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0101 OVERVIEW

010101 This chapter establishes financial policies and procedures for the
Department of Veterans Affairs’ (VA) accounting functions. Accounting is the
function of classifying, recording, controlling, reporting, and analyzing financial
data to: (1) show the cost of carrying out responsibilities; (2) provide a basis for
financial planning; (3) provide data for evaluating performance; (4) show the
status of financial condition and results of operations through the preparation of
financial statements and other required reporting (5) safeguard public funds and
other resources; and (6) ensure compliance with applicable laws.

010102 The objectives of the VA’s financial policies and procedures revolve
around its accounting systems. These systems have been developed and
recognized as a primary source of financial data from which managerial
decisions can be made. Further, these systems involve methods and processes
that have been established to ensure effective internal controls and economical
operations. Within this setting, VA’s obligations, disbursements/expenses, and
collections/revenues will be accurately recorded and reported. VA’s accounting
systems shall provide the following:

A. Budget Integrity. VA must fulfill its public accountability function for funds
control, in accordance with the appropriations laws that establish VA’s
budgets, as well as related laws and regulations. This function should
produce information that allows users to determine:

1. Reliable accounting and related financial reporting data is being used in
preparing and supporting the VA’s budget, for controlling the execution and
administration of the budget, and reporting to the Office of Management and
Budget (OMB) and others as required, and

2. VA’s planning, programming, budgeting, and statistical reporting functions,
including the use of consistent classification of data, are being coordinated
with its financial reporting process.

B. Operating Performance. VA must contribute to the proper evaluation of VA’s
operations by providing full cost information on: (1) programs and projects, (2)
program efforts and accomplishments, (3) the manner in which these efforts and
accomplishments have been financed, and (4) the management of VA’s assets
and liabilities. This process should produce information that allows users to
determine that:

1. Full disclosure of the financial results of operations has been achieved
through an orderly system for controlling and recording financial transactions
on the accrual basis;
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2. Effective controls exist over all funds, property and other assets, obligations,
liabilities, expenditures, costs and revenues, for which the VA is responsible;

3. Timely, accurate, and complete financial reports and related information have
been produced to meet the needs and objectives of management to comply
with external requirements; and

4. Cost data for use in measuring the results of operations and the performance
of assigned functions and compliance with statutory requirements has been
developed.

C. Stewardship. VA must convey the necessary information to allow for the
assessment of the impact of VA's operations and investments for the period and
how, as a result, the VA’s financial condition has changed and may continue to
change in the future. The VA’s accounting and financial reporting must address
the status of its assets, including property, plant, and equipment.

D. Systems and Control. VA must assist report users in understanding whether
VA'’s financial management systems, accounting processes, and administrative
controls are adequate to ensure that:

1. Transactions are executed properly and are recorded in accordance with the
Federal GAAP Hierarchy;

2. Assets are properly safeguarded to deter fraud, waste, and abuse; and
3. Performance measurement information is adequately supported.

010103 The following principles govern the collection and reporting of the VA’s
accounting and financial management information:

A. Usefulness. VA’s accounting and financial management data will be gathered
and processed to meet internal management needs, as well as all external
reporting requirements and the special needs of certain users.

B. Timeliness. VA’s accounting and financial management data will be recorded
after the occurrence of the event, and will be made available to managers.
Internal and external reporting requirements will be fulfilled according to
scheduled target dates for submission. Internal dates are established by the
CFO and external dates, by regulatory offices, such as OMB and the Treasury.

C. Reliability and Completeness. Accounting and financial management
information shall be complete, accurate, verifiable, and obtainable from official
VA records and systems.

D. Comparability and Consistency. Accounting and financial management data
shall be reported throughout VA, using uniform definitions. Accounting and
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financial reporting shall provide management the ability to compare actual
expenditures and costs with the budgeted amounts, and to ensure consistency
over time.

0102 POLICIES

010201 VA will implement enterprise-wide policies relating to its overall mission
and requirements for effective financial management and control. The
implementation of these policies is the responsibility of VA officials at all levels of
the Department. Such policies are based, in part, on the following
considerations:

A. That VA is entrusted with public funds and charged, by law, with the
responsibility for both controlling and accounting for these funds.

B. That the use of public funds must be accomplished so that missions are
executed and activities are conducted in the most efficient and economical
manner.

C. That the use of public funds is a discretionary function that requires the
exercise of sound judgment, based on reliable information.

010202 VA will incur an obligation of funds and related expenditure, only upon
receipt of a Congressional appropriation or having fund balances available to
expend. This policy is embedded within the context of the Antideficiency Act, 31
USC 1341, which mandates that this type of financial policy be achieved.

010203 VA will implement a basic accounting period that is one calendar month.

010204 VA will identify obligations in its accounting records and liquidate these
obligations against the applicable Congressional appropriation.

010205 VA will employ the double-entry method of recording transactions within
its accounting system and will maintain its accounting records on the accrual
basis. The accounts encompass the full range of assets, liabilities, income, and
expense accounts, both proprietary and budgetary in nature.

010206 VA will implement an accounting system with outputs decentralized to
the individual field installations in order to maintain accounts at the lowest level of
management, where data is useful in day-to-day operations.

010207 VA will define its accounts in accordance with the USSGL to enable
management to produce financial reports and other information on a full
disclosure basis. Such information will be disseminated, as the need arises, to
(1) local management, (2) Department and staff management, (3) Office of


http://www.gao.gov/ada/antideficiency.htm
http://www.gao.gov/ada/antideficiency.htm
http://www.gao.gov/ada/antideficiency.htm
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Management and Budget, (4) the Treasury Department, (5) the Congress, and
(6) the public.

010208 VA will maintain strong internal controls for safeguarding assets,
ensuring that bills are promptly processed for goods and services sold, promoting
the accuracy and reliability of financial data, and encouraging adherence to
approved policies.

010209 VA will implement a system of checks and balances, including
separation of duties, which will be sufficient to disclose conditions and
transactions not in conformance with legal, administrative, and accounting
requirements, and to ensure that funds are disbursed only for the purposes for
which they are legally available and administratively authorized.

010210 VA will record accounting transactions, fully supported by adequate
documentation, so they can be traced from their original document source to the
financial records and statements.

010211 VA will record payments at the level of the VA-wide coding structure to
facilitate administrative control of funds, and to assist in budget formulation and
execution.

010212 VA will record costs and income, on an accrual basis, in the period in
which the related transactions are incurred. In applying this policy, proper
accrual entries will be made at the end of each quarter and at fiscal year-end,
and to record monthly costs and income on this same basis.

010213 VA will record property, plant, and equipment acquisitions that meet the
VA'’s capitalization criteria with financial records maintained in accordance with
Volume, Chapter 9, General Property, Plant and Equipment. VA will follow the
Purchase Method of accounting for operating supplies, medical supplies, and
pharmaceutical supplies in the hands of end users. The Purchase Method
provides that these items be expensed when purchased. VA defines end users
as a VA medical center, regional office or cemetery. More details are discussed
in Volume V, Chapter 8, Inventories®.

010214 VA will conduct management quality assurance reviews to provide
greater assurance that its financial accounting and reporting systems conform to
the principles and standards prescribed. Such evaluations shall examine the
extent to which the concepts and application of VA’s financial accounting and
reporting systems are adequate to effect proper financial controls.

1 Volume V, Chapter 8, Inventories, will be published at a later date.
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0103 AUTHORITY AND REFERENCES

010301 31 U.S.C. 1341 Appropriations: Limitations, Exceptions, and Penalties
010302 31 U.S.C. 3513 Accounting and Collection

010303 31 U.S.C. 501 Chief Financial Officers (CFO) Act of 1990

010304 Federal Financial Management Improvement Act (FFMIA) of 1996

010305 The Meaning of Present Fairly in Conformity With Generally Accepted
Accounting Principles: Application to Federal Governmental Entities

010306 OMB Circular A-11, Preparation, Submission and Execution of the
Budget

010307 Office of Management and Budget (OMB) Circular A-123 Management’s
Responsibility for Internal Control, Appendix A, Internal Control over Financial
Reporting

010308 OMB Circular A-127 Financial Management Systems

010309 OMB Circular A-136 revised, Financial Reporting Requirements, Section
[1.5 Other Accompanying Information — PAR Section 4, dated June 3, 2008

010310 Treasury Financial Manual (TFM) Volume 1, Part 2, Chapter 1500,
Description of Accounts Relating to Financial Operations

0104 ROLES AND RESPONSIBILITIES

010401 The Assistant Secretary for Management/Chief Financial Officer (CFO),
as required by the Chief Financial Officers Act of 1990 and 38 U.S.C. 309,
oversees all financial management activities relating to the Department’s
programs and operations. Specific responsibilities include the direction,
management, and provision of policy guidance and oversight of VA'’s financial
management personnel, activities, and operations. The CFO establishes
financial policy, systems and operating procedures for all VA financial entities,
provides guidance on all aspects of financial management, and directs and
manages the Department’s financial operations and systems support.

010402. All VA management Heads in Administrations, staff offices, staff
organizations, and other key officials have the responsibility to implement
financial policies and procedures established by the CFO, including compliance
with the policies and procedures set forth in this chapter.


http://uscode.house.gov/download/pls/31C13.txt
http://uscode.house.gov/download/pls/31C35.txt
http://govinfo.library.unt.edu/npr/library/misc/cfo.html
http://www.whitehouse.gov/omb/financial/ffs_ffmia.html
http://www.aicpa.org/download/members/div/auditstd/AU-00411.PDF
http://www.aicpa.org/download/members/div/auditstd/AU-00411.PDF
http://www.whitehouse.gov/omb/circulars/a11/current_year/a11_toc.html
http://www.whitehouse.gov/omb/circulars/a11/current_year/a11_toc.html
http://www.whitehouse.gov/omb/circulars/a123/a123_rev.html
http://www.whitehouse.gov/omb/circulars/a123/a123_rev.html
http://www.whitehouse.gov/omb/circulars/a123/a123_rev.html
http://www.whitehouse.gov/omb/circulars/a127/a127.html
http://www.whitehouse.gov/omb/circulars/a136/a136.html
http://www.whitehouse.gov/omb/circulars/a136/a136.html
http://www.fms.treas.gov/tfm/vol1/v1p2c150.pdf
http://www.fms.treas.gov/tfm/vol1/v1p2c150.pdf
http://www.fms.treas.gov/tfm/vol1/v1p2c150.pdf
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010403 The Office of Business Oversight has the responsibility for performing
guality assurance evaluations to ensure that VA'’s financial accounting and
reporting systems conform to the VA’s accounting principles and standards, as
well as assessing the adequacy of these systems to effectuate sound financial
controls.

0105 PROCEDURES?
010501 Apply Federal Financial Accounting Concepts and Standards

A. Federal financial managers, accountants, and auditors must consistently
apply these concepts and standards, which have evolved from recommendations
of the Federal Accounting Standards Advisory Board (FASAB). When the
Board'’s principals (OMB, Treasury, and Government Accountability Office) adopt
FASAB recommendations, they are published as Statements of Federal Financial
Accounting Standards (SFFAS). These standards, in turn, provide a frame of
reference for resolving accounting issues, while covering most transactions.

010502 Adhere to the Statements of Federal Financial Accounting Standards
(SFFAS).

A. Approved SFFASs comprise Federal generally accepted accounting
principles (Fed-GAAP), which VA will follow in reporting under the Government
Management Reform Act (GMRA) of 1994.

B. VA will adhere to the Federal GAAP Hierarchy in the order of precedence
listed below:

1. Statements of Federal Financial Accounting Standards and Interpretations, as
well as American Institute of Certified Public Accountants (AICPA) and the
Federal Accounting Standards Advisory Board (FASAB) pronouncements that
are specifically made applicable to Federal governmental entities by FASAB
statements or Interpretations. Interpretations related to the SFFASs, issued
by the OMB, are outlined in OMB Circular A-134, Financial Accounting
Principles and Standards.

2. FASAB Technical Bulletins and, if specifically made applicable to Federal
governmental entities by the AICPA and cleared by the FASAB, AICPA
Industry Audit and Accounting Guides and AICPA Statements of Position.

3. AICPA’s Accounting Standards Executive Committee (AcSEC) Practice
Bulletins, if specifically made applicable to Federal governmental entities and
cleared by the FASAB, as well as Technical Releases of the Accounting and
Auditing Policy Committee (AAPC) of the FASAB.

2 Procedures are high level in nature and are not intended to be Administration desk procedures.


http://thomas.loc.gov/cgi-bin/query/z?c103:S.2170.ENR:
http://thomas.loc.gov/cgi-bin/query/z?c103:S.2170.ENR:
http://thomas.loc.gov/cgi-bin/query/z?c103:S.2170.ENR:
http://www.fasab.gov/accepted.html
http://www.whitehouse.gov/omb/circulars/a134/a134.html
http://www.whitehouse.gov/omb/circulars/a134/a134.html
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4. Implementation Guides published by the FASAB staff, as well as practices
that are widely recognized and prevalent in the Federal Government.

010503 Maintain General Ledger Controls®

A. The Federal Financial Management Improvement Act (FFMIA) of 1996
requires agencies to maintain general ledger controls over all assets, liabilities,
funds, equities, revenues, and costs through the use of a double-entry
accounting system, utilizing the USSGL.

B. VA will produce a set of records that constitutes internal control over business
events. These records include General Ledger accounts, subsidiary records,
and supporting documentation that reflect the underlying business transactions.
This set of records will be the source for producing timely and meaningful
financial statements and other financial reports for all management, OMB,
Treasury, and other interested stakeholders.

010504 Record Assets and Provide Financial Control*

A. Assets will be controlled and recorded as an integral part of the accounting
system.

B. Capitalized equipment and real property will be recorded at the detailed level,
thus providing independent financial control.

C. Capitalized equipment and real property detailed records will be reconciled
with both supply and equipment management records, and the real property
records, as prescribed in Volume V, Chapter 9, General Property, Plant and
Equipment.

0106 DEFINITIONS

010601 Accounting Standards or Principles. Those conventions, rules, and
procedures necessary to define acceptable accounting practices at a particular
time. Accounting standards include broad guidelines of general application and
may also include detailed practices and procedures.

010602 Accounting System. A formal system for recording, classifying, and
summarizing information on financial positions and operations.

010603 Accrual Accounting. An accounting method that measures the

% Volume I, Chapter 2, Standard General Ledger, and Chapter 3, Maintenance of Standard General
Ledger, expand on the control aspects of the General Ledger.

* Volume V, Assets, covers control aspects associated with various VA Asset accounts.


http://www.whitehouse.gov/omb/financial/ffs_ffmia.html
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performance and position of an entity by recognizing events regardless of when
cash transactions occur. The general idea is that, for example, economic events
are recognized by matching revenues to expenses at the time in which the
transaction occurs rather than when payment is made or received. This method
allows the current cash inflows/outflows to be combined with future expected
cash inflows/outflows to give a more accurate picture of an entity’s current
financial condition.

010604 Accrued Expenditures. The amounts of liabilities incurred for goods and
services rendered, assets acquired, performance accepted, and other liabilities
incurred not involving the furnishing of goods or services, whether or not
payment has been made, and whether or not invoices have been received.

010605 Agency Financial Management System. The total of VA financial
systems, both manual and automated, used for planning, budget formulation and
execution, program and administrative accounting, and audit; as well as other
systems for recording and classifying financial data and reporting financial
management information.

010606 Asset. A probable future economic benefit obtained or controlled by the
government as a result of past transactions or events. Assets may be tangible or
intangible and are expressed in terms of cost or some other value.

010607 Financial Management Information. All information on Federal
spending, collections, assets, liabilities, equity, and related budgetary
transactions, and balances.

010608 Full Disclosure. The concept that relates not only to the facts, but also
the events and information that might be relevant to the users of the financial
statements. This concept further relates to the materiality concept wherein all
significant information and events need to be disclosed so as not to mislead
users of financial reports, statements, and accompanying information. Generally
acceptable accounting practice usually requires as much disclosure as possible.

010609 Obligation. A legally binding agreement that will result in outlays,
immediately or in the future. When you place an order, sign a contract, award a
grant, purchase a service, or take other actions that require the Government to
make payments to the public or from one Government account to another, an
obligation is incurred.

010610 Paid Expenditures. Those goods or services where there was an actual
cash outlay.

010611 Undelivered Orders. The amounts of orders placed for goods and
services outstanding, for which the liability has not yet accrued.
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0107 QUESTIONS

Questions concerning these policies and procedures should be directed as
shown below:

VHA VHA Accounting Policy (Outlook)
VBA VAVBAWAS/CO/FINREP (Outlook)
All Others OFP Accounting Policy (Outlook)
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