir payment. the hurezu's
last resort before killing the employee directly would be to
deduct che debt {rom the employee's withdrawal of accumulated
retirement contributions. The withdrawal ¢f retirement con-
.ributions, however, can only be reduced by the debt i¥ the
employee requests the withdrawal and if th» withdrawal has
not yvet been made. When none of these options is available,
the Bireau sends bills for ccllection to the terminated em-
plovee.

Had automated edits been adequate, erroneous cime and
attendance reports submitted Ly timekeepers for terminating
employees may not have been processed. As of February 28,
1975, $6,344 was owed the Bureau for pay and leave cverpay-
ments madc to terminated Albuguerque Arca Office employees
from 19€6 to 1974, The Bureau's audit of finel pay for
terminated employees, in many cases, was made after the
final pay had been processed. When overpavment: occurred,
the Bureau sent thz terminated employee a bill, bui collec-
tion of overpayments nas been limited.

Computer system documentation

The docuuwentation of the Bureau's personrel-payroll
system is c.rrently iimited to generalized input and out_ut
system fliow charts, input and output record descripticns, and
limited narrative in the timekeepers' and other procedure
manuals. Additional system documentation is needed for urer
and nrogram maintenance manucals shich explain the operation
of the computer and describe in detail the computer programs.

BEST DOCuwitun I AVAILABLE o
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Recommendations

W: recomma2nd that you direct the Commissioner, Bureau
of Inc.an Affai:s, tec:

~-Expand autcimated edits to prevent non-General Schedul

employces from being paid annual premium differentials

for uncontrollable and Iirragular overtime,

~-Include data consistency ch:ir~ks in automated time and
attendance edits to prevent erronecous or inconsistent
transactions from being processed and paid.

e

e

~-Expand automated edits to prrevent terminated employeec

from being overpaid and/oi accruiig excess leave,

-~Improve document~tion of the personnel-payroll system

-

for user and pror. um main.enance manuals.

Agency comments

ASC offirials agreed to implement the computer edits we
recommended. They also agreed that improved documentation
is needed but this .~uld tzke 1 man-year to cowplete and is
of low priocrity comparec to other changes neecded for con-
Finued system oparaticn,

IMPROVEMENTS WEEDED TN PERSONAL
DROPER”! _MALLAGEMENT AND ACCOUNTING

In i:s 1974 revicws of personal property managementc in
the Navajo and Southeaste.n areas, OAL identified severa:
problems. 1drese problems included inadequate protectior and
physical control, inefficient use of property, incomplete
annual inventories, excess or inoperable items not trans-
ferred or disposed of promotly, and unreconciled differences
between property on hand and recorded property. Our survey
of personal property identified some of the same problems in
th+ Albuquerque area.

Tha GAO Policy and Procedures Manual for Guidance of
Federal Agencie~ (2 GAC 12.5) and the Bureau's acceunting
orinciples, and scandards {42 BIAM 1.14) vequire that:

--all transactions affect.ng the agency's investment
in propertv be recorded in accounts.

~-Appropriate rccords be kept of physical quantities
¢f Government-owned property and its location, in-
cluding identificaticn of provercy ex cess to needs
and plans for transfer »r disposal.
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