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DEVELOPMENT OF FY 1997 PLAN



Prior to beginning development of the Fiscal Year 1997 Plan, we requested Congressional committees and the major VA program offices to provide their suggestions for audit, investigative, inspection and contract review work.  After receipt of VA suggestions, OIG staff met with VA program officials as necessary to discuss the suggestions provided.  Of 34 suggestions received, 16 will be addressed through OIG projects; 11 that were recommended by VA offices and 5 by Congressional offices.



FOCUS OF FY 1997 PLAN



As we developed our FY 1997 Plan, we wanted to focus on the current issues and challenges facing the Department.  Among the issues which VA must address, probably the most important is implementation of a strategic management process to support the objectives of the Government Performance and Results Act (GPRA), including strategic planning, performance measurement, and performance based budgeting.  In our opinion, successful implementation of this process will require the following:



	·	enhancing and integrating program and financial management systems to provide reliable and meaningful information to decision makers.



	·	improving the timeliness and quality with which benefits are provided in order to meet or exceed what is expected for similar activities in the private sector.



	·	assessing the quality of care provided to veterans in non-VA facilities.



	·	achieving greater efficiencies in health care delivery by improving the mix of services to better serve the veteran.



	·	continuing efforts to reduce emphasis on inpatient care while carefully preserving VA's commitment for treating specific populations such as women veterans, substance abuse patients, AIDS patients, and the elderly, chronically ill patient.



	·	ensuring VA receives timely delivery of quality health care products at the lowest prices.













OIG resources dedicated to accomplishing our FY 1997 Plan will therefore focus on these issues.  The distribution of OIG resources by major functional area is shown below.



OIG RESOURCE DISTRIBUTION FOR FY 1997 PROJECTS



The OIG plans to conduct 144 projects during FY 1997.  The following chart shows the number of projects by VA organization and functional area and the planned staff days.
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	 VA ORGANIZATION/

	FUNCTIONAL AREA

�    

	

	NO. OF

	PROJECTS�



	NO. OF PLANNED

	STAFF DAYS��          VHA

            Healthcare

            Construction Mgmt.�

	41

	1�

	8,640

	   200 ��          VBA�	15�	4,340��          MANAGEMENT

            Financial Mgmt.

            IRM

            Acquisition

            Contract Reviews�

	9

	7

	6

	65�

	10,910

	2,670

	2,051

	4,112

��	TOTAL�	144 �	32,923��













�PLANNED FY 1997 PROJECTS BY VA ORGANIZATION



The 144 planned inspection, audit, and contract review projects, as well as both reactive and proactive investigations, will address programs and operations in VA's two major administrations - Veterans Health Administration and Veterans Benefits Administration - and the Office of Management.  Following is a description of the mission and resources of each of these organizations, the major issues facing them, the strategy for the planned FY 1997 projects, and the specific projects planned to be conducted.



�PRIVATE ��	VETERANS HEALTH ADMINISTRATION

�seq Text_Box  \* Arabic�1�

The mission of VA's Veterans Health Administration (VHA) is to serve the health care needs of eligible veterans by providing quality inpatient, outpatient, and long-term health care services in an efficient and timely manner through its health care and construction management operations.  During FY 1997, VHA will provide health care and related services to over 2.9 million veterans.  VHA will spend about $17 billion and employ a workforce of over 191,000 people  in 173 hospitals, 391 outpatient clinics, and 170 long-term care facilities.



Health Care Operations



On October 1, 1995, VHA reorganized and established a new field structure which replaced 4 large regions with 22 smaller, more autonomous, networks of medical centers called Veterans Integrated Service Networks (VISNs).  The VISN structure promotes the expansion of community-based access points for primary care, and shifted the decision-making authority closer to those affected by the decisions, in an attempt to increase stakeholder involvement.  Additionally, the reorganization downsized headquarters and continued the shift to ambulatory and non-institutional care which has occurred over the past several years.  Among the most significant issues facing VHA are:  (i) reducing and distributing resources based on criteria that recognize varying clinical and demographic variables and veteran migration patterns, while maintaining employee morale, (ii) implementing eligibility reform, (iii) adapting programs and operations to meet the needs of an aging client base, (iv) meeting its education mission while improving affiliation agreements and reducing related VA costs, (v) reevaluating the research mission in view of scarce budgetary resources, and (vi) effectively coordinating with the Department of Defense (DOD), including sharing medical resources and providing back-up coverage to DOD when needed.



Construction Management Operations



The VHA is also responsible for managing VA facility operations.  During FY 1996, 277 employees managed the construction and maintenance of VA buildings, including 617 ongoing construction projects that will cost at least $3.8 billion when completed, and management of real property valued at about $11.4 billion.  In the past, VA has been criticized for overbuilding hospital capacity.  Significant issues facing VHA are the need to continue efforts to: (i) reduce the long budget and planning cycle which inhibits planning, design, and cost estimation; (ii) improve workload projections which support construction decisions; (iii) improve construction designs, project scope, and reduce mid-course changes; (iv) eliminate fragmentation of project management; and (v) obtain visibility over the full cost of construction which currently is dispersed in a multiple of funding sources.



During FY 1997, the OIG plans to conduct 20 healthcare inspections, 21 audits of healthcare programs and operations, and 1 audit of construction management operations.  A description of the objectives of these reviews and the specific projects planned to be conducted follows.



	HEALTHCARE INSPECTIONS



The strategy for FY 1997 healthcare inspections and program evaluations will be to evaluate and, as appropriate, recommend actions to improve treatment procedures in selected medical facilities, and nation-wide medical care programs administered or funded by the VA.  We will perform several proactive inspections, quality assistance program reviews, and program evaluations in consultation with VHA to strengthen health care delivery.  We will continue to focus on reactive efforts to address allegations concerning individual cases of medical care and expect to work in partnership with VHA to identify areas in which improvements in efficiency and effectiveness can be achieved while maintaining a high standard of quality in medical treatment.  We believe that these initiatives will assist VHA in providing leadership in several key aspects of medical care, and in acting as a notable change agent in American medicine.



Following are the 20 healthcare inspection projects planned during FY 1997 and a description of the objective(s) of each of the projects.



�PRIVATE ��	HEALTHCARE INSPECTIONS

	(CARRIED OVER FROM FY 96 AND IN PROCESS)���	Project Title�	Project Description��Use of Advance Directives in VA Patient Care Settings

�Measure the frequency of use of advance directives, including the rationale and purposes for which they are used, and the degree of local oversight of their use by medical-ethics panels.  The evaluation will also examine the extent of compliance at various medical centers with state advance directive and living will requirements.

���

�PRIVATE ��	HEALTHCARE INSPECTIONS

	(CARRIED OVER FROM FY 96 AND IN PROCESS)���	Project Title�	Project Description��Use of Nurse Practitioners and Physician Assistants in Primary Care  �Oversee VHA efforts to determine the extent to which VAMCs employ physician extenders such as registered nurse practitioners and physician assistants to improve the effectiveness and efficiency of staff physicians, how well and consistently they receive supervision, and the extent to which they provide value in the patient treatment process.��Local Effectiveness of VHA's External Peer Review Program (EPRP) In the Context of VA's Continuously Evolving QA/QM Programs	�Evaluate the dissemination of EPRP data beyond top management to clinical service managers and individual clinicians involved in reviewed cases, including the impediments to this communications process, and the measurable clinical enhancements that are derived from the information.��Evaluation of the Formulation and Implementation of VHA Customer Service Standards�Assess the formulation of VHA customer service standards, evaluate the degree to which the standards have been implemented in VAMCs, and the effectiveness of program oversight of the valuative results stemming from the standards.��Assessment of the Achievement of High Mammography Standards in VAMCs	�Assess the extent to which VA medical centers have achieved compliance with national criteria for certification in performing mammography examinations by reviewing certification awards at a sample of VAMCs that perform mammography examinations.

��

�

�PRIVATE ��	HEALTHCARE INSPECTIONS

	(CARRIED OVER FROM FY 96 AND IN PROCESS)���	Project Title�	Project Description��Oversight review of VHA's Contracted Assessment and Recommended Changes in  Health Systems Research and Development (HSR&D) Operations



�Review VHA contractor's review, analysis, and recommendations for improvements in HSR&D operations, including application of criteria for accepting and rejecting 

research proposals.��*Comparative Analysis of the Cost and

 Quality Differences Between VA Nursing

 Home Care Units and JCAHO Accredited

 Community Nursing Homes



*Review will partially address suggestion

 by House Committee on Veterans Affairs.	�Review VAMC quality assurance evaluations of treatment provided by JCAHO accredited contract community nursing homes to patients that the VAMCs place, with comparison of VA nursing home care and OHI derived findings of the quality of that care.��Description and Analysis of OHI's 10 Most Common Findings in Hotline Inspections�Review and analyze approximately 400 completed cases contained in OHI's bibliographic data base in order to identify the 10 most common findings that inspectors have developed in the past 3 years, and provide the information in a consultative manner to VHA program officials.��Effectiveness of the Office of Medical Inspector �Conduct an evaluation of various aspects of Medical Inspector operations as required by Public Law 100-322.��Oversight Review of VAMCs' Assessments of the Quality of Care Provided in State Veterans' Homes









�Review the intensity of quality assurance evaluations that VAMCs do in the area of the treatment that State Veterans' Homes provide to patients for whom VA pays daily stipends, with comparison of VAMC findings and OHI derived findings of the quality of that care.��	

�

�PRIVATE ��	HEALTHCARE INSPECTIONS

	(CARRIED OVER FROM FY 96 AND IN PROCESS)���	Project Title�	Project Description��*Assessment of the Impact of VHA's

 Closure and/or Downsizing of Inpatient

 Substance Abuse Treatment Programs on

 Homeless and Indigent Veterans



*Project title and description have been

 revised.�Assess the impact that the downsizing or abolition of VA inpatient substance abuse programs has had on homeless or indigent veterans, and the actions that VAMC and VISN managers have taken to ensure continuing community-based assistance to these patients.��



�PRIVATE ��	HEALTHCARE INSPECTIONS

	(NEW STARTS)���	Project Title�	Project Description��Comprehensive Survey of the Quality Assurance/Improvement Process�Develop a historic perspective of the evolution and current status of quality management and quality improvement, particularly as it applies to the VA health care system.��Effectiveness and Efficiency of VA's Response to Social Security Administration (SSA) Requests for Medical and Other Evidence on Veterans Who Apply for Disability Under SSDI & SSI

 

�Evaluate the timeliness and completeness of VHA's provision of medical information SSA needs to properly adjudicate veterans' disability claims under the SSDI and SSI programs.  ��Assessment of Patients' Social Support Systems Associated With Their Need for Continued Hospitalization











�Review 500 patients' social histories to determine the presence and capability of their social support systems, and how this variable influences the need to keep the patients hospitalized.  



���

�PRIVATE ��	HEALTHCARE INSPECTIONS

	(NEW STARTS)���	Project Title�	Project Description��Oversight Review of VHA's Governance of Academic Affiliations�Review VHA's initiative to create VISN-based academic affiliations that is intended to strengthen the affiliation process and make it more responsive to VHA and patient needs.��Evaluation of VHA's Traumatic Brain Injury Program�Review the evolution and current status of VHA's traumatic brain injury program, including its associations with military medicine, and the private sector.��Consultative Review on the Use of Selected Statistical Techniques in Examining Morbidity, Mortality, and Other Important Quality Management Information at VAMCs�Explore the practical application of traditional manufacturing statistical quality control methods for analysis of important clinical data in order to identify potential problem areas early in their life cycle to assist VHA in establishing reliable statistical analysis methods at all VHA facilities.��Nation-wide Review of VHA Clinicians' Response to, and Management of Selected Unusually High and Low Clinical Pathology Values�Determine the prevalence of high and low patient blood glucose, and other laboratory values in VAMCs, and assess local and regional procedures to address and follow up on the values and treat the patients.��*Quality Program Assistance Reviews at Nine Randomly Selected VAMCs



*Reviews will incorporate two VHA suggestions�Evaluate VAMCs' status in providing access to high quality medical care to the greatest number of eligible veterans at the lowest possible cost; review the adequacy of VAMCs' disaster plans; and assess VAMCs' policy and procedures on patients' rights.��Oversight Review of VHA's Medical Inspector (MI) and Quality Management (QM) Activities�Evaluate MI and QM activities in consultation with VHA and provide suggestions for improvement when indicated.��



	AUDITS OF HEALTHCARE PROGRAMS AND OPERATIONS



The strategy for FY 1997 audits and other evaluations of health care programs and operations focuses on evaluating VHA's effectiveness in providing optimum quality healthcare in an efficient, effective, and economical manner in the areas of general management and health care delivery.  In selecting and prioritizing audit projects for FY 1997, the following factors were considered: (i) the Secretary's strategic goals, (ii) legislative requirements, (iii) the evolving nature of health care and reform initiatives, and (iv) suggestions provided by VA management.  During FY 1997, the Office of Audit will conduct projects that address priority issues in VHA health care delivery, including veterans' access to care, the timeliness of healthcare services, and clinical utilization management.



Following are the 21 audits projects planned during FY 1997 and a description of the objective(s) of each of the projects.





�PRIVATE ��	AUDITS OF HEALTHCARE PROGRAMS AND OPERATIONS

	(CARRIED OVER FROM FY 96 AND IN PROCESS)���	Project Title�	Project Description��Medical Care Usage Patterns and Availability of Care�Determine whether current and planned facility locations and utilization ensures veterans have access to VA medical facilities to meet demands for a variety of health care services.��Appropriateness of Fee-Basis Payments�Determine whether management controls provide reasonable assurance that: (i) payments are made only to eligible veterans for conditions covered under the fee basis program; (ii) duplicate payments are prevented; and, (iii) treatment was provided as shown on invoices.��















�PRIVATE ��	AUDITS OF HEALTHCARE PROGRAMS AND OPERATIONS

	(CARRIED OVER FROM FY 96 AND IN PROCESS)���	Project Title�	Project Description��Affiliation Relationships�Determine how medical school affiliations benefit and impact VA operations, and affect the distribution of resources among VAMCs.��VA Program for Aging Veterans�Assess the special programs serving aging veterans and determine if appropriate access to care is provided.  The general goal will be to determine whether aging veterans are provided appropriate and timely service in a cost efficient manner.��Pathology and Laboratory Activities�Determine whether pathology and laboratory services are provided in the most economical and efficient manner.��Review of Nonprofit Corporations Established to Conduct Government Business







�Determine whether the operation of research corporations and other nonprofit corporations established to conduct Government business promotes Government objectives and complies with Government standards of conduct.��*VHA's MEANS Testing Procedures                                                                                                                          �Determine whether MEANS testing is properly administered to appropriate beneficiaries and information obtained is used for the purposes required by law.��*Prescription Practices for the Elderly                                                                   �Determine how well VHA is managing medications provided to elderly veterans outpatients.��*Timeliness of Medical Examinations                                                                 �Determine the efficiency and effectiveness of Compensation and Pension examination services furnished by VHA facilities.  ��



*Projects started in FY 1996 that were not included in the FY 1996 Operations Plan.



�

�PRIVATE ��	AUDITS OF HEALTHCARE PROGRAMS AND OPERATIONS

	(CARRIED OVER FROM FY 96 AND IN PROCESS)���	Project Title�	Project Description��*Lithotripter Utilization�Determine if VA obtains lithotripsy services in the most efficient and economical manner.��*Insurance Reimbursement Rates for

 Outpatient Care�Determine if collections from third party insurers could be increased by using Medicare rates for outpatient care provided to patients not entitled to VA medical care.��*Home Improvement and Structural

 Alterations Program�Determine if the program is operating in the most economical and efficient manner. ��*VAMC use of Intergovernmental

 Personnel Agreements (IPAs)�Evaluate the effectiveness of administrative controls over IPAs.��



*Projects started in FY 1996 that were not included in the FY 1996 Operations Plan.



�PRIVATE ��	AUDITS OF HEALTHCARE PROGRAMS AND OPERATIONS

	(NEW STARTS)���	Project Title�	Project Description��Effectiveness of VISN Level Procurement�Determine the planning and execution of procurement, economy of operations, and the reliability of data used in negotiating prices for goods and services.��Management of Medical Supplies�Assess inventory management, accounting, and usage of medical supplies.��*Evaluation of the Medical Care Cost

 Recovery (MCCR) Program



*Audit will incorporate suggestions

 by Office of Management and House

 Committee on Veterans Affairs.�Assess the effectiveness of the MCCR program, and compare VA collection costs with private sector costs.��VHA's Mental Health and Behavioral Sciences Services (MHBS)�Evaluate the economy, efficiency, and effectiveness of MHBS operations.���PRIVATE ��	AUDITS OF HEALTHCARE PROGRAMS AND OPERATIONS

	(NEW STARTS)���	Project Title�	Project Description��*CHAMPVA Program





*Review will incorporate suggestion by

 House Committee on Veterans Affairs.

�Determine CHAMPVA program costs, the distribution and location of beneficiaries, and use of in-house and contract caregivers to provide beneficiary services.��Pathology Service (Phase II)                                                                                                                          �This is a follow-on audit for verification and in dept analysis of selected issues which may arise during the Pathology Service (Phase I) survey audit.��Non-Profit Corporations Established to Conduct Government Business (Phase II)                                                                   �This is a follow-on audit for verification and in depth analysis of selected issues which may arise during the Non-Profit Corporations Established to Conduct Government Business (Phase I) survey audit.��Radiology Activities                                                 �Determine whether radiology services are provided in the most economical and efficient manner.  ��

	AUDITS OF CONSTRUCTION MANAGEMENT OPERATIONS



There are no new reviews of construction management planned during FY 1997, with one project carried over from the FY 1996 Plan as follows:



�PRIVATE ��	AUDIT OF CONSTRUCTION MANAGEMENT OPERATIONS

	(CARRIED OVER FROM FY 96 AND IN PROCESS)���	Project Title�	Project Description��Prior Year Funding for Nonrecurring Maintenance Projects �Evaluate whether prior year Nonrecurring Maintenance funds are appropriately controlled, and projects are effectively managed.��



INVESTIGATIONS



A significant portion of the resources of the Office of Investigations will continue to be devoted to reactive issues involving patient care; the integrity of health care professionals, and related matters including:



	- patient abuse

	- fee basis practitioners

	- drug diversion



In addition, the Office of Investigations will provide support to on-going Department of Justice healthcare fraud task forces nation-wide and also will address other significant areas that affect health care, including product substitution, collusive bidding, and other antitrust violations.



�





�PRIVATE ��	VETERANS BENEFITS ADMINISTRATION
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The mission of the Veterans Benefits Administration (VBA) is to provide benefits and services to eligible veterans and their beneficiaries in an efficient and compassionate manner.  The benefits provided include - compensation, pension, readjustment assistance, loan guaranty, and insurance coverage.  The annual budget for all VBA benefit entitlements is about $20 billion.



The major issues for VBA include delivery of benefits and services to veterans and their beneficiaries in a timely and accurate manner, and implementation of a modernization program to enhance program operations.  To meet these challenges and improve program operations within current budgetary constraints, VBA needs to reengineer its business activities.  Among the options for VBA to consider are down-sizing and restructuring VBA operations, including consolidation and/or reorganization of functions and work units in VA Central Office and in the field.



The strategy for FY 1997 audits of veterans benefits programs focuses on the adequacy of benefits delivery to veterans, dependents, and survivors.  The strategy will be implemented through a series of audits which will evaluate the capability of programs and functions to provide benefits in an accurate and timely manner including compensation, pension, education, and insurance.  During FY 1997, the OIG plans to conduct 15 audits of VBA programs and operations as follows.



�PRIVATE ��	AUDITS OF VBA PROGRAMS AND OPERATIONS

	(CARRIED OVER FROM FY 96 AND IN PROCESS)���	Project Title�	Project Description��VBA and Social Security Death Match Procedures�Assess the adequacy of controls to ensure benefits are appropriately adjusted when beneficiaries die.��Committees on Waivers and Compromises  �Assess the effectiveness and efficiency of the Committees on Waivers and Compromises.��VA Life Insurance - Economy and Efficiency�Determine whether insurance benefits are appropriately managed.��

�

�PRIVATE ��	AUDITS OF VBA PROGRAMS AND OPERATIONS

	(CARRIED OVER FROM FY 96 AND IN PROCESS)���	Project Title�	Project Description��Servicemen's Group Life Insurance Program Collection and Reporting of Premiums�Determine the timeliness and accuracy of premium collections and deductions from military services, support for insurance claims, the appropriateness of premium amounts forwarded to VA, and whether services are deducting correct premium amounts compared to coverage selected.��Compensation and Pension Debt Prevention�Review characteristics of compensation and pension debts, including the reasons why the debts occurred, to help determine what actions can be taken to prevent future debts.��Data Reliability in VBA Performance Measurement Systems�Assess the accuracy and reliability of VBA automated data.��*Appointment and Supervision of

 Fiduciaries



*Review will address a suggestion from the

 House Committee on Veterans Affairs.�Determine if: (i) income and asserts of incompetent VA beneficiaries is adequately protected; (ii) appropriate fiduciaries are appointed; and, (iii) supervision of fiduciaries is effective.��



�PRIVATE ��	AUDITS OF VBA PROGRAMS AND OPERATIONS

	(NEW STARTS)���	Project Title�	Project Description��VA Claims Processing Summary Report







 �Provide an overview of prior audit findings, observations and conclusions relating to VA claims processing, and assess actions taken to improve the accuracy and timeliness of claims processing.��







�PRIVATE ��	AUDITS OF VBA PROGRAMS AND OPERATIONS

	(NEW STARTS)���	Project Title�	Project Description��Evaluation of the Effectiveness of VBA's Compliance Survey Program�Evaluate the effectiveness of VBA's program to ensure compliance with VA requirements.��Home Loan Defaults by Geographical Area �Identify geographic areas with high rates of home loan default, and evaluate causes. ��*Education Benefits Claims Processing



*Review suggested by the House

 Committee on Veterans Affairs. �Examine education claims processing, and the effects of organizational changes undertaken by VBA to streamline operations.��Veterans in Dual Receipt of Compensation and Reserve Pay�Determine the adequacy of controls designed to ensure reservists do not receive concurrent payment of VA compensation and active duty pay.��Evaluation of Mature Endowments�Determine whether management controls are effective in preventing improper disbursement of matured endowment awards.��Review of Compensation and Pension System Error Messages



�Evaluate the adequacy of error message processing procedures at VBA regional offices.��*Evaluation of Changes in Service

 Connected Disability Determinations



*Review suggested by Office of Planning

 and Policy.�Determine the reasons for changes in original service-connected disability determinations which are subsequently revised.��

INVESTIGATIONS



During FY 1997, major proactive and reactive resource expenditures will continue in the following areas:



	- large scale loan origination fraud

	- equity skimming involving multiple properties

	

	- fiduciary fraud

	- major fraud in the compensation and pension benefits programs



A pilot project, initiated during FY 1995 to review and investigate a selected number of workers' compensation claims by VA employees, will be expanded in FY 1997.

�



�PRIVATE ��	OFFICE OF MANAGEMENT
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The Office of Management, headed by VA's Chief Financial Officer, has oversight responsibility for three major VA functions:



	•	Financial Management



	•	Information Resources Management



	•	Acquisition and Materiel Management



During FY 1997, the OIG plans to conduct 9 audits of financial management operations, 7 audits of information resources management operations, and 71 reviews of acquisition and materiel management operations, to include 6 audits and 65 contract reviews.  Following is a description of the mission of each of these three major VA operations, the issues and challenges facing each operation, the strategy for the audits planned, and the specific projects planned to be conducted.



	FINANCIAL MANAGEMENT



The basic mission of the VA financial management activity is (i) to provide stewardship over VA resources in concert with VA managers; and (ii) to support the Department by formulating financial and information resource policies and plans, analyzing and evaluating service delivery, and maintaining and enhancing Department information systems.  VA managers use 82 financial management systems for managing VA resources.  There are approximately 4,000 employees in financial management positions throughout VA Central Office in Washington, DC and field facilities.  About 500 of these employees are assigned to the Assistant Secretary for Management (ASM), who is designated the Department's Chief Financial Officer (CFO), and the remaining 3,500 employees are assigned to VA program activities.  These employees have stewardship responsibilities for an annual budget of approximately $39 billion and assets totaling about $42 billion.



The major issues and challenges in VA financial management include: (i) the establishment of reliable cost and information systems, (ii) integration of these systems, and (iii) development of effective performance measures and reporting.  VA organizations have often operated independently in the development of cost and information systems, without consideration of sharing with one another.  As a consequence, the Department does not have access to reliable cost or results data.  The large number of diverse services in VA, and the existence of fragmented information systems, has precluded rapid development of effective performance measures.



�The strategy for FY 1997 audits of financial management operations focuses on the adequacy of VA financial management systems in providing managers information needed to efficiently and effectively manage and safeguard VA's assets and resources.  The audits incorporate coverage to satisfy the CFO Act audit requirements for Federal financial statements.  The FY 1996 financial statement audit will be a major part of our audit work during FY 1997.  This will be complemented by national audits of several key financial management issues that will support the financial statement audit.  We will also start the FY 1997 financial statement audit during the second half of FY 1997.  



Areas receiving emphasis in the financial statement audits will include performance measurement, payment processing, accounts receivable, and property controls.  During FY 1997, the OIG plans to conduct 9 financial management audits.  A description of the 9 projects follows.



�PRIVATE ��	AUDITS OF FINANCIAL MANAGEMENT OPERATIONS

	(CARRIED OVER FROM FY 96 AND IN PROCESS)���	Project Title�	Project Description��VA's Fiscal Year 1996 Consolidated Financial Statements 

�Determine whether VA's consolidated financial statements fairly represent the VA's financial position, the adequacy of internal controls, and compliance with applicable laws and regulations.��VA's FY 1995 Supply Fund Financial Statements�Determine if the Fiscal Year 1995 Supply Fund's financial statements and related accounting reports are accurate and meaningful, and assess internal control and compliance with laws and regulations.��*Capital Budgeting



*Office of Management suggestion will be

 incorporated into this in-process audit.�Assess VHA's processes for budgeting for capital investment and for prioritizing capital investments in building, land, and equipment.��Follow-up Review of Internal Revenue Service (IRS) 1099 Income Reporting�Determine whether prior recommendations to improve 1099 income reporting to IRS have been implemented.��









�PRIVATE ��	AUDITS OF FINANCIAL MANAGEMENT OPERATIONS

	(NEW STARTS)���	Project Title�	Project Description��VA's Fiscal Year 1997 Consolidated Financial Statements�Determine whether VA's consolidated financial statements fairly represent the VA's financial position, the adequacy of internal controls, and compliance with applicable laws and regulations.��VA's Payment Process�Assess VA's Payment Process including tolerance level, duplicate payments, accounts receivable offset and invalid social security vendor identification.��VA's Fiscal Year 1997 Franchise Fund�Determine whether VA's Franchise Fund financial statements fairly represent the fund's financial position; the adequacy of internal controls, and compliance with applicable laws and regulations.��*Management of Worker's Compensation

 Program Costs



*Review will address suggestions from

 Office of Management and VHA.�Determine whether VA has reimbursed Office of Worker's Compensation Program for payments made to medical providers for duplicate bills or bills unrelated to the employees' injuries.��Insurance Suspense Account Payments�Determine if management controls over suspended insurance funds are adequate.��

	INFORMATION RESOURCES MANAGEMENT



The use of information resources management is critical to VA decision makers, service providers and care givers in order to provide high quality service to veterans and their families.  VA operates three data processing centers and each of the 173 VAMCs and 58 Veterans Benefits regional offices have a data center.  VA computer systems annually process, account for, and disburse about $20 billion in compensation, pension, and education benefits; about $17 billion for medical care; over $600 million in construction costs, and over $1 billion in general and miscellaneous operating expenses.  Information technology obligations total about $798 million annually.  VA managers use 86 accounting systems/applications to manage VA resources and have classified 61 systems as "A-130 sensitive" (OMB Circular A-130 requires agencies to identify applications processing sensitive data and to certify the adequacy of security safeguards to protect such systems and data).



A primary challenge in information resources management (IRM) is to effectively utilize such resources in an environment where each VA organization has evolved an infrastructure to address its own IRM needs.  This has resulted in fragmented policy development and systems which were developed independently of one another without consideration of sharing of information.  The systems currently (i) do not provide VA management with needed information for effective decision-making, (ii) are not integrated, (iii) are difficult to use and increase the time needed to respond to management and veterans' needs, and (iv) adversely affect the accuracy, relevancy, timeliness, and completeness of VA data.  Information available from the IRM systems is also process rather than results oriented.  Since VA is now developing performance measurement tools to meet the requirements of GPRA, there is a need to ensure more effective IRM systems and reliable data.



Fiscal Year 1997 audits of Information Resources Management operations will focus on the reliability of data  in VA systems development of an integrated personnel/payroll system, and the methods employed to determine whether to purchase or build automated VHA systems.  During FY 1997, the OIG plans to conduct 7 IRM audits.  A description of the 7 projects follows.



�PRIVATE ��	AUDITS OF IRM OPERATIONS

	(CARRIED OVER FROM FY 96 AND IN PROCESS)���	Project Title�	Project Description��Design and Implementation of PAY-VA�Assess the high risk components of the development project including: timeliness, the adequacy and reliability of automated and manual procedures, and controls.��Security at Hines DPC�Evaluate the adequacy and appropriateness of information and system access security controls.��Decentralized Hospital Computer Program (DHCP) Inter-Connectivity �Determine the potential for DHCP to increase its use of commercial technologies. ���

�PRIVATE ��	AUDITS OF IRM OPERATIONS

	(CARRIED OVER FROM FY 96 AND IN PROCESS)���	Project Title�	Project Description��IFCAP, Phase III  �Determine whether: site management controls and system internal controls are sufficient to prevent fraudulent use of the system; security procedures are adequate to prevent inappropriate use, destruction, disclosure, or modification of the system and/or data; backup procedures are adequate; and whether installation of site modifications interfere with system requirements and/or controls.��



�PRIVATE ��	AUDITS OF IRM OPERATIONS

	(NEW STARTS)���	Project Title�	Project Description��*Data Reliability in VA Automated

 Systems





*Review will incorporate suggestion by

 VHA. �Evaluate whether computerized data relied on by VA decision-makers is complete, accurate, and matches source or originating information.��Security Controls for the Integrated Data Communications Utility�Determine whether adequate security controls exist over VA's data systems accessed over the Integrated Data Communications Utility.��Procurement for Computer Hardware and Software-"PCHS/PAIRS"�Determine whether the current procurement for a follow-on contract to NOAVA, is cost effective, meets VA needs, and protects the interests of the government.��









�	ACQUISITION AND MATERIEL MANAGEMENT



The Department has over 6,000 employees who manage acquisition and materiel management activities.  The Office of Acquisition and Materiel Management employs over 400 personnel and is responsible for national contracting, and overseeing the acquisition, storage, and distribution of supplies, services, and equipment used by VA facilities and other Government agencies.  Annually, VA spends over $5 billion for supplies, services, construction, and equipment.



The major issue and challenge in Acquisition and Material Management (A&MM) is taking advantage of VA's full purchasing power.  VA needs to implement an automated system which effectively tracks procurements and achieves the economies of scale which could be realized by standardizing and consolidating purchases.



Expanded audit coverage in procurement and contracting activities, which began in FY 1992, will continue in FY 1997.  The FY 1997 audit strategy for reviews of acquisition program operations will be directed toward top priority issues in the areas of general management, and deterrence of program fraud and abuse.  Major reviews that will begin in FY 1997 include an assessment of VA's consolidation or contracting out of ancillary support services and a review of the administration and pricing of building leases.



During FY 1997, the OIG plans to conduct 6 audits of A&MM programs and operations and 65 contract reviews, as explained below.



�PRIVATE ��	AUDITS OF A&MM PROGRAMS AND OPERATIONS

	(CARRIED OVER FROM FY 96 AND IN PROCESS)���	Project Title�	Project Description��*Building Leases



*A VBA suggestion will be incorporated

 into this in-process review.�Determine if optimal use is made of lease arrangements to obtain space, and lease terms are appropriate.��**Pharmaceutical Prime Vendor�Determine the effectiveness and efficiency of centralized contracting for pharmaceuticals.��**Handling/Disposal of Excess Equipment �Determine the effectiveness and efficiency of the handling and disposal of excess equipment.��Sole Source Contracts�Determine if sole source contracts met the criteria established in procurement regulations.��

**Projects started in FY 1996 that were not included in the FY 1996 Operations Plan



��PRIVATE ��	AUDITS OF A&MM PROGRAMS AND OPERATIONS

	(NEW STARTS)���	Project Title�	Project Description��Utilization of Enhanced-Use Lease Authority�Determine if: (i) VA has or could benefit from enhanced use lease of VA property; and, (ii) contracts and management controls are adequate to protect the interests of the government and prevent abuse.��*Use of Government Credit Cards









*Review will address suggestions by VHA

 and Office of Human Resources and

 Administration.�Determine whether: (i) VA's use of credit cards has improved the efficiency and effectiveness of small purchase procurements and employee travel; (ii) VA is in compliance with applicable laws and regulations; and (iii) appropriate management controls are established.��

	CONTRACT REVIEWS



The planning strategy for FY 1997 for the OIG's Contract Review and Evaluation Division focuses on conducting:  (1) preaward reviews of Federal Supply Schedule (FSS) proposals, (2) postaward reviews of FSS contracts, and (3) drug pricing reviews to assure compliance with the pricing provisions of P.L. 102-585, "Veterans Health Care Act of 1992."



A description of the purpose of these reviews and the number and types of reviews planned during FY 1997 follows.



PREAWARD REVIEWS OF FSS PROPOSALS



To determine if the offeror's:  (i) pricing and sales data disclosed in the FSS offer are accurate, complete and current, and (ii) proposed FSS prices/discounts are equal to or better than those offered to its most favored customers.



POSTAWARD REVIEWS OF FSS CONTRACTS



To determine if (i) the contractor submitted accurate, complete and current pricing and sales data to the VA contracting officer as required by terms of the contract; (ii) any price reductions granted to customers other than the Federal agencies during the government's contract period resulted in equivalent price reductions to the Government as required by contract terms; and, (iii) the industrial funding fee remitted to VA by the contractor is accurate.





PUBLIC LAW 102-585 DRUG PRICING REVIEWS



To determine if drug manufacturers complied with the provisions of Public Law 102-585 in calculating their federal ceiling prices and included all appropriate covered drugs on FSS contracts.



PREAWARD REVIEWS OF FSS PROPOSALS



The OIG plans to conduct 7 preaward reviews during FY 1997.  VA's National Acquisition Center will provide the proposals to be reviewed, which may be more or less than the 7 planned.



POSTAWARD AND DRUG PRICING REVIEWS



The OIG plans to conduct 32 postaward reviews of FSS and other contracts and 26 Public Law 102-585 drug pricing reviews of pharmaceutical contracts.  The reviews planned are comprised of 47 carryover projects (identified below) and 11 new projects. 



�PRIVATE ��	POSTAWARD REVIEWS OF FSS AND OTHER CONTRACTS

	(CARRIED OVER FROM FY 96 AND IN PROCESS)���Ciba-Geigy Corporation

Sandoz, Inc.

Pfizer, Inc.

Kendall Healthcare

Amgen, Inc.

Carl Zeiss, Inc.

Zimmer, Inc.

Abbott Laboratories, Inc.

Glaxo Wellcome

IVAC

Karl Storz

Squibb U.S. Pharmaceuticals Group

Rhone-Poulenc Rorer Pharmaceuticals

Boehringer

Zeneca

�3M Healthcare

North American Drager

Epoetin Alpha Product Review

Olympus America Corporation

Midmark Corporation

Protocol Systems

Pharmaceutical Prime Vendor Billing

  System Survey

Guardian Products

Ortho Pharmaceutical

AmeriSource

Organon, Inc.��















�PRIVATE ��	PUBLIC LAW 102-585 DRUG PRICING REVIEWS

	(CARRIED OVER FROM FY 96 AND IN PROCESS)���Janssen Pharmaceuticals, Inc.

SmithKline Beecham Pharmaceuticals

Amgen, Inc.

Eli Lilly

Zeneca

Organon, Inc.

Glaxo Wellcome

Baxter

McNeil Pharmaceutical

Reed & Carnrick

Ortho Diagnostic

Ortho Pharmaceutical



�Ciba-Geigy Corporation

Sandoz, Inc.

Tap Pharmaceuticals

Parke-Davis

Pfizer, Inc.

Schein Pharmaceutical, Inc.

Ortho Biotech

Mallinckrodt Medical

Hoechst Roussel

��
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