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3rd Quarter FY 2004 Accomplishments

· 
Background

Management Quality Assurance Service (MQAS) provides financial management reviews and services to assist Department of Veterans Affairs’ (VA) managers in ensuring the integrity of financial information, attaining compliance with financial requirements, increasing productivity, controlling costs, and mitigating adverse aspects of program operations.

MQAS adjusts its review efforts throughout the year in response to management requests.  Management input is requested during the fourth quarter of each fiscal year and considered in establishing the scope of reviews and determining locations to be visited for the next fiscal year.  MQAS accomplishments during the third quarter of Fiscal Year (FY) 2004 include:

VA-wide Efforts

VA Finance and Logistics Council Meeting

Maggie Plant and Greg McLaughlin briefed the VA Finance and Logistics Council on the results of the MQAS review of Information Technology Project Costs.  MQAS found the Office of Information and Technology (OI&T) developed and tracked project costs but could improve its tracking of expenditures.  MQAS also found OI&T requested valid project costs for reimbursement in FY 2004, and is developing improved methods to develop and track project costs.  As part of the presentation, Greg discussed MQAS recommendations to implement and fully utilize a centralized tracking system for comparing actual to projected project expenditures, and to improve communication with VA administrations by developing a process to cooperatively communicate funding requirements and project progress.

The presentation included discussion among the Council members on how to improve budgeting for OI&T reimbursements.  The current budgeting process for OI&T projects did not always fully support VA-wide information technology strategic decisions.  Each Administration Chief Financial Officer will provide suggestions and recommendations on improving the budgeting process to the Office of Business Oversight Acting Director.  The Council members requested MQAS identify OI&T project obligations and expenditures as of June 30, 2004, for presentation at the next Council meeting.  


Office of Information and Technology (OI&T) Project Costs Review

The Principal Deputy Assistant Secretary for Management issued the final MQAS report on OI&T project costs to the Assistant Secretary for Information and Technology June 7, 2004.  MQAS found OI&T developed and tracked project costs but could improve tracking of expenditures.  MQAS also found OI&T requested valid project costs for reimbursement in FY 2004, and was developing improved methods to develop and track project costs.  MQAS recommended OI&T implement and fully utilize a centralized tracking system for comparing actual to projected project expenditures, and to improve communication with VA Administrations by developing a process to cooperatively communicate funding requirements and project progress.

Cooperative Administrative Support Unit (CASU) Presentation

The Principal Deputy Assistant Secretary for Management requested MQAS assess CASU management and financial operations where VA is the lead agency.  VA is currently the lead agency for four government CASU operations:

· Southeast Regional (Central Texas HCS)

· Minnesota (Debt Management Center)

· Greater Hampton Roads (Central Texas HCS)

· Mid-Atlantic (Financial Services Center)

During the quarter, Roland DeLaune and Greg McLaughlin performed on-site reviews at the Central Texas Health Care System in Temple, TX; Financial Services Center (FSC), in Austin, TX; and Mid-Atlantic Business Office in Butler, PA.  The team gained an understanding of each CASU organizational structure, operations, and services.  The team also documented VA and CASU internal control structures for financial accounting, contracting, billing, and collections.

MQAS will complete the assessment of VA and CASU compliance with applicable regulations and legal requirements, and review of CASU management and financial operations during the fourth quarter.  The final report will be issued by August 31, 2004.

Government Accountability Office (GAO) Report Briefing

Greg McLaughlin participated in a GAO exit briefing for two upcoming reports on Veterans Health Administration (VHA) internal controls.  The two audit reports covered (1) purchase card controls and (2) personal property, pharmaceuticals returned for credit, and part-time physician time keeping.  GAO performed these audits upon request from the House Chair of the VA Oversight and Investigations subcommittee.


Purchase Card Controls

GAO found VHA could improve purchase card controls over:

· Separation of duties

· Purchase card documentation

· Reconciliation timeliness

· Vendor discounts

· Program monitoring

· Compliance with the Federal Acquisition Regulations and VA Acquisition Regulations


Personal Property, Pharmaceuticals, and Time Keeping

GAO found VHA could make improvements in internal controls over personal property, pharmaceuticals returned for credit, and part-time physician time keeping.

· Personal property policies were unclear and conflicting.  One-third of the items tested at six VA medical facilities could not be located.

· VHA needed to improve monitoring over pharmaceuticals returned for credit.

· VHA paid significant attention to improving controls over part-time physician time and attendance, but more standardization is needed for monitoring time and attendance for part-time physicians.  

Dayton Materiel Management Systems and Acquisitions Review

Maggie Plant and Brenda Bradshaw observed and participated in a Supply, Processing, and Distribution (SPD)/Materiel Management Business Review and an Acquisition Performance Review at the Dayton, Ohio VAMC.   

Lelia Thomas-Lakey performed the SPD/Materiel Management Business Review.  The review included:

· A review of the decontamination and preparation/sterilization area.  Ms. Thomas-Lakey informed staff members of the proper policies and procedures and the changes that needed to take place to improve their respective areas.  If implemented, the recommended changes should assist Dayton in their upcoming VA Office of Inspector General Combined Assessment Program review. 

· The sterile storage areas, warehouse, and sterilization records were also reviewed for compliance with VA policy.  Deviations from policy were communicated to the staff and medical facility management for correction.  

· Clinical Managers and staff that are affected by SPD/Materiel Management Service functions were visited.  The areas reviewed included the Operating Room, Dental Clinic, and Emergency Room.  In addition, the inventory rooms in these areas were checked for cleanliness, inventory expiration dates, and outdated inventory was removed.

Wafi Rains and Sandra Nelson performed the Acquisition Performance Review.  A mix of Construction, Architect/Engineer, and Service Contracts were reviewed.  The contract folders were reviewed for compliance with Federal and VA acquisition rules and regulations such as:  

· Pre-solicitation documentation that includes the requisition, justifications, and approvals for sole source contracts, and cost or pricing data.  

· Receipt and evaluation of all offers, where applicable.  These offers are evaluated for price reasonableness, documentation of the price negotiation, and notification to unsuccessful offerors.

· Notice to Proceed documents and the amount obligated in IFCAP should be documented.  The file should include a copy of the signed contract and any modifications.  The signed contract is also reviewed for signature authority.

The information learned on this trip will benefit the MQAS Capital Asset Management, Acquisition, and Logistics Division on future reviews.

Cost Benefit Analysis

Jim Garcia completed an additional cost benefit analysis for the Electronic Commerce Contract Solution Office.  The additional analysis was necessary due to a change in scope to the Electronic Contract Management System project.  Jim provided advice on the impact the change had on the prior and current analysis and provided alternatives for consideration.  Finally, Jim provided the office with adjusted spreadsheets supported by a written narrative.  
CoreFLS Reconciliations 

Jennifer Childress distributed the April and May 2004 CoreFLS Status Reports to the CoreFLS Project Team.  The CoreFLS Status Report is a summary of 29 VHA, National Cemetery Administration, and Veterans Benefits Administration (VBA) facilities reconciliation results.  The facilities are responsible for completing the Monthly Reconciliation Form as part of the CoreFLS data cleansing effort.  The monthly reconciliation form was developed by MQAS to assist facilities in identifying out-of-balances between general ledger accounts and subsidiary records.   

If all 18 reconciliations are in balance the facility receives a “Green” status indicator.  If one or two reconciliations are out-of-balance but can be explained, the facility receives a “Yellow” status indicator.  If more than two reconciliations are out-of-balance, or if any reconciliation cannot be explained, the facility receives a “Red” status indicator.  A “Purple” status indicator is assigned to sites that do not report.  

During April and May 2004, the Hines National Acquisition Center received a “Red” indicator due to an out-of-balance in their Cash accounts, Property, Plant & Equipment, and Budget accounts.  The remaining sites received the following results: 

· Green – 17 sites

· Yellow – 2 sites

· Purple – 9 sites

The form has been updated to include sites that are scheduled for CoreFLS implementation within seven months.  The CoreFLS Project team is reviewing the sites for accuracy and if necessary, will contact the facilities to inform them of the new reporting requirements to MQAS.  
Intern Committee Meeting

Jennifer Childress attended an Intern Committee Meeting with the FSC and the Austin Automation Center (AAC) at the request of Darla Norwood, FSC Supervisory Accountant.  The Intern Committee wants to improve FSC and AAC intern retention.  Jennifer discussed a plan developed for MQAS Financial Consultant Interns and her past experiences as an Air Force Palace Acquire Intern.  

Supply Fund

The MQAS FY 2004 Review Plan includes a review of Supply Fund, 1VA+ Fund, and Capital Lease financial practices for compliance with applicable regulations.  The Office of Acquisition and Materiel Management (OA&MM) Fiscal Officer requested MQAS assess Department management and operations related to these programs.  Four facilities were selected for site reviews:  Reno, NV; Dallas, TX; Tampa, FL; and Memphis, TN.  During the third quarter, the following reviews were performed:

· Sierra Nevada Healthcare System (Reno, NV) - Don Jenkins, Fabian Banda, and Joe Nolan performed the review June 7–11, 2004.  One concern was identified.  An incorrect transaction type was used when adjusting monthly Supply Fund reconciliations. 
· VA North Texas Healthcare System (Dallas, TX) – Fabian Banda, Brenda Bradshaw, and Joe Nolan performed the review June 28-July 2, 2004.  Concerns identified during the review included:  (1) Adjustments had not been processed since October 2001.  Fiscal was working on the April 2004 Supply Fund reconciliation and planned to process adjustments during July 2004. And (2) there was a lack of documentation for the 1VA+ Fund Program. 

The Tampa, FL and Memphis, TN reviews will be performed during July and August 2004.  A summary report of findings and recommendations will be issued to OA&MM during September 2004.     
CoreFLS Data Warehouse Conference Calls

Jennifer Childress, Greg McLaughlin, Tim McDowell and Joe Nolan participated in weekly CoreFLS Logistics Data Warehouse status calls.  The primary facilitator was Susan Goderstad, BearingPoint, Inc.  Each call included status reports on the development of CoreFLS Logistics capabilities, with a secondary update on other areas, such as Accounts Payable, Finance and Purchasing.

In response to discussion and feedback, CoreFLS teams refined administrative processes, added and modified reports, metrics and attributes, combined testing routines for modules including Accounts Payable, Finance and Logistics modules, and changed some Oracle release notes.

These conference calls, user training, and use of the test-bed, benefited MQAS by providing some advance exposure to the Integrated Financial Management System of the future. 

VHA Initiatives

Third Party Accounts Receivable Assistance

Jill Hammond completed the VHA third party accounts receivable analysis for 

March 31, 2004.  The information obtained from VA medical facilities indicated the Department had approximately $622.7 million outstanding as of the end of the second quarter FY 2004.  Third party accounts receivable amounts totaled $913.8 million as of December 31, 2002, the initial measurement, and $645.5 million as of September 30, 2003.  Staff prepared comparisons of accounts receivable for March with figures obtained for December 31, 2002.  The comparisons, like the analyses, were prepared at the facility, VISN, and Departmental levels.  The comparisons provided VHA managers with information regarding progress made in addressing accounts receivable issues.

MQAS staff also assisted VHA in obtaining permission from the Office of General Counsel (OGC) to write-off Physicians Mutual claims for treatments provided prior to the implementation of Reasonable Charges (September 1, 1999).  The insurer provided OGC no indication they were willing to settle these claims.  As a result, 38,607 uncollectible claims ($13.2 million) remained open in VHA accounts receivable.  MQAS provided OGC with information to facilitate the write-off decision process and prepared and distributed spreadsheets, by facility, to be eliminated from accounts receivable records.  The facility deadline for writing off the receivables was June 30, 2004.


VHA Monthly Reconciliation
The reconciliation reporting process for VHA facilities not scheduled for CoreFLS implementation within the next seven months was successfully transferred from MQAS to VHA Central Office during April 2004.  MQAS’ objective was to assist VHA in resolving Financial Management System reconciliations with subsidiary ledgers, a condition identified by Deloitte & Touche.  

Vendor and Federal Receivables Analyses

MQAS continued analysis on VHA vendor and Federal receivables delinquent over 180 days.  Analyses for the third quarter are as follows.  

	Receivable
	January 31, 2004
	June 30, 2004
	Increase

	Federal
	$7,216,235.19
	$10,412,422.85
	44%

	Vendor
	$4,063,723.41
	$4,707,053.30
	16%

	TRICARE
	$823,562.83
	$4,204,893.64
	411%


MQAS forwarded 74 FSC generated receivables totaling $112,845.94 to the FSC Operational Oversight Division for possible collection.  

MQAS will prepare a comprehensive third quarter comparison, which will be sent to the Director, VHA Financial Management & Accounting (173A) for review and follow-up.  MQAS efforts are to assist VHA and Networks in reducing delinquent receivables.


Financial Management Reviews

MQAS staff completed three Expense reviews.  The purpose was to evaluate financial operations and identify potential improvements regarding expenditures and stewardship over certain Government funds.  Activities reviewed included:  Fiscal Office Control Environment, Management of Undelivered Orders, Interest Payments, Purchase Card Program, Personal Funds of Patients, Systems Access Controls, Supply Fund, Accounts Receivable, Unapplied Deposits (Suspense), Agent Cashier Operations, Travel Card Program, Fixed Assets and Real Property (Property Accounting), General Post Fund, NCA Gift Fund, Travel Advances, and 1VA+ Fund. 

· VA Puget Sound Healthcare System (Seattle, WA) – Fabian Banda, Diane Banduch, Jim Garcia, and John Walker performed the review April 26-30, 2004.  MQAS found improvements could be made in the areas of Agent Cashier and the Purchase Card Program.  In addition, five concerns were identified.  A formal report of findings and recommendations was issued to the facility Director June 4, 2004. 
· Augusta VA Medical Center (Augusta, GA) - Ron Baker, Joe Nolan, and Mae Griffin performed the review April 26-30, 2004.  The Augusta VA Medical Center effectively reduced Undelivered Orders and Accounts Payable balances over 90 days old; however, MQAS found improvements could be made in the areas of Agent Cashier, General Post Funds and Purchase Cards.  In addition, four concerns were identified.  A report of findings and recommendations was issued to the facility Director July 8, 2004.

· Milwaukee VA Medical Center (Milwaukee, WI) - Brenda Bradshaw, Mae Griffin, and Greg McLaughlin performed the review June 14-18, 2004.     Overall, MQAS found financial management operations involving expenditures were well managed and in compliance with VA regulations.  The medical facility had best practices to increase compliance over financial management activities:  (1) a well-planned and executed quality assurance review program, (2) a web-based learning environment for the Purchase Card Program, and (3) a well-coordinated process for capitalization of completed fixed asset projects.  However, the medical facility can improve Agent Cashier operations and Fixed Assets.  The team provided ideas on improving Travel Card Program, Purchase Card Program, Personal Funds of Patients, and General Post Fund operations.  A formal report of findings and recommendations will be issued to the facility Director during the fourth quarter 2004.  

MQAS completed one Revenue review.  The purpose was to perform a comprehensive review of revenue and stewardship areas to include:  General Post Funds, System Access Controls, Agent Cashier, Unapplied Deposits, Patient Funds, Intake, Insurance Verification, Coding, Billing, Accounts Receivable, and Payment Processing procedures.   

· White River Junction VA Medical and Regional Office Center (White River Junction, VT) - Rosalyn Varian, John Walker, Helene Im, and Jill Hammond performed the review June 7-11, 2004.  Issues identified during the review included:  (1) critical problems in intake areas, (2) backlogs in coding and insurance verification, (3) unnecessary expenditures for coding, and (4) not updating system user access at least every 90 days.  A formal report of findings and recommendations will be issued to the facility Director during July 2004. 

Self-Certification Program Reviews

MQAS completed three enhanced sharing self-certification desk reviews.  The reviews focused on validating Federal and non-federal sharing agreements initiated to generate revenue from excess capacity.  In accordance with the Statement of Federal Financial Accounting Standards No. 4 and No. 7, sharing agreements must be developed to recover full cost to the Federal government and be supported by an internal cost accounting system.

· William S. Middleton Memorial Veterans Hospital (Madison, WI) – John Walker reviewed 18 non-federal sharing agreements.  MQAS recommended:  (1) a cost analysis, identifying local and full cost be included in each agreement along with an explanation of the justification and rationale for all price determinations, (2) facility management review costs, number of procedures performed, and revenue for each agreement at least annually, and (3) agreements with outdated costs or no cost analysis be updated properly and disclosed in accordance with Office of Finance (OF) Bulletin O1GC2.03, Self Certification:  Compliance With Statement of Federal Financial Accounting Standard Nos. 4 and 7 for VHA Stations.  A formal report was issued to the facility Director April 2, 2004.

· Boise VA Medical Center (Boise, ID) – Jim Garcia reviewed four agreements, three Federal and one non-federal.  Revenue source codes were updated in the Financial Management System during May and June 2004; however, the Boise VA Medical Center agreements were not included.  MQAS recommended the facility:  (1) update the Medical Sharing Office database to accurately reflect outstanding sharing agreements, and (2) follow-up to ensure future agreement proceeds are properly recorded.  A formal report was issued to the facility Director June 25, 2004.

· Chillicothe VA Medical Center (Chillicothe, OH) – Jim Garcia reviewed four non-federal agreements.  The facility was in compliance with all review requirements.  MQAS determined the facility self-certifications were valid and each agreement was supported by a cost analysis.  MQAS recommended the facility use appropriate revenue source codes to ensure future agreement proceeds are properly recorded.  A formal report was issued to the facility Director July 14, 2004.

Interest Penalties 

MQAS’ compilation and analysis of FY 2004 third quarter interest payments indicated a decrease in interest payments from the same period in FY 2003.  Interest payments totaled $217,143, a decrease of $29,055 (12 percent) compared to same period during FY 2003 ($246,198).  Nationwide interest payments for the first three quarters of FY 2004 were $714,894, a decrease of $31,017 (4 percent) from the same period in FY 2003 ($745,911).  

Third quarter discounts earned totaled $727,569, a decrease of $156,846 (18 percent) from the same period in FY 2003 ($884,415).  Discounts lost increased $56,811 (72 percent) from $78,773 to $135,584 for the same period.  Nationwide discounts earned for the first three quarters of FY 2004 were $1,756,945, a decrease of $93,793 (5 percent) from the same period in FY 2003 ($1,850,738).  However, discounts lost totaled $388,864, a decrease of $112,867 (22 percent) compared to same period during FY 2003 ($501,731).
VBA Initiatives


Phoenix Review

MQAS staff completed a financial management review of the Phoenix VBA Regional Office Support Services Division (SSD) and Vocational Rehabilitation & Employment (VR&E) Program.  The review was conducted on March 29-April 2, 2004 and identified areas needing improvement.  The SSD managed allocated resources effectively; however, MQAS identified the need for improvements in Reconciliations, Agent Cashier, and Purchase Cards.  The facility was commended for excellent administration of Travel Cards and Fiscal Control.  

The facility had excellent internal controls over the VR&E purchase card program; however, MQAS identified two internal control weaknesses in the remainder of the VR&E program.  The first weakness related to the lack of availability of documentation for review.  The facility recently relocated and documentation for activities prior to 2001 was archived.  The second weakness involved case managers not approving invoices prior to the processing of the payment.  Alternative procedures are being considered to mitigate this particular issue.  A formal report of findings and recommendations was issued to the facility Director April 23, 2004.  
Sioux 
Sioux Falls Review
MQAS staff completed a financial management review of the SSD, VR&E program, and Compensation and Pension (C&P) program at the Sioux Falls VAMROC 

April 26-30, 2004.  SSD financial review areas included:  Agent Cashier, Purchase Card Program, Travel Card Program, Voucher Audit, and Fiscal Control.  MQAS found the SSD managed allocated resources effectively and identified two best practices.  There were no reportable conditions found within the VR&E program.  However, outstanding internal controls were noted.  The C&P team reviewed about 120 claim folders and found two potential overpayments.  A formal report discussing details and outcomes of the review was issued to the facility Director May 24, 2004.  

Wilmington Review

MQAS staff completed a financial management review of the C&P program at the Wilmington VBA Regional Office June 7-11, 2004.  The C&P team reviewed approximately 146 claim folders and found one overpayment that had not been detected by Veteran Service Center staff.  A formal report discussing details and outcomes of the review was issued to the facility Director June 25, 2004.  

Boise Review

MQAS staff completed a financial management review of the Boise VBA Regional Office SSD and VR&E program June 7-11, 2004.  The SSD managed allocated resources effectively.  However, MQAS identified the need for improvements in Fiscal Control, Agent Cashier, and Travel Cards.  MQAS commended the efforts of the newly assigned SSD Chief in bringing the station to a level of audit readiness in a three-month period.  The VR&E Program had excellent internal controls and was commended for a number of best practices including the extensive tracking of equipment purchases, contract payments, purchase card payments, and revolving loans.  A formal report was issued to the facility Director July 8, 2004.


Finance Hotline

MQAS staff participated in the monthly VBA Hotline for April, May, and June 2004.  Highlights included the Travel Cards and Purchase Cards, payroll issues, Zegato, CoreFLS, and general financial and administrative issues.  

Purchase Card Hotline
MQAS staff began participating in the monthly VBA Purchase Card call in June.  There were 98 dial-in participants nationwide.  Topics covered included GAO Purchase Card Report dated June 2004, canceling inactive purchase cards, sending copies of letters of reprimand and terminations associated with purchase card misuse to VACO to report to Congress, transition from CitiBank Reports to CitiDirect Reports, and when to use affidavit forms (fraudulent charges, vendors) versus dispute forms (duplicate charges, incorrect amounts, etc.). 

VR&E Conference Call 

MQAS staff participated in a VR&E conference call during June 2004 with Paul Mulligan, VACO Systems Analyst.  Among the topics discussed were obligating VR&E funds under appropriation 36X0137 and the use of General Operating Expense funds (36X0151) as it relates to VR&E revolving loans.  The group also discussed reviewing the Regional Office F900 general ledger account report for insights into VR&E operations, the need for a comprehensive policy related to purchase rebates, and accountability and tracking of equipment purchased for veterans.  

Internal Initiatives

Financial Analysis System

MQAS continued to work on Phase II of its financial analysis system.  The objective is to employ data mining techniques to provide better risk assessments and support for on-site quality assurance reviews.

A standard financial package is being designed to support MQAS reviews.  The packages will contain two months of current financial reports in a format easy to sort, analyze, and sample.  The package will also be supported by historic and peer group ratios for comparative analysis.  To better match our current review requirements with our stored databases, we increased the number of financial management reports being tracked and analyzed.  The new financial management reports have been placed into our databases; however, we are still developing the analyzed reports.

A VHA nationwide quarterly analysis is being developed.  The design requires the analysis be supported by high-level financial summaries.  Although MQAS has identified a few accounting and processing practices of interest during this development stage, we have not finalized our format or findings due to the new account structure adjustments currently in process.

We also expanded this phase to include designing additional automated processes to populate our standard review documents.  This automation should facilitate and streamline review planning, scheduling, and documentation.

Intern Development Plan and Training
Jennifer Childress, Sandra Moore, Diane Banduch, and Florence Anderson developed a two-year MQAS Financial Consultant Intern Development Plan.  The plan was developed to guide new hires through the first two years of VA and MQAS employment.  In addition, Diane updated the following MQAS New Employee Training Handbook categories:

· Department of Veteran Affairs-Overview

· Major Financial Legislation

· Office of Business Oversight and MQAS – Overview

· MQAS Review Plan and Quarterly Accomplishments

· Financial Operation Revenue Reviews

· Financial Operation Expense Reviews

· Cooperative Administrative Support Units (CASU) – Overview

· VBA Financial Reviews

· Compensation and Pension

· Vocational Rehabilitation & Employment (VR&E)

· Loan Guaranty (LGY)

· Support and Analysis Division (SAD) – Overview

· Training Courses/Certifications

· Computer Application Training

Current MQAS staff will provide new employee training and orientation.  The purpose is to facilitate new staff transitioning and provide a better understanding of VA, Office of Business Oversight, and MQAS.

MQAS Quality Team

Ryan Nelson, Greg Mclaughlin, Gerald Christian, Florence Anderson, and Jennifer Childress held the quarterly MQAS Quality Team meeting to discuss employee suggestions.  This initiative is designed to allow employees to submit suggestions (anonymously if they choose) to improve MQAS internal operations.  Suggestions included clarifying office policies related to solicitation of funds, improving electronic working papers, and improving the MQAS Significant Event process.  Quality Team members reviewed and discussed the submissions for potential implementation.  Based on the consensus of the Quality Team, recommendations were referred to the MQAS Director.



The chart depicts the distribution of resources to the major workload areas for the last four quarters.  The Management Quality Assurance Service had a staff of 27 at the end of the third quarter.






























































