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To the President of the Senate and the
Speaker of the House of Representatives

This is our report on the need for improved practices
for obtaining equitable contributions toward the cost of con-
structing samitation facilities for Indians This program 1s
administered by the Indian Health Service, Health Services
and Mental Health Admanistration, Department of Health, Ed-
ucation, and Welfare Our review was made pursuant to au-
thority contained in the Budget and Accounting Act, 1921
(31 U.S C. 53), and the Accounting and Auditing Act of 1950
(31 U.S.C. 67).

Copies of the report are being sent to the Director,
Bureau of the Budget, and to the Secretaries of Health, Ed-
ucation, and Welfare and of the Interior.

iie (7

Comptroller General
of the United States
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COMPTROLLER GENERAL'S NEED FOR IMPROVED PRACTICES FOR OBTAINING
REPORT TO THE CONGRESS EQUITABLE CONTRIBUTIONS TOWARD THE COST
OF CONSTRUCTING SANITATION FACILITIES FOR
INDIANS
Department of Health, Education, and
Welfare B-164031(2)

DIGEST

— - —— - ——

WHY THE REVIEW WAS MALDE

Under a law enacted in 1959, the Indian Health Service, Health Services
and Mental Health Administration, Department of Health, Education, and

Welfare (HEW), administers a program for the construction of sanitation
facilities for Indians. The facilities include water supplies, sewage

and waste disposal facilities, and other mprovements for Indian homes

and communities.

Through fiscal year 1968. Federal funds totaling about $47 million had
been expended for the construction of sanitation facilities expected to
benefit about 44,000 of the 69,000 potential beneficiary Indian families.

The legislative history of the authorizing Taw indicates, and the Indian
Health Service's guidelines provide, that the construction of sanitation
facilities for Indians 1s to be a cooperative effort among the Government,
Indian tribes, and non-Indian beneficiaries of the facilities. The Gen-
eral Accounting Office (GAO), noting that 1ittle or no cash and labor
contributions had been obtained from some Indian tribes or from non-

» Indian beneficiaries--famil1ies, businesses, or organizations--examined
into the Indian Health Service's practices and procedures for obtaining
contributions.

FINDINGS AND CONCLUSIONS

GAO's review of selected sanitation facility construction projects ad-
ministered by four Indian Health Service Area O0ffices in the Western
United States indicated that the Indian Health Service needed to improve
1ts practices for obtaining cash and labor contributions from Indian and
non-Indian beneficiaries of the facilities provided. The review showed
that

--cash contributions by Indian tribes either were not obtained or were
obtained 1n amounts minor in relation to the tribes' apparent abil-
1ty to pay. (See p. 13.) For example, six projects were con-
structed for one tribal group, for which the Indian Health Service
paid $425,000. The tribe--whose average annual income was about
$1.7 mi1l1on during the 6-year construction period--contributed
$41,500. GAO believes that equitable contributions toward the cost
of constructing sanitation facilities from those tribes that have



the abi1l1ty to contribute would enable the Indian Health Service
to provide a larger number of Indians with needed sanitation facil-
1ties at an earlier date

Bureau of Indian Affairs, Department of the Interior, in its pro
gramming of funds awarded to Indian tribes by the Indian Claims
Commission. For example, one tribe received an award of about
$4.3 mi1lion, but none of the funds were made available for the
construction of sanitation facilities because the funds had been
programmed for other purposes. (See p. 17 )

--the Indian Health Service generally did not collaborate with the4>

tions from non~Indian beneficiaries of sanitation facilities con-
structed For example, a water supply system was constructed at
cost of about $90,000. The non-Ind1an beneficiaries of the system
did not contribute toward the construction cost although they used
nearly one half of the water supplied GAO believes that these
beneficiaries should have been requested to contribute toward the
cost of the water system (See p. 20 )

--frequently no arrangements were made for obtaining cash contr1bu—\
a

--some tribes were not required to comply with their commitments to
contribute Tabor to construction projects. The necessary labor to
accomplish the work was performed either under Indian Health Service .
contracts with the tribes or by work crews employed by the Indian
Health Service One of the program's basic objectives was to en-
courage the Indians to participate in the construction of sanitation
facilities so that they might acquire the training necessary to ac-
cept responsibility for the future operation and maintenance of the
facilities (See p. 23 )

--the Area Offices did not accumulate and systematically report ac-
curate and complete data pertaining to contributions of cash, labor,
material, and equipment. The Indian Health Service's annual justi-
fications to the Congress for construction appropriations stated
that contributions from Indians amounted to about one third of the
total cost of the sanitation facilities constructed. However, the
stated value of Indian contributions was not adequately supported
and appeared to be overstated by about $5 mi1lion  (See p. 34.) 1

RECOMMENDATIONS OR SUGGESTIONS

The Secretary of Health, Education, and Welfare should

--emphasize, to officials responsible for administering the Indian
sanitation facility construction program, the intended cooperative
nature of the program which requires them to seek equitable con-
tributions from Indian and non-Indian beneficiaries of the sanita-
tion facilities



--establish a joint policy with the Secretary of the Interior provid-
ing for cooperation between the Indian Health Service and the Bu-
reau of Indian Affairs in assisting Indian tribes 1n the program-
ming of funds awarded 1n settlement of Indian tripal claims, as
well as tribal funds from other sources, so that some of these
funds can be made available for constructing sanitation facilities.

--require the Indian Health Service to maintain, 1n 1ts Area CGffices,
adequate records of project contributions, i1n cash and 1n kind, and
other accounts receivable to improve management control and facili-
tate reliable reporting of program accomplishments.

AGENCY ACTION AND UNRESOLVED ISSUES

Both HEW and the Department of the Interior have agreed to cooperate 1in
programming tribal funds for constructing sanitation facilities. How-
ever, HEW did not comment on GAO's recommendation that the Secretary
emphasize, to officials responsible for administering tne sanitation
facility construction program, the intended cooperative nature of the
program. GAO believes that this matter requires further attention.
(See p. 33.)

To 1mprove management control over contributions, HEW nas established a
pilot system 1n one Area COffice, which centralizes the records of con-
tributions. The system 1s being evaluated for possible application to
the other Area Offices.

MATTERS FOR (CONSIDERATION BY THE CONGRESS

GAO 1s bringing 1ts findings to the attention of the Congress in view
of the interest expressed by Committees and Members of the Congress 1n
programs for the improvement of health and economic conditions of tne
Indians.



CHAPTER 1

INTRODUCTION

The General Accounting Office has made a review of
certain aspects of the program for construction and improve-
ment of sanitation facilities for Indian homes, communities,
and lands, authorized under Public Law 86-121 (42 U.S.C.
2001), This program 1s administered as part of the compre-
hensive health services provided to approximately 400,000
Indians and Alaskan natives by the Indian Health Service
(IHS), Health Services and Mental Health Administration,
Department of Health, Education, and Welfare.

Our review was concerned principally with examining
into the IHS policies, procedures, and practices followed
in negotiating and obtaining contributions from benefiting
Indians and non-Indians toward the cost of constructing
sanitation facilities, Our review also covered certain re-
lated aspects of program administration which, in our opin-
ion, required improvement; but we did not make an overall
evaluation of the administration of the program. The scope
of our review 1s described on page 44,

STATUS OF PROGRAM

From the beginning of the sanitation program in fiscal
year 1961 through fiscal year 1968, Federal funds totaling
about $46.7 million were expended for construction and im-
provement of a total of 763 sanitation facility projects.
Of the $46.7 million, about $40 million was expended for
443 regular construction projects and for 131 engineering
investigations and special emergency repalrs Or 1lmprove-
ments. The remaining $6.7 million was expended for the
construction of 169 sanitation facilities to complement new,
federally sponsored, Indian housing programs. Since 1965
IHS has been coordinating its sanitation facilities con-
struction efforts with various housing programs sponsored
by other Federal agencies--the Housing Assistance Adminis-
tration, the Bureau of Indian Affairs, and the Office of
Economic Opportunity--and by interested tribal groups.

Sanitation projects constructed during the 8-year pe-
riod range 1in scope from small groups of individual



facilities to relatively large community water and sewer
systems. IHS has reported that, when all projects funded
through fiscal year 1968 are completed, they will benefit
about 44,000 of the 69,000 potential beneficiary Indian
families. Of the 44,000 families that will be served, the
homes of 32,000 will have running water and an adequate
means of waste disposal and the homes of 12,000 will have
improved outside sanitation facilities although they still
will lack rumnning water and means of waste disposal inside
the home.

IHS proposed a plan for meeting the remaining known
needs of Indian families and estimated that the plan would
require funding of $80 million during the 5-year period--
fiscal years 1969 through 1973--at a rate of $16 million a
year., This level of funding represents an accelerated rate
over the average annual funding of about $5 million for the
7-year period--fiscal years 1961 through 1967--and over the
$10.5 million for fiscal year 1968, About $17 million was
allocated for funding sanitation facility projects in fis-
cal year 1969,

A map is presented on the following page showing the
geographic distribution of sanitation facility projects
funded in fiscal years 1961 through 1968 and i1dentifying
IHS Area Office jurisdictions,

PROGRAM OBJECTIVES

IHS provides a broad range of curative, rehabilitative,
and preventive health care services through activities de-
signed to elevate health among Indians to a level compa-
rable to that of the general population., These activities
are 1ntended to develop an understanding of modern medical
and health services among Indians, to encourage and assist
Indians 1n self-help activities, and to develop their ca-
pacity to assume responsibility for their own health care.

Prior to the enactment of Public Law 86-121, which au-
‘thorized a continuous program for construction of sanita-
tion facilities for Indians, the former Division of Indian
Health of the Public Health Service (PHS) had found that
the health status of Indians, as measured in particular by
infant mortality, average age at death, and gastroenteric
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infection, was approximately the same as that of the non-
Indian population a generation earlier. This condition was
attributed by PHS primarily to (1) gross environmental de-
ficiencies related to a lack of safe domestic water sup-
plies, sanitary waste disposal systems, and proper drainage
facilities and to substandard and overcrowded housing, and
(2) a lack of understanding of modern health practices and
the relationship between disease and environment.

To give impetus to the program of remedying the physi-
cal environmental conditions for Indians, the Congress
enacted Public Law 86-121, approved July 31, 1959 (see
app. 1II), which provided the Surgeon Generall with expanded
authority and new responsibilities for constructing essen-
tial sanitation facilities for Indians.

The authorizing legislation and the testimony pre-
sented prior to 1its enactment by the Congress indicate the
intended cooperative nature of the construction program.
The act authorizes the Surgeon General to make arrangements
and agreements regarding equitable contributions toward the
construction, improvement, and maintenance of the sanitation
facilities with appropriate public authorities, nonprofit
organizations or agencies, Indians to be served by such
sanitation facilities, and any other person so served. The
act also requires that the Surgeon General consult with,
and encourage the participation of, the Indians concerned
and the States and political subdivisions thereof i1n accom-
plishing the purposes of the act,

LEGISLATIVE HISTORY

The reports of the House and Senate legislative commit-
tees recommending enactment of the bill which became Public
Law 86-121 stated that the legislation would, among other
things, clarify the authority of PHS to undertake sanitation
projects under cooperative arrangements involving the ac-
ceptance of contributions and the eventual transfer of com-
pleted facilities and appurtenances to the Indians or to
local or State agencies. The reports stated also that

lReorganlzatlon plan no. 3 of 1966 transferred all functions
of the Surgeon General and all other officers of PHS to the
Secretary of HEW.



enactment of the bill would provide an improved legislative
basis for the correction of gross deficiencies in basic
sanitary facilities,

The matter of the degree of participation in the pro-
gram for constructing sanitation facilities by the Federal
Government, the Indians, and others was discussed in hear-
ings held on May 5 and 6, 1959, before a subcommittee of
the Committee on Interstate and Foreign Commerce, House of
Representatives, 86th Congress, first session. The dis-
cussions and testimony during these hearings indicated that
the program was to be a cooperative endeavor and that the
Federal Government was not to bear the full cost of con-
struction because contributions of labor, materials, equip-
ment, cash, or services would also be made by the Indian
and non-Indiran beneficiaries.

The testimony by PHS officials indicated that this
kind of cooperation would create a sense of involvement and
personal responsibility ow the part of the beneficiaries
which would not necessarily be true of a project executed
by the Federal Governmeng alone. PHS stated that the In-
dians, from experiences of participating in previous coop-
erative endeavors to improve their health, had gained a
sense of pride and accomplishment and that, for the program
to be effective, cooperation and understanding would be re-
quired.

A statement submitted by PHS for the subcommittee's
record pointed out that, for the most part, the Federal
role would be one of planning, furnishing some of the ma-
terials needed, supervising the work, and educating the In-
dians 1n the utilization and maintenance of the facilities.
Other testimony, although recognizing that the economy of
many tribes was such that the more expensive sanitation fa-
cilities would be constructed only when substantial Federal
financial assistance was furnished to supplement tribal
initiative and participation, emphasized that the tribes
would be required to contribute labor, materials, and cash
to the extent of their ability.

Concerning the involvement of non-Indian beneficiaries,
the testimony at the hearings stressed the fact that poor
sanitation facilities on Indian reservations have a direct



effect upon the health of the surrounding non-Indian com-
munities, The testimony emphasized that the legislation
would benefit the general welfare since efforts to improve
sanitation facilities on Indian reservations would also im-
prove sanitation conditions of adjacent non-Indian commu-
nities. The testimony indicated that contributions of cash,
labor, materials, or services would also be made by the
non-Indians on or near Indian reservations and communities,

PROGRAM GUIDELINES

To implement the provisions of Public Law 86-121, the
former Division of Indian Health issued policy directives
and guidelines in a manual entitled '"Method of Conduct, In-
dian Sanitation Facilities Construction Activity." The
manual specifically provides for the cooperative approach
in carrying out the objectives of the legislation. The
manual's introductory remarks state, in pertinent part,
that (1) the legislation affords an excellent opportunity
to meet Indian environmental sanitation problems on a broad
front with active participation by Indian, State, and local
groups and (2) the objective of the construction of sanita-
tion facilities is to elevate the health of the Indian peo-
ple by i1mproving their enviromment and by encouraging and
developing the desire and ability of the Indians to main-
tain sanitation facilities.

The Office of Environmental Health at IHS headquarters
provides policy guidance for the program. The operational
responsibility for the sanitation program has been assigned
to the Chief Sanitary Engineer at each Area Office, func-
tioning under the general authority of the Area Office Di-
rector. A Project Engineer 1s designated to supervise field
operations for individual construction projects in each
area,

The Area Offices are responsible for acquainting the
Indian tribal groups and State and local agencies with the
purpose of the program and encouraging their participation.
The Area Offices are authorized to negotiate and execute
agreements with Indians, adjacent political subdivisions,
and others, concerning the extent of contributions to be
made and arrangements for operation and maintenance of fa-
cilities.



The guidelines also provide for consultaticiis between
IHS Area Offices and the Bureau of Indian Affairs (BIA),
Department of the Interior, on proposed financial contribu-
tions by Indians for a specific project and provide for
encouraging such financial, labor, material, and service
contributions as are practicable.

Pertinent provisions of the IHS manual with respect to
overall program policies and the participation to be ob-
tained from Indian and non-Indian beneficiaries in the con-
struction and operation of sanitation facilities are sum-
marized in appendix IV.

Diagrams 1llustrating two plans for individual-type
sanitation facilities and explaining participation expected
from an individual Indian beneficiary are presented on the
two following pages.

10
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CHAPTER 2

PRACTICES FOR _OBTAINING CONTRIBUTIONS

FROM PROGRAM BENEF ICIARIES

This chapter presents our findings concerning the need
for improved practices by IHS for obtaining equitable cash
and labor contributions from Indian and non-Indian benefi-
ciaries toward the cost of constructing sanitation facili-
ties.

TRIBAL CASH CONTRIBUTIONS

Although cash contributions have been obtained from
some Indian tribes, our review showed that, for many sani-
tation construction projects, cash contributions either
were not negotiated or were negotiated in amounts minor in
relation to the tribes' apparent ability to contribute. We
believe that, in some of these cases, IHS did not make ade-
quate efforts to ascertain the financial resources of the
tribes and their ability to make contributions toward the
cost of constructing sanitation facilities,

We believe further that IHS Area Offices have not
properly applied the IHS guidelines for determining and
negotiating Indian tribal financial contributions and that,
as a result, adequate consideration has not been given to
the tribes' ability to contribute. The IHS guidelines set
forth a mathematical formula for computing and gauging sug-
gested tribal cash contributions based on available tribal
funds. The formula for computing available funds takes
into consideration primarily the anticipated tribal cash
income for the year in which construction of a sanitation
project is programmed and the accumulated reserve funds not
committed for other tribal programs.

Concerning application of the formula, the IHS guide-
lines provide that:

~~The suggested cash contribution by an Indian tribe

be gauged by an amount equivalent to 10 percent of
the available funds of the tribe, prorated on a per

13



capita basis in relation to the number of tribal’
members that will actually benefit from the project.

~-The amount of the suggested cash contribution may be
reduced to an amount that equals 50 percent of the
cost of a sanitation project, when a larger contri-
bution would work an unusual hardship on the tribe.

~-When it is determined that a tribe can make and is
willing to make a larger cash contribution than
would be obtained under the computation formula, it
should be encouraged to do so.

Also, the IHS guidelines emphasize that Area Offices
should seek financial contributions from all tribal groups
in addition to and not in lieu of the minimum labor partic-
ipation expected from the tribes, (See p. 23.)

We found a need for the Area Offices to include all
tribal income and resources in their considerations for en-
couraging tribal financial contributions. Such consider-
ation should include also the programming of funds from
judgments awarded by the Indian Claims Commission, which,
in the past, generally have not been considered as sources
of income available for contributions in negotiating project
agreements.

Following is a discussion of some of the sanitation
projects we reviewed in selected IHS Area headquartered at
Portland, Oregon; Phoenix, Arizona; Billings, Montana; and
Aberdeen, South Dakota.

Review of selected projects

Our review at the Portland Area Office showed that
project agreements generally did not provide for cash con-
tribution from the Indian tribes of more than 10 percent
of the estimated cost of a project or 10 percent of the IHS
contribution. The provisions in the IHS guidelines for ob-
taining contributions--10 percent or more of the tribe's
available funds--were generally not followed. The two fol-
lowing examples illustrate the practices of the Portland
Area Office.

14



Example l--During fiscal years 1962 through 1967,
sanitation facilities under six projects were constructed
for one Indian tribal group, with IHS funds totaling about
$425,000. The Indian tribes' cash contributions negotiated
for the six projects totaled $41,500, The tribal budget
data which we obtained from BIA showed that the average
annual income of the tribe was about $1.7 million-ranging
from $§1.6 to $2.1 million-during the 6-year construction
period.

Area Office officials with whom we discussed these
projects acknowledged that they generally followed a pat-
tern of obtaining Indian contributions approximating 10 per-
cent of the amount of IHS financing and that they con-
sidered these contributions reasonable. They acknowledged
also that IHS constructed the projects without obtaining
significant labor or other noncash contributions toward
the cost of constructing these sanitation facilities.

Example Z2--During fiscal years 1962 through 1967, san-
itation facilities under five projects were constructed for
another tribe with IHS funds totaling about $464,000. Cash
contributions were negotiated with the tribe for only two
of the projects in the total amount of $50,000. The tribal
budget data we obtained from BIA showed that the tribe had
an average annual income of about $1.9 million--ranging
from $1.5 to $2.5 million--during the 6-year period.

The contributions which the tribe had agreed to make
toward the construction of the two projects were limited
because 1ts constitution provided that no more than $25,000
could be spent on any one program during a fiscal year and
that this limitation could be exceeded only by a vote of
the tribal membership. Area Office files did not indicate
that the tribal council had been requested by IHS or BIA
to seek approval from the tribal membership for authorizing
larger cash contributions from the tribe's substantial in-
come toward the cost of constructing the sanitation facili-
ties in these five projects.

The tribe had initially agreed to make a cash contri-
bution of $25,000 and furnish the necessary warehouse space
for one of the projects. The Portland Area Office made
some attempt to collect the $25,000 cash contribution but

15



later agreed to reduce this amount to $19,000, 'allowing a
$6,000 credit for the value of the warehouse space which
the tribe had previously agreed to furnish at no cost.

Although Portland Area Office officials informed us
that they generally had consulted with BIA regarding tribal
financial information, we found that the Area Office files
contained no evidence that such information had been ob-
tained by IHS to determine the ability of the tribes to
contribute toward the cost of constructing sanitation fa-
cilities, although provided for by the IHS guidelines.
Subsequent to our discussions, the Area Office established
a committee with the assigned responsibility of conferring
with BIA concerning tribal financial resources and possible
contributions toward the cost of “constructing sanitation
facilities.

OQur review at the Phoenix Area Office showed that
project agreements negotiated with Indian tribes generally
did not require them to make financial contributions to-
ward the cost of constructing sanitation facilities. 1In
fact, a pamphlet 1ssued by the Phoenix Area Office explain-
ing the sanitation facilities program made no reference to
cash contributions expected from the tribes.

In February 1964, the Phoenix Area Office entered into
an agreement with a tribe to construct water supply and
waste disposal facilities for a village at a total cost to
IHS of about $200,000. The agreement did not provide that
the tribe make a cashcontribution toward the cost of con-
structing the facilities. Although BIA records showed that
the tribe had very minor unrestricted cash resources at
the time of entering into the agreement, the records also
showed that in September 1963 the tribal council passed an
ordinance permitting the sale of gas and o1l leases and
that by November 1964 the tribe's net income from this
source amounted to about $2 million.

A Phoenix Area project agreement executed in August

1966 with another Indian tribe provided for the construc-
tion of sanitation facilities consisting of a community

16



water system and waste disposal facilities estimated to
cost about $100,000. The agreement did not provide for any
tribal cash contributions toward the cost of constructing
the facilities. Our review showed that in October 1965 the
tribe had entered into an agreement with the State of Ari-
zona which provided for payments to the tribe for certain
rights-of-way and sand and gravel permits. The tribe re-
ceived $265,000 for rights-of-way in January 1966; received
initial payments under the sand and gravel permits in June
1966; and by June 1967, or 1l months after entering into
the project agreement, the tribe had cash funds of about
$730,000.

An IHS policy statement issued in October 1962 pro-
vides that changes in circumstances of an Indian tribe sub-
Sequent to entering into an agreement with the tribe for
constructing sanitation facilities might indicate a need
for a change regarding the tribe's contribution toward the
cost of the facilities. A Phoenix Area Office official in-
formed us, however, that the Area Office considered a memo-
randum of agreement with a tribe to be a binding commitment
and that no effort was made to obtain a cash contribution,
or an increased cash contribution, if the tribe's financial
condition improved subsequent to the date of the agreement.

o
Programming of funds
awarded in settlement of Indian claims

Judgments awarded by the Indian Claims Commission in
settlement of claims by Indians against the United States
provide Indian tribes with significant cash resources. BIA
statistics showed that, as of July 1969, awards totaling
$305 million had been granted to Indian tribes in settle-
ment of 150 claims and that an additional 301 claims were
still pending. Of the total awards, $92 million, or 30 per-
cent, was granted during the 30 months prior to July 1969.

BIA assists the Indian tribes in developing programs
for the use of judgment funds and approves the programs.
Our review indicated, however, that IHS generally did not
collaborate with BIA in its programming of such funds so
that consideration might be given to using some of the
funds as contributions toward the cost of sanitation facil-
ities.

17



Examples of cases where Indian tribes had sizable
amounts of judgment funds and made either no or only mini-
mal cash contributions toward the cost of constructing san-
itation facilities follow:

--In the Portland Area, an Indian tribe had received
a judgment award of about $3 million about 4 months
before submitting a sanitation project proposal to
IHS 1n 1963, Although the tribe had indicated in the
proposal 1ts willingness to contribute funds toward
the construction cost of the sanitation facilities,
no contribution was made. The Area Office records
showed no indication that IHS had followed up with
BIA the programming of a portion of the judgment
funds toward the construction of the sanitation fa-
cilities which IHS subsequently financed at a cost
of about $40,000.

~-In the Billings Area, an Indian tribe received a
judgment award of about $4.3 million in November
1963; however, the judgment funds awarded to the
tribe were not programmed for constructing sanita-
tion facilities although the tribe had recognized
the need for such facilities in an earlier year.
When IHS inquired from a BIA field representative
about a possible cash contribution from the tribe,
IHS was informed that all of the funds had been pro-
grammed for other purposes. Funds totaling $600,000
were subsequently provided by IHS in fiscal years
1964, 1966, and 1967, without obtaining cash contri-
butions from the tribe toward the cost of construc-
ting the sanitation facilities.

~-In the Aberdeen Area, an Indian tribe received judg-
ment awards of about $2.9 million in February 1960
and $1.7 million in April 1964. The tribe did not
program any of the judgment funds for contribution
toward the cost of sanitation facilities constructed
1n 1964 at a total cost of $470,000. Area Office
officials told us, however, that a contribution of
about $50,000 was requested from the tribe and that
subsequently the tribe contributed $30,000 toward
the cost of constructing the facilities,
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In contrast to the foregoing examples of no, or only
minor, cash contributions by Indian tribes toward the cost
of constructing sanitation facilities, we noted one in-
stance, early in the program, where a tribe contributed a
major portion of a judgment award toward the construction
of sanitation facilities. Under a tribal program for use
of award funds totaling $220,000 that had been approved by
BIA in March 1960, the tribe contributed $180,000 toward
the cost of about $412,000 for constructing sanitation fa-
cilities.

IHS headquarters officials, with whom we discussed
this matter in November 1968, acknowledged that the guide-
lines, to the extent they suggest contributions equivalent
to 10 percent of available tribal funds, had not been ap-
plied in a meaningful or logical way in the examples cited
by us. They acknowledged also that contribution agreements
with tribes should be preceded by effective coordination
between IHS and BIA in programming tribal funds.

BIA headquarters officials, with whom we discussed the
matter of programming tribal funds, expressed general
agreement with our view that steps should be taken to pro-
vide for participation by IHS in the programming of tribal
funds and agreed that projects for the construction of san-
itation facilities should be considered, along with other
programs for tribal financing. They also suggested that
IHS project agreements with the Indian tribes should pro-
vide flexibility so that tribal funds, which might become
available after an agreement was signed, could be consid-
ered for use in financing construction of sanitation proj-
ects,
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NON-INDIAN CONTRIBUTIONS

THS guidelines provide for obtaining contributions

from non-Indian sources including individual families, own-
ers of businesses, and other groups or organizations which
w1ll benefit from sanitation projects constructed for Indian
communities. The guidelines state that the minimum partic-
ipation 1s to include an equitable financial or other agreed
upon contribution to cover the cost of that portion of the
project that will be of benefit to the non-Indians.

We found that the Aberdeen, Billings, Phoenix, and
Portland Area Offices did not follow practices that were
consistent with the prescribed IHS guidelines. For several
sanitation projects we reviewed, adequate arrangements and
agreements had not been made for contributions by non-
Indians who benefited from the projects and the Area Offices
did not have adequate information on the contributions which
should have been sought from non-Indians.

Area Office officials told us that, generally, very
few non-Indians were located in the remote reservation com-
munities and were recipients of benefits from sanitation
projects. Our review, however, showed that, although the
number of non-Indians varied between communities, in some
communities there were numerous non-Indian homes, motels,
gas stations, laundromats, restaurants, other businesses,
and nonprofit organizations which were connected to and re-
ceived benefits from Indian sewer and water systems. We
found that, for some sanitation projects, the Area Offices
did not identify or determine the numbers of non-Indians
who would benefit from the projects. For other projects,
the Area Offices, although aware that non-Indians would
benefit from the facilities constructed, did not require
the non-Indians to make adequate contributions as provided
for in the guidelines.

We estimated that for nine of the projects covered by
our reviews in the Aberdeen and Billings Areas, IHS should
have requested about $200,000 in financial contributions
from non-Indians; but arrangements had not been made for
such contributions. Our estimate was computed by prorating
the cost of constructing the facilities to the estimated wa-
ter consumption and sewer usage by the non-Indian benefi-
ciaries.
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Officials of the Aberdeen Area Office informed us that,
in their opinion, non-Indians were not to be considered par-
ticipants in sanitation projects because generally they were
not provided with any extra facilities. The officials ex-
plained that non-Indian beneficiaries of a project were
requested to pay any extra costs involved in serving them
but were not requested to pay any portion of the cost of
constructing facilities which benefit an entire community.

Similarly, officials of the Billings Area Office told
us that, if to accommodate non-Indians, they had to in-
crease the size of a sanitation facility or construct water
or sewer lines which were not provided for in the original
plans, they would request a contribution from non-Indians.
In some instances, the Area Office had obtained hookup
charges of $100 to $200 from non-Indians, but had made no
pro rata assessments of construction costs on the basis of
benefits received by non-Indians.

We believe that these practices are not consistent with
IHS guidelines which require that non-Indian beneficiaries
eontribute toward the cost of constructing sanitation facil-
ities to the extent of the benefits that they received from
the facilities. Also, the guidelines provide for the pay-
ment of comnection (or hookup) charges in addition to con-
tributions toward construction costs.

* We noted a project in the Portland Area where non-
Indians, representing a relatively large proportion of ben-
eficiaries in the community served by the project, had not
contributed toward the cost of the sanitation facilities--
g water supply system and waste disposal facilities. The
construction of these facilities was completed 1in April
1866 at a total cost of about $120,000. Of this amount,
$110,000 was financed with IHS construction funds and
$10,000 was contributed by an Indian tribe. On the basis
of THS's project reports and available water consumption
records, we estimated that non-Indians in the community used
nearly one half of the total water consumed. We believe,
therefore, that the non-Indians should have been requested
to contribute #oward the cost of the water system, which
was about $90,000.
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Although Portland Area Office officials were aware
that a substantial amount of the water supplied by the sys-
tem would be used by non-Indians, we found no evidence that
action had been taken to obtain financial contributions for
constructing the system. An IHS project summary prepared
in 1964, proposing construction of the sanitation facilities,
had indicated that the number of non-Indian beneficiaries
in the village was significant because of tourist facilities
and commercial establishments in the locality. Available
Area Office records indicated that at least 11 commercial
establishments were located in the village and that during
the summer months over 1,000 persons used the motel and
other available tourist accommodations. The Project Engi-
neer's report to the Portland Area Office in 1965 indicated
that water shortages which occurred in the village were
caused, to a large degree, by the substantial quantities
of water used by the commercial establishments.

In commenting on our findings regarding contributions
from non-Indian sources, IHS headquarters officials acknowl-
edged that generally only small sums such as certain hookup
charges were obtained from non-Indians. They explained,
however, that decisions as to the amounts to be sought and
the extent of effort to be made to obtain payments from non-
Indian sources were matters generally delegated to the Area
Office Sanitary Engineers, who were considered to be famil-
i1ar with the economic conditions and practical possibilities
for recovering part of the construction costs from non-
Indian sources. They also told us that the Area Office
Sanitary Engineers initially made or approved the arrange-
ments which permitted the tribes to authorize non-Indians
to be served.
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INDIAN TABOR CONTRIBUTIONS

In our reviews at the Aberdeen, Billings, and Portland
Area Offices, we found that the labor contributions had not
been made by Indians as contemplated by the IHS guidelines.
By contrast, the Phoenix Area Office was able to obtain
substantial Indian labor contributions toward construction
of sanitation facilities. The IHS guidelines emphasize
that all tribes and tribal groups are expected to contrib-
ute the minimum labor associated with the installation of
household fixtures and appurtenances, onpremise pipelines,
and waste disposal facilities, Financial contributions are
to be sought from the tribes in addition to, and not in
lieu of, the labor contributions.

In the three areas, we found that on some projects
only minor unskilled labor was provided and that Indian
tribes had not been required to comply with their commit-
ments under the project agreements to contribute labor.

The labor necessary to accomplish the work was performed
elther under IHS contracts with the tribes or by work crews
employed directly by IHS,

Our analysis of nine projects in the Aberdeen and
Billings Areas showed that IHS had incurred costs of about
$180,000 for work of the type that should have been per-
formed by the tribes and individual Indians.

We observed on one project in the Portland Area, which
was under construction at the time of our field review,
that tribal members were not performing the labor as re-
quired under the terms of the project agreement. We dis-
cussed the matter with the Project Engineer who acknowledged
that the tribe was not providing any labor and that the
project labor was being performed by laborers hired by IHS.
The Project Engineer informed us during subsequent discus-
sions that he had obtained voluntary tribal labor for the
project.

IHS Area Office officials advised us that obtaining
the expected labor contributions of individual Indians had
been a long-standing problem, They expressed the opinion
that the majority of the Indians did not possess the
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necessary skills to perform the type of labor suggested by
the IHS guidelines and that it would require a great deal
of supervision by IHS to persuade and encourage the Indian
homeowners to accomplish the expected labor. They also
stated that to insist that the tribes comply with the
agreements covering expected labor contributions would de-
lay completion of the projects.

Our observations, concerning the position taken by
some Area Office officials that Indians did not have the
necessary skills to perform the required labor, revealed
that Indians from the same tribes performed the labor when
hired by IHS. For example, in the case of one project, the
Billings Area Office 1ssued a purchase order for $1,725 to
a tribal council, for furnishing labor to install certain
sanitation facilities, including all piping, cold-water
lines, vent pipes, drain pipes to septic tanks, tile field,
and necessary gravel. According to the project agreement,
the tribe had previously agreed to furnish all of the above
labor without charge to the Government.

We believe that the IHS policy, regarding the respon-
sibility for performance of onpremise labor by individual
Indians, was clearly stated in a 1961 memorandum from the
Chief, Environmental Sanitation Branch, in Washington, D.C.,
to the Billings Area Office Director as follows:

"It 1s the Tribe's responsibility to provide the
agreed-upon labor either through the voluntary
efforts of 1ts individual members or otherwise.
The individual should look to the Tribe, not the
Public Health Service, for the facilities to be
provided. The Public Health Service dealings
with i1ndividuals should be on a technical basis
only."

The importance of involving Indians in project con-
struction, even at the risk of delaying project completions,
was emphasized in the final construction report on one of
the projects completed in the Portland Area in 1961. The
report stated in part that:

"If the Public Health Service had provided all
the labor, installations could have been
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completed in one-fourth of the time. In fact,
the entire project could have been completed in
one-half the time. However, if the home owners
had not been required to participate physically
i1n the project, we would have defeated our sub-
purpose of developing the individual home owner's
interest, responsibility and initiative in the
facilities installation."

According to the Chief of the Sanitation Facility Con-
struction Branch of the Portland Area Office, the extent of
the use of Indian labor has changed since the program was
first initiated. He explained that, in the early projects,
the Area Office insisted on rather strict compliance with
commitments i1n the project agreements and the tribes as-
sumed the responsibility for most of the required labor.

He stated, that in later projects, however, the Area Office
generally did not encourage Indians to actively participate
1n the construction of the projects because of efforts to
complete projects in a timely manner. As a result, Indians
contributed only a minor amount of unskilled labor, such as
excavating in the vicinity of the dwellings, or made no con-
tributions.

In commenting on the problems of obtaining Indian la-
bor contributions, IHS headquarters officials agreed with
earlier comments by Area Office officials that 1t had be-
come increasingly difficult to obtain labor contributions
toward the construction of sanitation projects. They
stated that, to complete planned work on schedule, IHS had
decided to finish some projects essentially with Federal
funds. They agreed that in certain more recent projects,
Indian tribes had not contributed the labor to construct
the projects or the onpremise labor although provided for
in the project agreements.

IHS headquarters officials pointed out that, in some
geographical areas where water was readily accessible, al-
though not necessarily sanitary, 1t was more difficult to
motivate the tribes to actively participate in the con-
struction of project facilities than 1n areas where water
was not previously available. They also told us that some
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agreements were not realistic at the time negotiated, in
that the Area Office Sanitary Engineers should have been
aware of factors such as seasonal employment which would
prevent Indian labor from being furnished for some proj-

ects.

The photograph on the following page, which was fur-
nished to us by the IHS Window Rock Area Office, shows ef-
fective participation by Indians i1n a cooperative project
for developing a water supply.

A series of photographs on pages 28 through 31, which
were furnished to us by the IHS Portland Area Office, 11llus-
trates the installation of water and waste disposal facili-
ties at an Indian community 1in the State of Washington.
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DEVELOPMENT OF WATER SUPPLIES
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TYPICAL FACILITIES INSTALLED

Plan Il Water Supply

Plan 1 Water Supply

Above Plan Il Bathtub Facility

Domestic Water and Waste Disposal Facilities
Toppenish District, Yakima Indian Reservation, Washington
Public Law 86-121 - Project PO-65-851

November 1967
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Installation of Septic Tank and Drainfield

Domestic Water and Waste Disposal Facilities
Toppenish District, Yakima Indian Reservation, Washington
Public Law 86-121 - Project PO-65-851

November 1967
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CONCLUSIONS

On the basis of our review of selected sanitation fa-
cility construction projects in several Indian tribal areas,
we believe that THS Area Offices did not adequately empha-
size the cooperative nature of the program, which was con-
templated by the authorizing legislation and provided for
in the IHS policy guidelines. As a result, IHS did not ob-
tain from some Indian and non-Indian beneficiaries equit-
able financial and other contributions toward the cost of
constructing the facilities.

We believe that obtaining equitable contributions to-
ward the cost of constructing sanitation facilities from
those tribes which have the ability to contribute would help
IHS to provide needed sanitation facility improvements to a
larger number of Indian beneficiaries at an earlier date,

We believe also that stimulating Indian tribes to make the

labor contributions provided for in project agreements would
assist the tribes in acquiring the training necessary to en-
able them to accept the responsibility for future operation
and maintenance of the sanitation facilities and thus would
help achieve the basic objectives of the sanitation program.

If non-Indian beneficiaries of sanitation projects are
not charged with an equitable share of the cost of such proj-
ects, the Federal Government and, to a lesser degree, In-
dian tribes will have to bear the cost of sanitation facili-
ties that benefit non-Indian users,

RECOMMENDATIONS TO THE SECRETARY OF HEW

We recommend that the Secretary emphasize, to officials
responsible for administering the Indian sanitation facility
construction program, the intended cooperative nature of the
program which requires them to seek contributions from In-
dian and non-Indian beneficiaries of the sanitation facili-
ties to the extent deemed reasonable and equitable in the
light of the beneficiaries' financial resources and other
abilities to participate in the construction program.

We also recommend that the Secretary of HEW establish

a joint policy with the Secretary of the Interior, providing
for cooperation between IHS and BIA in assisting Indian

32



tribes in the programming of funds awarded in settlement
of Indian tribal claims, as well as tribal funds from other
sources, so that some of these funds can be made available
toward the cost of constructing sanitation facilities.

AGENCY COMMENTS

By letter dated April 29, 1969, the Assistant Secretary,
Comptroller, transmitted HEW's comments on a draft of our
report., (See app. I.)

In commenting on our recommendation for cooperation
between IHS and BIA in the programming of tribal funds, HEW
stated that it welcomed this suggestion and would pursue
such a policy. However, HEW did not comment on our recom-
mendation that the Secretary emphasize to officials respon-
sible for administering the Indian sanitation facility con-
struction program the intended cooperative nature of the
program, and, in our opinion, this matter requires further
attention.

The Department of the Interior, whose comments we Ob-
tained (see app. II) because of its specific responsibili-
ties for the welfare of Indians and their communities, ac-
knowledged the importance of sanitation facilities for In-
dian communities for reasons of health, housing, and eco-
nomic development in general. The Department stated that
the need for capital improvements in Indian areas is so
great that the Indian tribes should be encouraged to use
their funds for such improvements, in addition to making
maximum use of federally aided improvement programs. The
Department expressed 1ts willingness to cooperate with IHS
and the Indian tribes in planning for tribal participation
in the sanitation facilities program under whatever contri-
bution requirements are imposed under the program. The De-
partment also stated that it anticipated that this subject
would be discussed at one of the next BIA-THS coordinating
meetings.
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CHAPTER 3

FINANCTAL CONTROLS OVER CONTRIBUTIONS

We found that IHS had not required its Area Offices to
accumulate and report, in a systematic manner, accurate and
complete data pertaining to contributions of cash, labor,
materials, and equipment toward the construction of sanita-
tion facilities. We believe that IHS needs more adequate
records to control and collect contributions receivable,
improve overall program management, and facilitate reliable
reporting of program accomplishments.

RECORDS NEEDED FOR CONTROL OVER
CONTRIBUTIONS AND OTHER ACCOUNTS RECEIVABLE

At the Aberdeen, Billings, and Portland Area Offices,
we found that accounting controls were not established for
the collection of the agreed-upon contributions toward the
cost of constructing sanitation facilities and for collec-
tion of the amounts due from individual Indian or non-
Indian beneficiaries for the cost of extra household fix-
tures and facilities not generally provided as part of the
IHS-financed sanitation projects, which were to be paid for
by the beneficiaries.

Area Office officials acknowledged that records of
amounts due from individual beneficiaries were not main-
tained by the Area Offices when the Indian tribes were ex-
pected to collect and account for amounts due from these
individuals, We believe, however, that, to the extent that
amounts due are to reimburse IHS for expenditures, 1t is
necessary that the Area Offices establish and maintain ade-
quate control over the amounts due. Our review showed that
the Indian tribes were experiencing difficulties in main-
taining adequate records and controls over collections due
from beneficiaries,

We found that Area Office Sanitary Engineers who were
responsible for administering construction projects relied
on their personal knowledge of collections due from Indian
tribes and individual beneficiaries and that, in some
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instances, the Engineers did not know the amount due or the
procedures to follow in collecting the amounts.,

Our review of IHS records and discussions with Area
Office officials showed, for example, that one Indian tribe
in the Billings Area had agreed in December 1965 to contrib-
ute $3,500 toward the cost of a sanitation project. However,
by August 1967 payment had not been received by the Area
Office and its finance office was not aware that this amount
was due from the tribe., 1In addition, $850 was due from
non-Indian beneficiaries, but no account receivable had been
established i1n the Area Office's finance records. ¢

—

At the Portland Area Office, our review of the final
reports for eight selected sanitation projects indicated
that approximately $25,000 should have been collected from
individual beneficiaries. Our examination of the Area Of-
fice finance records showed that the responsible Indian
tribe had remitted only $12,000 to the Area Office. From
our review of the Portland Area Office records and our dis-
cussions with Area Office officials, it appeared that there
was virtually no control over such collections.

We concluded that the Sanitary Engineers to whom the
responsibilities for carrying out the program activities
had been delegated did not receive the administrative sup-
port needed to devise and maintain records and documenta-
tion because administrative personnel of the Area Offices
had not been given specific responsibility for these mat-
ters.,

RELTABLE DATA NEEDED FOR
REPORTING OF CONTRIBUTIONS

Information reported by IHS on contributions received
from Indians toward construction of sanitation facilities
has not been sufficiently reliable and accurate.

For several years, IHS stated in its annual construc-
tion appropriation justifications to the Congress that con-
tributions of cash, labor, and materials received from In-
dians amounted to one third of the overall sanitation con-
struction effort, Cumulative appropriations for fiscal
years 1961 through 1967 were about $36 million representing
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the Govermment's share of construction costs. If this sum
represented two thirds of the total construction effort,
the one third contribution by Indians claimed by IHS would
have been about $18 million. We found however, that the
value of Indian contributions was not adequately supported
and appeared to be overstated by about $5 million.

In response to our request for details supporting the
amount of contributions indicated in the appropriation jus-
tifications, IHS furnmished us with data which showed that,
for fiscal years 1961 through 1967, Indian tribal contribu-
tions totaled about $13 million, of which about $2 million
represented cash contributions and the remaining $11 mil-
lion represented IHS estimates of the value of labor and
materials contributed toward the construction of the proj-
ects.

Our analysis and review of the contributions data in-
dicated further that the reported amounts were not readily
supportable, 1In our opinion this situation resulted largely
because TIHS had not prescribed an orderly system for its
Area Offices to follow in reporting contributions to the
headquarters office, The IHS headquarters office estimated
project contributions received on the basis of limited in-
formation available in Area Office reports on completed
projects or on the basis of anticipated contributions,
Officials of the Area Offices included in our review ac-
knowledged that there was no procedure for systematically
reporting contributions applicable to sanitation projects
in their areas.

Although we determined that substantial amounts had
been received from some Indian tribes, the reported con-
tributions appeared to be overstated, The amounts reported
included tribal budgets and expenditures for repair and
maintenance activities and other improvements under tribal
programs not connected with the sanitation facility con-
struction program. We found also that the reported con-
tributions by Indians included cash amounts received from
non-Indian sources. Further, we found that the reported
contributions included, without separate identification,
amounts received from individual Indians in payment for
extra facilities or fixtures and for other improvements to
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the homes which were not required to be furnished by the
Government under the program.

The manner in which the Area Offices estimated the
value of labor contributions by Indians, in our opinion,
did not produce accurate information in final project re-
ports, The various methods used in computing the value of
labor contributions resulted in inconsistencies among proj-
ect reports prepared by Area Offices. The Area Offices
generally did not maintain records of labor contributed
by the Indians, and, in our opinion, they did not have a
reliable basis for arriving at the estimates reported.

As a result of our inquiries, Area Office officials
acknowledged inaccuracies in certain amounts shown as con-
tributions i1n individual project reports and the need for
improved financial data. In discussing the difficulties
experienced in estimating Indian labor contributions, a
staff engineer in the Portland Area Office stated in his
final report on a water and sewer project that the absence
of reports certifying labor contributions made the esti-
mates entirely dependent on the reviewer's training and
experience and that improved data was needed for the prep-
aration of these reports.

CONCLUSIONS

We believe that adequate accounting records should be
maintained by the Area Offices., These records should
clearly show, and should provide needed control over, the
contributions negotiated in project agreements with the
tribes and any other amounts due from Indian and non-Indian
beneficiaries. We believe also that Area Offices should
adequately document their efforts to obtain such contribu-
tions for the entire period of a project from the initial
negotiation of an agreement to the final completion of the
project.

We believe further that procedures should be pre-
scribed for more reliable reporting of contributions re-
ceived by IHS Area Offices to enable them to provide needed
program i1nformation in a consistent and accurate manner to
IHS headquarters, other HEW offices, and interested con-
gressional committees,
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RECOMMENDATION TO THE SECRETARY OF HEW

We recommend that, to improve management control and
facilitate reliable reporting of program accomplishments,
the Secretary require IHS to maintain, in 1ts Area Offices,
adequate records of project contributions, in cash and in
kind, and other accounts receivable from project benefi-
ciaries.

In its comments on a draft of our report, HEW advised
us (see app. I) that a pilot system had been established
in one IHS Area Office and was undergoing evaluation for
possible application to the other seven Area Offices. HEW
expressed the belief that this system would improve the
management controls as recommended by us.
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CHAPTER 4

INTERNAL MANAGEMENT REVIEWS

AND INTERNAL AUDITS

PROBLEM AREAS DISCILOSED BY
INTERNAL MANAGEMENT REVIEWS

During our review we noted that the IHS headquarters
office had conducted certain internal reviews of the manage-
ment of the sanitation facility construction program which
focused on particular problems experienced in the conduct of
the program and called for remedial action.

The agenda prepared by the headquarters office for an
Area Office Directors' conference held in May 1967 pointed
out that future planned increases in the sanitation con-
struction program made it imperative that field personnel
be given clear, complete, and practicable policy statements
and guidelines which are more conducive to accomplishment
of program objectives. IHS informed the Area Office Direc-
tors that experience over the past few years had indicated
that the '"team approach'" was not being utilized to the ex-
tent called for by the guidelines and that inadequate atten-
tion had been given to headquarters policies and guidelines
relating to project priorities and tribal contributions.

Concerning the need for a coordinated team approach,
the THS guidelines stress that, although the program is pri-
marily an engineering endeavor, the total resources of the
Area Offices and field staffs should be concerned with its
implementation, The guidelines state also that the activity
requires effective support by all field program personnel;
that procurement, contract services, and fiscal accounting
require the support of management staff at all levels; and
that stimulation of Indian interest requires the full sup-
port of the local Medical Officers in Charge and their
staffs,

A report on '"Maintenance Anomalies," issued by the IHS
Special Projects Branch, Qffice of Environmental Health, in
June 1967, pointed out the importance of motivating and en~
couraging Indians to participate in the physical construction
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of sanitation projects. The report was based on a study to
evaluate the adequacy of sanitation facility maintenance
and to determine the underlying causes of the maintenance
problems which were being encountered.

One of the problems discussed in the report was that
only in rare cases was enough money being collected from
the Indian tribes to build up funds for future repairs and
that every major repair of the facilities included in the
IHS study had been made by the Government. Although the
report emphasized sanitation facility maintenance problems,
1t brought out the need for basic improvements in adminis-
trative practices and management controls which should also
benefit construction activities.

Concerning the need for greater beneficiary participa-
tion the report stated, in part, that:

"Even though it was and is recognized by the Areas
that motivation 1s a key element of ultimate suc-
cess, pressures to show immediate results with em-
phasis on completed construction and transferred
projects coupled with small staffs has forced ef-
forts to be diverted away from activities that
would show results only on a long term basis.
Motivation and training activities were often com-
bined to save time and manpower instead of preced-
ing training with motivation. When these activi-
ties amounted to no more than a token effort it
was usually because it was necessary to immedi-
ately begin construction on another project."

Concerning the need for assistance to and supervision
of field activities by Area Offices, the report stated, in
part, as follows:

"This study discloses a need for stronger internal
control to assure compliance with policy and di-
rectives. It points to a need for evaluation ac-
tivities to keep running accounts of how closely
the goals are being approached and to determine
the effectiveness of the methods used. It also
reveals that the field staff need more assistance
and supervision than they are presently receiving.
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Last but most important, this study discloses that
there is a need for a shift of emphasis from only
constructing a sanitation facility to building a
total project, including a properly motivated, well
trained, community."

As shown by its internal reviews, IHS had recognized
the need for improvements in the management of the sanita-
tion program.

We were informed by IHS headquarters officials that
IHS's own investigations into problem areas, together with
the results of our review, had been of significant assis-
tance in reevaluating the practices followed in the sanita-
tion construction program, They told us that the following
actions had been taken to improve the management of the pro-
gram: Improved supervisionof field activities had been
provided through field trips by headquarters personnel and
meetings of responsible field personnel at IHS headquarters
and efforts had been made for more comprehensive training
of field staffs; the IHS Special Projects Branch, which 1is
responsible for devising improved program practices, was
moved from Arizona to IHS headquarters in Washington, D.C.,
to strengthen headquarters' direction of these efforts; also,
a training center facility was established in Arizona to
serve all IHS Area Offices.

Although these various actions should improve the con-
ditions disclosed by IHS management reviews, we believe
that a specific follow-up review of the problemareas dis-
closed should be included in the audits scheduled by the
HEW Audit Agency (see below) to provide HEW management with
an independent appraisal of the corrective actions being
taken or proposed by IHS,

NEED FOR PERIODIC INTERNAL AUDITS
OF INDIAN HEALTH PROGRAMS

Prior to fiscal year 1969, the HEW Audit Agency and
its predecessor organizations had not made or scheduled pe-
riodic audits of the Indian sanitation facilities and other
IHS programs.
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The sanitation facility construction program 1s only a
part of total Indian health activities which altogether in-
volve the services of about 6,000 persons most of whom are
assigned to a field organization encompassing eight Area
Offices. These offices conduct medical and other health
services at about 100 principal locations, including about
50 hospitals and 46 major health centers and several hundred

smaller field health locations throughout the western States
and Alaska. There has been a steady increase in the funds

appropriated for Indian health activities, and these funds
totaled about $100 million for fiscal year 1968.

Periodic internal audits of Indian health activities
are needed, in our opinion, particularly in view of the
widely dispersed activities of IHS, for the purpose of eval-
uating the program and financial operations of field offices
and the overall effectiveness of management controls exer-
cised by IHS headquarters.

In May 1969, GAO issued a report to the Congress en-
titled, "Observations on Development and Status of the Audit
Function at the Department of Health, Education, and Wel-
fare" (B-160759) which presented our overall views on HEW's
internal audit activities, Our report brought out, among
other things, that relatively little internal audit effort
had been directed toward evaluation of the management con-
trols exercised by the operating groups over the various
HEW programs.

We suggested, therefore, that the Secretary of HEW
bring about a more concerted internal audit effort toward
1n-depth reviews of management controls and program opera-
tions so that adequate coverage would be given to all of
HEW's major programs, consistent with their relative impor-
tance. The Assistant Secretary, Comptroller, had informed
us earlier that HEW was in full accord with our view that
increased emphasis needed to be given to overall reviews of
program operations, and he had cited efforts to enhance the
HEW Audit Agency's capability to make broader based reviews,

Responsible HEW Audit Agency officials with whom we
discussed the need for internal audit coverage of Indian
health activities confirmed that these activities had not
been examined by the former PHS internal audit group prior

42



to its consolidation into the HEW Audit Agency in March
1968, They informed us at a later date however, that the
Audit Agency had started a survey with the objective of
programming reviews of the activities administered by IHS
Area Offices.

In a draft of this report transmitted to HEW for com-
ments, we proposed that the HEW Audit Agency include an ex-
amination of Indian Health activities in its regular work
plans so that adequate coverage would be obtained as part
of the periodic audits of HEW constituent agencies' programs,

HEW, in its comments forwarded to us in April 1969, in-
formed us that a planning survey was made by the HEW Audit
Agency in the fall of 1968 at one IHS Area Office and, as a
follow-on to this survey, a pilot audit was under way at
that location. HEW expressed the belief that this pilot
audit would provide the Audit Agency experience and overall
program knowledge needed for attaining comprehensive cover-
age of IHS activities and programs.

From our follow-~up inquiries in October 1969, we
learned that the HEW Audit Agency had undertaken audits at
a total of five IHS Area Offices--Aberdeen, Albuquerque,
Billings, Oklahoma City, and Phoenix. The reviews were not
completed in time, however, to permit an evaluation by us
for inclusion in this report. In connection with these or
future audits scheduled at IHS Area Offices, we believe that
the Audit Agency should follow up the problems discussed in
this report in order to provide HEW management with an in-
dependent appraisal of the corrective action being taken.
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CHAPTER 5

SCOPE QF REVIEW

We reviewed the history of the legislation authorizing
the sanitation facility construction program and IHS imple-
menting policy directives and operating procedures. We
also reviewed IHS records pertaining to, and made inspec-
tions of, selected sanitation construction projects which
were funded during fiscal years 1961 through 1968 and we
interviewed IHS Area Office and project officials who had
responsibility for administration of the program in the
field. 1In addition, we reviewed available records pertain-
ing to Indian tribal financial resources and had discus-
sions with Indian tribal officials and field officials of
BIA.

Our review was conducted at the Washington, D.C.,
headquarters of IHS and at IHS Area Offices located in Ab-
erdeen, South Dakota; Billings, Montana; Phoenix, Arizona;
and Portland, Oregon. We also performed a more limited re-
view at IHS Area Offices located in Albuquerque, New Mexico,
and Window Rock, Arizona. In addition, we consulted with
headquarters officials of BIA concerning 1ts responsibili-
ties for the welfare of Indians and their communities,
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE
WASHINGTON, D C 20201

OFFICE OF THE SECRETARY

APR 29 1969

Dear Mzr. Rabel:

The Secretary has asked that I reply to your letter of
February 27, 1969, which transmitted copies of your draft
report entitled, "Need for Increased Participation by
Beneficiaries in the Construction of Sanmitation Facilities for
Indians.' The enclosed statement sets forth the Department’s
comments on the draft report.

We appreciate the opportunity to review and comment on the
draft report. Although we do not agree with all of the
interpretations made by your office, we believe that the review
has been of significant value to the Health Services and Mental
Health Administration, particularly the Indian Health Service,
in reevaluating i1ts administrative and management practices.

Sincerely yours,

s 4
Wwe ) '
y

ames F. Ke (/
Assistant SecretS{ry,
Comptroller ‘\}

T

Mr. Frederick K. Rabel \
Assistant Director

Civil Division

U.S. General Accounting Office
Washington, D. C. 20548

Enclosure
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COMMENTS ON GAO DRAFT REPORT ENTITLED
"NEED FOR INCREASED PARTICIPATION BY
BENEFICIARIES IN THE CONSTRUCTION OF

SANITATICN FACILITIES FOR INDIANS"

Recommendation No., 1

[See GAO notel

GAO note: Deleted comments pertain to matters presented
in the draft report but revised in the final

report.
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{See GAO note. ]
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Recommendation No. 2 - Establishment of a joint policy with the
Depaitment of Interior that would provide for cooperation between
IHS and the Bureau of Indian Affairs in the programming of
judgement funds awarded to Indian Tribes as well as other
significant sources of income so they can be made available
toward the cost of constructing sanitation projects.

COMMENT - We welcome this suggestion and will pursue such a
policy with the Bureau of Indian Affairs. At the present time,
efforts are made to keep abreast of the progress of Indian claims
and judgements for the benefit of the Indian Health Service Area
staff. A more formal arrangement between our two agencies will
facilitate early awareness of pending judgements which would
permat the IHS Area staff to participate with the Tribal and
Bureau of Indian Affairs officials in programmang the settlement
funds into sanitation facilities construction projects along with the
other many worthwhile programs on the reservations.

Recommendation No. 3 - Establishment of an orderly system of
maintaining adequate records to project contributions which will
facilitate needed management controls i1n the IHS Area offices and
reliable reporting to IHS Headquarters.

COMMENT - Such a system has been established in one Indian Health
Service Area on a pilot basis. The system 15 now in use and
currently undergoing evaluation for possible application to the
other seven areas. The system which has been developed
centralizes the maintenance of records of contributions receivable
and contributions received from the project office to the Area
Office. We feel this system will improve the management controls
as recommended in the report,

Recommendation No. 4 - Inclusion of Indian health activities in the
regular work plans of the HEW Audit Agency so that adequate
coverage be obtained as part of the periodic audits of HEW
constituent agency proegrams.

COMMENT - We agree that there 1s a need to establish a comprehensive
audit program covering IHS activities. In the fall of 1968 a
planning survey was made at the Albuquerque Indian Health Area
Office. As a follow-on to this survey, a pilot audit 1s currently
under way at that location. Wath the audit experience and overall
program knowledge acquired on the current audit a more vigorous
audit effort and a more comprehensive coverage of the IHS activities
and programs should be attainable.
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UNITED STATES
DEPARTMENT OF THE INTERIOR
OFFICE OF THE SECRETARY
WASHINGTON DC 20240 JUL 18 1969

Mr. Allen R. Voss

Associate Director, Civil Division
General Accounting Office
Washington, D. C. 20548

Dear Mr Voss:

The Department has reviewed the GAO draft report "Need for Increased
Participation by Beneficiaries in the Construction of Sanitation
Facilities for Indians," Health Services and Mental Health Admini-
stration, Department of Health, Education, and Welfare.

We consider the Indian Sanitation Facilities Construction program to
be a very important program for Indians and their communities. The
provision of water and sewerage facilities 1s necessary for health
reasons, and 1s a prerequisite for the attraction of industry,
economic development generally, and the provision of housing.

Although we recognize the recommendations are addressed to the

Secretary of HEW, we are commenting generally on your proposals
because of their effect on the Indian citizens for whom we have
responsibilities.

The text of the draft report indicates the GAO'!s view that the IHS

has not obtained adequate cash and labor contributions from tribes

in the construction of sanitation facilities, despite the avail-
ability of tribal income, anticipated tribal income, and judgment
funds. While we express no opinion on the specific examples dis-
cussed 1n the draft report, we suggest thal consideration chould

not only be given to a tribe's abality to contrabute based on the
gross amount of 1ts financial resources but that consideration chould
also be gaiven to the uses for which the tribe budgels 1ts funds A
tribe should not be reguired to forego or seriously curtail activities
related to economic development or the provision of necessary scrvices
and assislance to tribsl communities or members in order to slightly
reduce the cost 1o the Federal Government of & sanitation facilaties
construction project. The need for capital improvements in Indian
areas 1s generally so great that we believe the tribes should be
encouraged to use their funds for such improvements Lo the extent

thal no other source of funds is available and that ihe tribes should
make maximum use of federally alded capital improvement programs.
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In line with the second recommendation, we shall be most pleased

to cooperate with the IHS and the trabes in planning for the tribe'ls
participation in the sanitation facilities program under whatever
contribution requirements are imposed under the program. We
anticipate that this subgect will be discussed at one of the next
BIA-THS coordanating meetings in Washington.

We appreciate the opportunity to comment on this draft report.

Sincerely yours,

el ),

Dirgctor of Survey apg Review
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Public Law 86-121
86th Congress, Approved
July 31, 1959

AN ACT
73 Stat. 267,

To amend the Act of August 5, 1954 (68 Stat 674), and for other purposes.

Be 1t enacted by the Senate and House of Representotives of the
Unasted States of America wn Oongress assembled, That the Act of Indians, seni=
August 5, 1954 (68 Stat 674), 15 amended by adding at the end thereof tation fasili-
the following new section ties.

“Sec 7 (a) In carrymng out his functions under this Act with ;gogsc 2001~
lespect to the provision of samtation facilities and services, the Sur- g .0on Generad.
geon General 1s authorized— Powers,

“(1) to construct, improve, extend, or otherwise provide and
maintain, by contract or otherwise, essential sanitation facilities,
mceluding domestic and community water supplies and facilities,
dramage facihities, and sewage- and waste-disposal facilities, to-
gether with necessary appurtenances and fixtures, for Indian
homes, communities, and lands,

“(2) to acqure lands, or rights or mnterests therein, including Acquisition
sttes, rights-of-way, and easements, and to acqurre rights to the use of lands.
of water, by purchase, lease, gift, exchange, or otherwise, when
necessary for the purposes of this section, except that no lands
or rights or interests therein may be acquired from an Indian
tribe, band, group, commumty, or individual other than by gift
or for nominal consideration, if the facihity for which such lands
or rights or interests theretn are acquired 1s for the exclusive bene-
fit of such tribe, band, group, community, or individual, re-
spectively,

“(3) to make such arrangements and agreements with appro- Construction
priate public authorities and nonprofit organizations or agencies 8nd maintenance.
and with the Indians to be served by such samitation facihities

and any other person so served) regarding contributions toward
the construction, improvement, extension and provision thereof,
and responsibilities for maintenance thereof, as in his judgment
are equitable and will best assure the future mamtenance of facihi-
ties m an effective and operating condition, and

%(4) to transfer any facilities provided under this section, to- Transfer of
gether with appurtenant interests in land, with or without a facilities.
money conslderation, and under such terms and conditions as mn
his judgment are appropriate, having regard to the contributions
made and the maintenance responsibihties undertaken, and the
special health needs of the Indians concerned, to any State or
Territory or subdivision or pubhic authority therecf, or to any
Indian tribe, group, band, or community or, 1n the case of domestic
appurtenances and fixtures, to any one or more of the occupants
of the Indian home served thereby

“(b) The Secretary of the Interior 1s authorized to transfer to the Transfer of
Surgeon General fo1 use m carrying out the purposes of this section Us S. land,
such interest and rights in federally owned lands under the jurisdie-
tion of the Department of the Interior, and in Indian-owned lands
that either are held by the United States in trust for Indians or are
subject to a restriction against alienation imposed by the United
States, mcluding appurtenances and improvements thereto, as may
be requested by the Surgeon General Any land or interest therem,
including appurtenances and improvements to such land, so trans-
ferred shall be subject to disposition by the Surgeon General mn
accordance with paragraph (4) of subsection (a) Provided, That,

I any case where a beneficial mterest 1 such land 1s m any Indian,
or Indian tribe, band, or group, the consent of such beneficial owner

BEST. DOCUMENT AVAILABLE



APPENDIX III
Page 2

Pub, Law 86-121 -2- July 31, 1959
73 Stat 268,

42 USC 2001
note.

to any such transfer or disponition shall first be obtamed Provided
further, That where deemed appropriate by the Secretary of the
Interior provisions shall be made for a reversion of title to such land
zlf it c;zdases to be used for the purpose for which 1t 1s transferred or

18

‘}2‘::) The Surgeon General shall consult with, and encourage the
participation of, the Indians concerned, States and pohitical subdi-
visions thereof, m carrying out the provisions of this section”

Seoc 2 Section 6 of such Act 1s amended by striking out the word
%This” and 1nserting m lieu thereof the words “Sections 1 to 5, mnclu-
stve, of this”,

Approved July 31, 1959,
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SUMMARY OF
IHS GUIDELINES
FOR CARRYING OUT INDIAN
SANITATION FACILITIES CONSTRUCTION PROGRAM

Program guidelines were issued by IHS, in its manual
entitled "Method of Conduct, Indian Sanitation Facilities
Construction Activity," to implement the provisions of Pub-
lic Law 86-121. Summarized below are the manual provisions
pertaining to the overall program policies, the participa-
tion to be obtained from Indians and other beneficiaries,
and the operation and maintenance of facilities.

Overall policies--The IHS guidelines contain basic
policy directives instructing responsible officials to:

--Encourage and emphasize the participation of Indian
beneficiaries and adjacent non-Indian communities in
project development and construction.

~-Promote the assumption of responsibility for the op-
eration and maintenance of completed facilities by
the Indians and adjacent political subdivisions or
public authorities.

~-Limit consideration of Indian sanitation facilities
projects to requests from Indian and Alaska native
beneficiaries.

--Decentralize operations to the Area and Subarea Of-
fices to the maximum extent feasible.

Participation by Indians--The IHS guidelines state
that specific projects under consideration should be part
of a long-range plan for improvement of sanitary condi-
tions. The plan should be adopted by the Indian benefi-
ciary group. The guidelines provide that the IHS Area Of-
fices encourage Indian tribes to:
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--Establish or designate the responsible tribal body
which will function with the PHS in making project
arrangements and agreements.

--Administer, through the above tribal body, Indian
project responsibilities, including individual In-
dian participation in the project.

--Install and construct, as required, household fix-
tures and appurtenances, and "on premise'' pipe lines
and waste disposal facilities.

--Furnish, as required, unskilled labor and such semi-
skilled and skilled labor as may be available for
the project.

--Furnish a supervisor for direction for laborers pro-
vided by the Indian group and with whom the project
engineer can work out schedules and details of work
to be accomplished.

--Contribute financial support, materials, equipment,
and/or services to the projects as negotiated. This
will be based upon resources available and project
needs.

--Initiate and complete agreed-upon contributions
prior to or concurrently with the PHS scheduled op-
erations,

Participation by other beneficiaries--With respect to
other beneficiaries which will include, but not be limited
to, individual non-Indians or organizations in the area to
be served, the IHS guidelines state that arrangements and
agreements can be made for contributions toward construc-
tion, improvement, and extension of sanitation facilities
and regarding responsibilities for their maintenance. The
guidelines state further that, when such a person or group
will benefit from a proposed project, the minimum partici-
pation in the project required of them shall consist of:

--Furnishing and installing their own domestic appur-
tenances and fixtures.
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--Making an equitable financial or other agreed-upon
contribution to cover the cost of that portion of
the project from which they will benefit.

--Paying connection charges and other fees established
for operation and maintenance of the facilities,
commensurate with the use made of the facilities.

--Agreeing to abide by regulations enacted to ensure
satisfactory operation of the project's equipment
and facilities.

Operation and maintenance of facilities--The guide-
lines provide that, upon completion of the construction,
the tribe should accept the facilities or concur in trans-
fer of the facilities to an operating organization, in ac-
cordance with terms of agreements made prior to construc-
tion of the facilities. The tribe is then responsible for:

--Operating and maintaining the completed facilities
either directly or through such arrangements as may
be made with other public authorities or nonprofit
organizations or agencles with the consent of the
Indian beneficiaries.

--Enacting such regulations as are needed to ensure

satisfactory use and operation of equipment and fa-
cilities provided under the project.
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PRINCIPAL OFFICIALS OF
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

RESPONSIBLE FOR ACTIVITIES COVERED BY THIS REPORT

Tenure of office

From To
SECRETARY OF HEALTH, EDUCATION,
AND WELFARE:
Robert H. Finch Jan. 1969 Present
Wilbur J. Cohen Mar. 1968 Jan. 1969
John W. Gardner Aug. 1965 Mar. 1968
Anthony J. Celebrezze July 1962 Aug. 1965
ASSISTANT SECRETARY (HEALTH AND
SCIENTIFIC AFFAIRS):
Roger 0. Egeberg July 1969 Present
Philip R. Lee Nov. 1965 Feb. 1969
SURGEON GENERAL OF PUBLIC
HEALTH SERVICE:
Jesse L. Steinfeld Dec. 1969 Present
William H. Stewart Oct. 1965 July 1969
Luther L. Terry Mar. 1961 Oct. 1965
ADMINISTRATOR, HEALTH SERVICES
AND MENTAL HEALTH ADMINIS-
TRATION:
Joseph T. English Jan. 1969 Present
Irving Lewis (acting) Sept. 1968 Jan. 1969
Robert Q. Marston Apr. 1968 Sept. 1968
DIRECTOR, INDIAN HEALTH SERVICE:
Emery A. Johnson Dec. 1969 Present
Erwin S. Rabeau Feb. 1966 July 1969
Carruth J. Wagner Aug. 1962 Dec. 1965

NOTE: Pursuant to reorganization of health functions of the
Department in 1968, the Assistant Secretary was given
direct authority over the Public Health Service and
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PRINCIPAL OFFICIALS OF
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

RESPONSIBLE FOR ACTIVITIES COVERED BY THIS REPORT
(continued)

the Surgeon General was made the principal deputy to
the Assistant Secretary.

The Health Services and Mental Health Administration
was established to assume responsibility for admin-
1stering health service activities of the Public
Health Service, including the Division of Indian
Health which was redesignated the Indian Health Ser-

vice.,

U S. GAO, Wash., D.C 59





