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FOREWORD

The FY 1999 Office of Inspector General (OIG) Operations Plan is a product of the OIG strategic
planning process. The purpose of the plan is to inform Congress and VA management about the audits,
health care inspections, and contract reviews that will be initiated during the fiscal year.

To develop the plan, we focused on long-term general goals established when we developed our Strategic
Plan for FY’s 1998 - 2003, required by the Government Performance and Results Act of 1993 (GPRA),
and issued in September 1997. We also requested input from VA management, Congressional offices,
and veterans’ service organizations to ensure that projects selected address issues that are important to
VA, Congress, and the veterans we serve.

The plan includes 177 projects, with 115 of the projects comprised of contract reviews planned to be done
in consultation with VA contracting officers and program managers. Of the 62 projects remaining, 27
(44 percent) address suggestions received, recognizing our need to assist VA managers in accomplishing
their goals, while continuing to select projects that address high priority concerns.

The projects in the plan are aimed at improving the management of VA programs in order to provide
veterans with more cost effective and efficient services, including four projects that assess VA’s
compliance with GPRA requirements on customer service and complaint handling. Collectively, the
plan focuses on program performance and ways to ensure the best use of government resources. The
projects cover a wide-range of VA activities in order to assist the Department as it focuses on
performance, program results, and quality services.

The FY 1999 OIG Operations Plan is a living document. Throughout the fiscal year, projects may be
revised or added based on input from VA managers, Congressional members, or other factors.

RICHARD J. GRIFFIN
Inspector General
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I. INTRODUCTION

The Office of Inspector General (OIG), Department of Veterans Affairs (VA) is firmly committed
to improving VA's policies, programs, and procedures as a viable means of providing the best
possible services to our nation's veterans. The OIG Mission Statement lays the foundation for
what the OIG strives to accomplish, as follows:

OIG MISSION STATEMENT

The Office of Inspector General (OIG) is dedicated to helping the
Department of Veterans Affairs (VA) ensure that veterans and
their families receive the care, support, and recognition they have
earned through service to their country. The OIG strives to help
VA achieve its vision of becoming the best managed service
delivery organization in government. The OIG continues to be
responsive to the needs of its customers by working with the VA
management team to identify and address issues that are
important to them and the veterans served.

In performing its mandated oversight function, the OIG conducts
audits, healthcare inspections, investigations, special inquiries,
and contract reviews to promote economy, efficiency, and
effectiveness in VA activities, and to detect and deter fraud, waste,
abuse, and mismanagement. @ The OIG's oversight efforts
emphasize the goals of the National Performance Review and the
Government Performance and Results Act for creating a
government that works better and costs less. Inherent in every
OIG effort are the principles of quality management and a desire
to improve the way VA operates by helping it become more
customer driven and results oriented.

The OIG will keep the Secretary and the Congress fully and
currently informed about issues affecting VA programs and the
opportunities for improvement. In doing so, the staff of the OIG
will strive to be leaders and innovators, and perform their duties
fairly, honestly, and with the highest professional integrity.

To accomplish this mission, the OIG has implemented a strategic planning process described
below that is designed to identify the key issues facing the Department and to focus available
resources on the most problem-prone areas. In addition to addressing key issues facing the
Department, the projects selected for this year's plan cover a wide range of managerial,
operational, and administrative issues. Most of the projects delineated in the plan are national in
scope and are designed to identify opportunities for systemic improvement.



STRATEGIC PLANNING

OIG’s strategic intent is to become a positive force in helping VA management and Congress
improve the efficiency, effectiveness, and integrity of VA’s programs and activities. To
accomplish this intent, the OIG has developed and implemented a strategic planning process. The
purpose of this process is to develop a comprehensive approach to performance management,
with a focus on improving overall performance and impact within allocated resources, and on
helping VA achieve its goals. It is an ongoing process that takes into consideration the changing
priorities of all OIG stakeholders, including the Secretary, all VA Administrations and staff
offices, Congress, the Office of Management and Budget (OMB), and the President's Council on
Integrity and Efficiency (PCIE).

As part of the strategic planning process, and to comply with the Government Performance and
Results Act (GPRA) of 1993, the OIG issued the OIG Strategic Plan (FY 1998-2003) in
September 1997. This plan includes the following Long-Term General Goals to set the strategic
direction for the OIG and provide the basis for helping VA achieve its goals, consistent with OIG
independence:

OIG LONG-TERM GENERAL GOALS

e Achieve and maintain a fully integrated and collaborative planning process that
ensures OIG oversight efforts address significant, high priority issues.

e  Consistently provide high quality and timely reports and other products that
identify systemic opportunities to improve economy, efficiency, effectiveness, and
integrity of VA programs and activities, consistent with VA’s goals.

e Deliver administrative and management support services in a timely and effective
manner to help ensure the efficient operation of the OIG.

e  Ensure OIG resources and processes are managed in a cost-effective manner in
support of all operational activities and administrative support services.

e  Exceed customer expectations.
e  Maintain a diverse, skilled, and motivated workforce in an environment that
Jfosters accountability, open communication, teamwork, and professional

development.

The FY 1999 OIG Operations Plan was developed with the OIG Mission Statement and OIG
Long-Term General Goals in mind.



OIG STAFFING AND BUDGET

Assumed OIG staffing estimates for FY 1999 are as follows:

OFFICE ALLOCATED
FTE
Inspector General's Office 4
Office of Counselor 4
Office of Investigations 80
Office of Audit 170
Office of Healthcare Inspections 20
Office of Departmental Reviews and
Management Support *45
TOTAL 323

* Does not include 23 reimbursable FTE.
OIG OPERATIONAL PROCESSES

OIG reviews of VA operations are conducted by one of four offices. A description of these
offices and the types of reviews they conduct follows.

» The Office of Investigations conducts investigations of alleged fraud, and other
criminal activities affecting VA's programs and operations. Examples include
procurement and antitrust, bribery, kickbacks, theft of Government property,
illicit drug activities, and irregularities in the home loan guaranty program.

 The Office of Audit conducts financial and performance audits, program
evaluations, and special reviews, which address the information and analysis
needs of the Congress, the Secretary, and VA program officials. Audits and
evaluations address the effectiveness with which benefits and services are
provided to veterans and dependents, and the economy and efficiency of VA
operations. The Office also identifies fraud, waste, or abuse where it may exist
in VA programs, and assists management in promoting integrity in VA program
operations.

* The Office of Healthcare Inspections conducts inspections of patient care and
quality assurance issues and conducts evaluations of VHA health care programs
and consultative reviews of individual VA medical center operations. This
office also has oversight responsibility for VHA's Office of Medical Inspector
and its broad spectrum of health care quality management programs.
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* The Office of Departmental Reviews and Management Support includes two
Divisions, with the work performed as follows:

- The Contract Review and Evaluation Division conducts contract pre- and
post-award reviews of individual Federal Supply Schedule (FSS) proposals
and contracts and performs drug pricing compliance surveys and reviews of
drug contracts awarded under the provisions of FSS and Public Law 102-
585. Division auditors also conduct postaward reviews of contracts awarded
by VA Central Office Acquisition Operations and Analysis Service. The
Division staff also reviews, evaluates and processes contract reports
prepared for VA by the Defense Contract Audit Agency and the Health and
Human Services OIG.

- The Hotline and Special Inquiries Division is the focal point for receiving
and determining the action to be taken on allegations received through the
OIG Hotline, with all the work reactive in nature. The Hotline section
processes some 20,000 contacts annually, mostly from veterans, VA
employees, and Congressional sources. Some Hotline cases are assigned to
the other three operational OIG offices. However, because the OIG does
not have adequate resources to independently look into all Hotline matters,
many cases are referred to impartial VA components having jurisdiction.
The Special Inquiry section responds to Hotline allegations that are
generally time sensitive, limited in scope, and involve allegations of
misconduct and/or mismanagement by high ranking officials.

The OIG organization chart, which shows the four Assistant Inspector Generals responsible for
these offices, as well as all other OIG functions, is presented on the next page. Section II,
which follows, provides a detailed explanation of the projects planned during FY 1999 and the
objectives of the projects by VA’s four major organizations.
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II. FISCAL YEAR 1999 PLAN

DEVELOPMENT OF FY 1999 PLAN

Prior to beginning development of the Fiscal Year 1999 Plan, we requested Congressional
committees, veterans’ service organizations, and VA’s major program offices to provide their
suggestions for audit, investigative, inspection, and contract review work. Of 93 suggestions
received, 2 suggestions are being addressed by an in-process OIG investigation, 1 suggestion is
being addressed by a hotline inquiry, and 21 suggestions are, or are planned to be, addressed by
the projects included in this Plan. The project descriptions identify the suggesting office, with 9
recommended by VA offices, 10 by Congressional/ OMB offices, and 5 by veterans’ service
organizations.

FOCUS OF FY 1999 PLAN

As we developed our FY 1999 Plan, we wanted to focus on the current issues and challenges
facing VA. In our opinion, the following challenges are some of the highest priorities facing VA
today:

. 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 VA and 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, elderly patients, and chronically ill
patients.

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



OIG resources dedicated to accomplishing our FY 1999 Plan will therefore focus on these issues.
The distribution of OIG resources by major functional area is shown below.

OIG RESOURCE DISTRIBUTION FOR FY 1999 PROJECTS

The OIG plans to conduct 177 projects during FY 1999. The following chart shows the number
of projects and planned staff days by administration and major function - the Veterans Health
Administration (VHA), the Veterans Benefits Administration (VBA), the National Cemetery
System (NCS), Office of Management (OM), and the Office of Information and Technology
(OI&T).

VA ORGANIZATION/ NO. OF NO. OF PLANNED
FUNCTIONAL AREA PROJECTS STAFF DAYS
VHA
Healthcare 29 7,700
Construction Mgmt. 1 300
VBA 13 2,850
NCS 1 100
oM
Financial Mgmt. 6 11,500
Acquisition 10 4,500
Contract Reviews 115 4,700
OI&T 2 650
TOTAL 177 32,300




PLANNED FY 1999 PROJECTS BY VA ORGANIZATION

The planned inspection, audit, and contract review projects, as well as both reactive and proactive
investigations, will address programs and operations in VA's three administrations - Veterans
Health Administration, Veterans Benefits Administration, and National Cemetery System - and
the Office of Management. The 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 1999 projects,
and the specific projects planned to be conducted.

VETERANS HEALTH ADMINISTRATION

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 1999, VHA will provide health care and related services to an estimated 3.4 million
veterans. VHA will spend about $18 billion and employ a workforce of over 180,000 people in
172 hospitals, 673 outpatient clinics (includes independent, satellite, community-based, and rural
outreach clinics), 40 domiciliaries, and 132 nursing home units.

Health Care Operations

VHA'’s field organization consists of 22 medical center groups called Veterans Integrated Service
Networks (VISNs). The VISN structure promotes the expansion of community-based access
points for primary care, and places decision-making closest to those affected by the decisions, in
order to increase stakeholder involvement. VISNs continue the shift to ambulatory and non-
institutional care that 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 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) ensuring that the highest quality health
care is provided, (v) meeting its education mission while improving affiliation agreements and
reducing related VA costs, (vi) reevaluating the research mission in view of scarce budgetary
resources, and (vii) effectively coordinating with the Department of Defense (DOD), including
sharing medical resources and providing back-up coverage to DOD when needed.




Construction Management Operations

VHA is also responsible for managing VA facility operations. During FY 1998, 125 employees
managed the construction and maintenance of VA buildings, including 79 ongoing construction
projects that will cost at least $2.7 billion when completed, and management of real property
valued at about $12.1 billion. In the past, VA has been criticized for over building hospital
capacity. Significant issues facing VHA are the need to continue efforts to: (1) 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 1999, the OIG plans to conduct 17 healthcare inspections, 12 audits of healthcare

programs and operations, and one 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 1999 healthcare inspections, program evaluations, and quality assistance
(QPA) reviews will be to evaluate and, as appropriate, recommend actions to improve specific
treatment processes in selected medical facilities; and to evaluate nationwide medical care
programs administered or funded by VA. We will also assess the degree to which selected
VAMCs are contributing to VHA’s ability to accomplish its mission of providing reasonably
priced, high quality, accessible health care to the greatest possible number of eligible veterans.
We will perform several proactive program evaluations, quality assistance program reviews, and
inspections of individual episodes of patient care, in consultation with VHA providers and
program officials, in order to help strengthen health care delivery. We will continue to focus on
reactive efforts to address allegations concerning individual cases of medical care. We 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 continuing to be a notable change agent in American medicine.

Following are the 17 healthcare inspections projects planned during FY 1999, and a description
of the objectives of each of the projects.

10



HEALTHCARE INSPECTIONS
(CARRIED OVER FROM FY 98 AND IN PROCESS)

Project Title

Project Description

Evaluation of VAMCs' Assessment
Quality of Care Provided in Sta
Veterans’ Homes

lenspections that VAMCs do in the area of
treatment State Veterans’ Homes provide to
sponsored patients.

pReview the intensity of quality assurance oversnght

he
A_

*Evaluation of VHA’'s Traumatic Brairn
Injury (TBI) Program

*Review addresses a request from
Senate Committee on Veterans’ Affairg

Review the evolution and current status of VH
traumatic brain injury program, including

associations with military medicine and the priv
tleector, and interactivity between VA TBI refer
.centers and other VAMCs.

b

'S

ate
al

Nationwide Review of VHA Clinicians
Responses to, and Management
Selected Unusually High and Lo
Clinical Pathology Values

Determine the prevalence of unusually high

level procedures to address and follow-up on
values and treat the patients.

Evaluation of VHA’s Hospice Car
Program

eExplore and evaluate VHA's emerging Hosp

and Palliative Care programs to deter
compliance with JCAHO standards, and
effectiveness of involved employees in manag
terminal patients’ severe pain.

*Assessment of VHA’s Implementatig
of Clinical Guidelines on Diabetd
Mellitus

*Review addresses a request from
Paralyzed Veterans of America.

<linical guideline for the treatment of diabe
mellitus, and assess the degree to which

guideline is being implemented by VA cliniciang.
the

hnd

¢dw patient blood glucose, and other laboratpry
west values in VAMCs, and assess local and VI

SN-
the

ce
ne

the

ing

rDetermine whether VHA has developed a clear

es
the

11



HEALTHCARE INSPECTIONS
(CARRIED OVER FROM FY 98 AND IN PROCESS)

Project Title

Project Description

*Evaluation of Long-Term Care (LTQ
Patient Discharge Planning and Patiel
Access to Alternative  Treatme
Resources

*Review will address a suggestion frg
the Veterans of Foreign Wars.

)Study the LTC discharge planning process
sample of VAMCs to assess the extent to w
ntlinicians ensure that patients have ready acce

m

)

alternative long-term health treatment resourcep

ta
ich
5S to

D.

*Evaluation of VHA’'s  Quality
Management Resource Commitment

*Review will address a request from t

Senate Committee on Veterans’ Affairg.

Conduct a Nationwide study of the staffi
committed at least half time to VHA quali
management program at the VA Headquar
N¥ISN, and VAMC levels.

9
y
rs,

*Evaluation of External VHA
Accreditation and Peer Review Proces

*Review will address a request from t
Paralyzed Veterans of America.

Review quality and effectiveness of seleg
segternal review processes in  ensuring
provision of high quality patient care in VA heal
heare facilities.

ted
ithe
th

*Evaluation of the Effectiveness ¢
VHA’'s Patient Safety Improvemer
Policy

*Review will address a request from t
House Veterans' Affairs Committee.

bfReview the effectiveness of Patient
nimprovement Policy implementation in the cont
of two similar sentinel events at two VAMCs.

ne

Salfety

pXt

Effectiveness of the Office of Medic
Inspector

nEvaluate various aspects of Medical Inspe
operations as required by Public Law 100-322.

ctor

VHA Quality Management Oversight

Oversee the efficiency and effectiveness of
aspects of VHA’s quality management progr

rious
ms

as required by Public Law 100-322.

12



HEALTHCA

RE INSPECTIONS

(NEW STARTS)
Project Title Project Description
*Assessment of the Quality andExamine a special needs population to asses

Appropriateness of VHA's Primary Ca
Programs for Veterans with Spec
Emphasis Needs, especially POWs

*Review addresses a request from
Senate Committee of Veterans Affairs.

reeffects of access and an emphasis on Primary
aervices.

the

5 the
Care

Evaluation of VHA's Policies an

Practices for Managing Patient at Risk

Choking and/or Aspiration

HEvaluate VAMCs’ policies and procedures
adentifying and treating patients who are at risk

from inhaling unswallowed food or fluid

and obtunded patients are adequately fed.

choking and/or developing aspiration pneumd

or
for
nia

5,

including methods to ensure that severely infirm

*Evaluation of VHA’s Management andevaluate VAMCSs' policies and procedures

Prevention of Violence in its Outpatie
Clinics and Other Outpatient Areas

*Review will address a request from t

Senate Committee on Veterans’ Affairg.

nidentifying and tracking patients who have viol
tendencies.

ne

or
2Nt

Evaluation of VHAs Use of Needlele
or Shielded Needle Systems

sReview of the number of VA healthcare faciliti

systems in order to reduce clinician finger sti
with resultant OWCP or tort claims due
workplace incurred injuries or illnesses.

that have employed needleless or shielded n¢g

*Review the Impact of New VA Policie
on Organ Donor Lists, Dialysis Patie
Services, and Disparate Treatment
Minorities.

*Review will address a request fro
Congressman Towns.

sReview the waiting times for
dfalysis services that result from revised Vi
policies, and determine if these changes affe
the treatment of minority patients.

m

specializg
nreatment, including organ transplantation, @nd

1A
cted

*Quality Program Assistance (QPA
Reviews

*One QPA will be at VAMROC Togus
ME to address a suggestion from |
Maine Congressional Delegation.

AConsultative assessments of medical/clin
operations at a random selection of VAMCs
determine their posture in meeting the goals of
,providing high quality care (2) in an accessible,
heost-effective manner, (4) to the greatest posg

jcal

to
(1)
(3)
ible

number of eligible patients.
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AUDITS OF HEALTHCARE PROGRAMS AND OPERATIONS

The strategy for FY 1999 audits and 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 1999, 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 clients and stakeholders. During FY
1999, 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, the accuracy of
data used to report program results, and management of fee medical services. The following 12

audit projects are planned during FY 1999.

AUDITS OF HEALTHCARE PROGRAMS AND OPERATIONS
(CARRIED OVER FROM FY 1998 AND IN PROCESS)

Project Title

Project Description

Advanced Food Processing and Deliv
Systems (AFPDS) and Advanced Delivg
System (ADS)

fiyetermine the need for, and benefits
2iternative food preparation/delivery systems.

of,

VISN Implementation of VHA Goals an
Objectives

dAssess the effectiveness and efficiency
selected VISNs in addressing VHA
organizational goals and objectives.

of

*VHA Information Systems

*Review will address a suggestion frg
the House Veterans' Affairs Committ
and OMB.

Examine the different approaches to Deci
Support System product line costing am
nNvISNs and the effect on estimating patient g
PEOSts.

ion
ng
are

*Data Validity 1l — VHA

*Review will address a suggestion frg
the Senate Committee on Vetera
Affairs and OMB.

Validate the accuracy and reliability of selec

nhe Government Performance Results

NEGPRA).

ed

VHA performance measures in accordance \ith

Act

Radiology Activities

Determine whether radiology services
provided in the most economical and effici
manner.

are
Nt

Emergency Management Strategic Hed
Group (EMSHG)

hlPetermine whether the mission of EMSHG
appropriate and whether EMSHG is effectivi

IS
2y

organized, staffed, and directed.
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AUDITS OF HEALTHCARE PROGRAMS AND OPERATIONS

(NEW

STARTS)

Project Title

Project Description

*VA Medical and Regional Office Cente
Togus, Maine

*Review will address a suggestion from {
Congressional Delegation from the Statq
Maine.

r Evaluate overall facility operations.

he
of

*Data Validity IV — VHA

*Review will address a suggestion from {
Senate Committee on Veterans’ Affairs g
OMB.

Validate the accuracy and reliability of selec

hihe Government Performance Results

NGPRA).

ed

VHA performance measures in accordance \ith

Act

*Data Validity V — VHA

*Review will address a suggestion from
Senate Committee on Veterans’ Affairs g
OMB.

Validate the accuracy and reliability of selec

hihe GPRA.
nd

ed

VHA performance measures in accordance \ith

*VISN Implementation of VHA Goals an
Objectives I

*Review will address a suggestion frg
VHA.

dContinuing the assessment of the effective
and efficiency of selected VISNs in addres
VHA'’s organizational goals and objectives.
m

ess
ng

Fee-Basis Medical Claims

Determine whether: (i) VA-paid services wq
actually provided, (ii) provider bills wef

re
e

accurate, and (ii) providers have not bg¢en

debarred or convicted of submitting fraudulgnt
claims to Medicare or private insurance
companies.

*Medical Center Investments
Ambulatory Care Infrastructure

*Review will address a suggestion frg

InDetermine the degree to which savings resu

from reductions in inpatient care infrastruct
have been reinvested in outpatient care
rambulatory care infrastructure.

'JE

ing
re
and

VHA.

15



AUDITS OF CONSTRUCTION MANAGEMENT OPERATIONS

During FY 1999, the OIG plans to conduct one review of construction management operations.

AUDIT OF CONSTRUCTION MANAGEMENT OPERATIONS
(CARRIED OVER FROM FY 1998 AND IN PROCESS)

Project Title

Project Description

Planning for Minor Construction arf
Maintenance Projects

(Evaluate the management of minor construc

and maintenance projects.

INVESTIGATIONS

During FY 1999, 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

- workers’ compensation fraud

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.

16
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VETERANS BENEFITS ADMINISTRATION

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 $23 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 re-engineer its business activities. Among the
options for VBA to consider are downsizing and restructuring VBA operations, including
consolidation and/or reorganization of functions and work units in VA Central Office and in the
field.

AUDITS OF VBA PROGRAMS AND OPERATIONS

The strategy for FY 1999 audits of veterans benefits programs focuses on 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, loan guaranty, and insurance. During
FY 1999, the OIG plans to conduct 13 audits of VBA programs and operations, as follows.

AUDIT OF VBA PROGRAMS AND OPERATIONS
(CARRIED OVER FROM FY 1998 AND IN PROCESYS)

Project Title Project Description
VBA Quality Review System — Vocational | Determine whether VBA’s quality review system
Rehabilitation and Counseling Service effectively identifies and addresses deficiencies.

VBA Quality Review System - Loan | Determine whether VBA’s quality review system
Guaranty Service effectively identifies and addresses deficiencies.

Home Loan Defaults by Geographical Area Identify geographic areas with high rates o
loan default, and evaluate causes.

home

VBA Insurance Program  Suspens€o determine whether adequate safeguards ex|

st to
and

Accounts detect or prevent irregular disbursements

economy and efficiency of administeri

whether opportunities exist to improve l[\e

g

payments suspended for extended time periody.
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AUDIT OF VBA PROGRAMS AND OPERATIONS
(CARRIED OVER FROM FY 1998 AND IN PROCESS)

Project Title

Project Description

Benefit Payments to Incarcerated Veterar

'S

veterans are incarcerated and
properly reduced.

Determine if VBA procedures are suffic
ensure that VA Regional Offices are notified wh

ent to
en

if benefits | are

*Implementation of GPRA in VBA

*Review will address a suggestion
Office of Policy and Planning.

frq

Assess VBA’s implementation
including establishment

mchievements under GPRA.

of customer
standards, complaint handling systems, and VH

of GPRA,
servjce

A’S

*Mortgage Underwriting Practices - [ Assess compliance with VA underwritifig
Countrywide Funding Corporation standards.

*Review will address a suggestion frgm

VBA.

*Mortgage Underwriting Practices - | Assess compliance with VA underwritifig
Carolina Mortgage standards.

*Review will address a suggestion frgm

VBA.

*Mortgage Underwriting Practices - | Assess compliance with VA underwritifig
SouthTrust Mortgage Corporation standards.

*Review will address a suggestion frgm

VBA.
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AUDIT OF VBA PROGRAMS AND OPERATIONS
(NEW STARTS)

Project Title

Project Description

Consistency of Disability Rating Decisions

Determine if rating decisions are consistent ampng

VA regional offices.

ical

*Accuracy of Pension Payments Determine accuracy of pensioner reported meg
expenses.

*Review will address a suggestion frgm

VBA.

*Underwriting by Targeted Mortgage | Assess compliance with VA underwritifig

Lenders standards.

*Review will address a suggestion frgm

VBA.

age

*Summary Report Mortgage Lenders | Provide an overview of prior audit finding
Underwriting observations, and conclusions relating to mortg
lenders underwriting.
*Review will address a suggestion frgm
VBA.
INVESTIGATIONS

During FY 1999, major proactive and reactive resource expenditures will continue in the

following VBA areas:

large scale loan origination fraud,

fiduciary fraud, and

equity skimming involving multiple properties,

major fraud in the compensation and pension benefits programs.
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NATIONAL CEMETERY SYSTEM

The mission of VA’s National Cemetery System (NCS) is to serve our nation’s veterans with

compassion and dignity. The goal of NCS is to inter eligible veterans and family members with
honor and dignity and maintain national cemeteries as national shrines. During FY 1998, NCS
interred an estimated 76,200 veterans and family members. During FY 1999, NCS will spend
approximately $92 million and employ a work force of about 1,375 to operate 115 national

cemeteries as well as 34 soldiers’ lots, monument sites, and Confederate cemeteries.

AUDIT OF NCS OPERATIONS

During FY 1999, the OIG plans to conduct one review of NCS operations.

AUDIT OF NATIONAL CEMETERY SYSTEM
PROGRAMS AND OPERATIONS
(CARRIED OVER FROM FY 1998 AND IN PROCESS)

Project Title Project Description

Data Validity III - NCS Validate the accuracy and reliability of NS
performance measures in accordance with | the
Government Performance Results Act (GPRA).
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OFFICE OF MANAGEMENT

The Office of Management has oversight responsibility for two major VA functions:

» Financial Management
e Acquisition and Materiel Management

During FY 1999, the OIG plans to conduct 6 audits of financial management operations, 10 audits
of acquisition and materiel management operations, and 115 contract reviews. The following
describes these two major VA operations, the issues and challenges facing each operation, our
audit strategy, and specific projects planned.

Financial Management

The mission of the Office of Financial Management is to: (i) provide stewardship over VA
resources in concert with VA managers; and (ii) support the Department by formulating financial
management and reporting policies and plans, analyzing and evaluating service delivery, and
maintaining and enhancing Department financial information systems. VA managers use the
Financial Management System (FMS), VA’s core financial system, for managing VA resources.
Twelve financial applications interface with FMS along with 19 mixed program financial systems
with 52 applications. Approximately 3,800 staff are employed in financial management positions
in VA Central Office and field facilities. About 400 employees are assigned to the Assistant
Secretary for Management (ASM), who is designated the Department's Chief Financial Officer
(CFO), and the remaining 3,400 employees are assigned to VA program activities. These
employees have stewardship responsibilities over an annual budget of approximately $42 billion
and assets totaling about $46 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. As a consequence, VA
systems are not fully integrated or interoperable, and the Department does not have access to
reliable cost or operational data. The large number of diverse services in VA, and the existence
of fragmented information systems, has impeded development of effective performance measures.

AUDITS OF FINANCIAL MANAGEMENT OPERATIONS

The strategy for FY 1999 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 and Government Performance Act audit requirements for Federal financial
statements. The FY 1998 financial statement audit will be the major component of the audit
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program during FY 1999, complemented by national audits of several key financial management
issues that will support the financial statement audit. We will also start the FY 1999 financial

statement audit during the second half of FY

1999.

Areas receiving emphasis in the financial statement audits will include data processing, payment

processing, accounts receivable, and property controls.

During FY 1999, the OIG plans to

conduct 6 financial management audits as described below.

AUDITS OF FINANCIAL MANAGEMENT OPERATIONS
(CARRIED OVER FROM FY 1998 AND IN PROCESYS)

Project Title

Project Description

VA's Fiscal Year 1998 Consolidate
Financial Statements

Mdetermine whether VA’'s consolidated finang
statements fairly represent the VA’'s finan
position, the adequacy of internal controls,

t.

compliance with applicable laws and regulation

al

D.

*Income Verification Match

*Review addresses a suggestion from
American Legion.

Determine the impact that erroneous so
security numbers (SSNs) have on VHA's ability
thalidate veterans’ eligibility for free medical ca
and recover costs of care provided to veterans
exceed income thresholds.

cial
to
€,
who

AUDITS OF FINANCIAL MANAGEMENT OPERATIONS

(NEW STARTS)
Project Title Project Description
VA's Fiscal Year 1999 Consolidat¢determine whether VA’s consolidated finangjal
Financial Statements statements fairly represent the VA's finandial
position, the adequacy of internal controls, and

compliance with applicable laws and regulatior

S.

VA Debt Management Center
Collection Activities

(DM

CPetermine whether the DMC is: (i) pursuing
reasonable debt collection avenues to maxin
collections, (ii) collecting from Federal employ
debtors by establishing deductions from Fed
salary, (iii) using appropriate criteria to write-
debts, and (iv) implementing the 1996 D
Collection Improvement Act.

all
nize
pe
ral
ff
pbt

VA’s Regional Counsel Debt Collection

Determine whether Regional Counsels effectiy
collect debts referred by VBA.

ely

Medical Care Collection Fund (MCCF)
Write Offs and Adjustments

Review VHA's debt management procedu
with particular focus on the propriety of decisig
to liquidate MCCF billings by write off
contract adjustment.

es
ns

|
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Acquisition and Materiel Management

The Department has over 4,000 employees who manage acquisition and materiel management
activities. The Office of Acquisition and Materiel Management (A&MM) employs over 350
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. VA spends over $5.5 billion annually for supplies, services, construction, and
equipment.

The major issue and challenge in A&MM is taking advantage of VA's full purchasing power by

tracking procurements, managing inventory, and obtaining economies of scale by standardizing
and consolidating purchases.

AUDITS OF A&MM PROGRAMS AND OPERATIONS

Expanded audit coverage in procurement and contracting activities, which began in FY 1992, will
continue in FY 1999. The FY 1999 audit strategy for acquisition program operations will be
directed toward priority issues in the areas of general management, and deterrence of program
fraud and abuse including evaluation of VA procurement initiatives, controls over usage of
pharmaceuticals and engineering supplies, procurement of durable equipment, and procurement
and distribution of prosthetics and sensory aid devices.
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During FY 1999, the OIG plans to conduct 10 audits of A&MM programs and operations.

AUDITS OF A&MM PROGRAMS AND OPERATIONS
(CARRIED OVER FROM 1998 AND IN PROCESS)

Project Title

Project Description

Medical Center Usage of Medical a
Operating Supplies

nAssess inventory management, accounting, and
of medical operating supplies.

sage

Procurement Initiatives for the
Department’s Integrated Data
Communications Utility (IDCU)

Telecommunication Support

Evaluate the current contract and planned con
replacement efforts for the Department’'s ID
telecommunication support for network interfg
facilities.

ract
U
ce

*Use of Government Credit Cards f
Small Purchases

*Review addresses a suggestion from
House Veterans’ Affairs Committee a
VHA.

pDetermine whether: (i) VA’s use of credit cards

improved the efficiency and effectiveness of sn
purchase procurements and employee travel; (ii)
tieein compliance with applicable laws and regulatiqg
ndnd (iii) appropriate management controls
established.

nas
nall

VA
ns;
are

VAMC Management of Personn

Quarters

eEvaluate how effectively VAMCs manage employ
quarters and whether continued capital investme

ee
Nt in

quarters is justified.
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AUDITS OF A&MM PROGRAMS AND OPERATIONS
(NEW STARTS)

Project Title

Project Description

Inventory Management — Pharmaceuticals

Determine if pharmacy inventory levels and
expenditures can be further reduced, and if drug
accountability material weaknesses have been
corrected.

Procurement of Durable Equipment

Evaluate the economy and efficiency of the
procurement of durable medical equipment.

VA Procurement Initiatives

Evaluate planning and execution of procure
economy of operations, and the reliability of d

used in negotiating prices for goods and services.

ment,
ata

*Utilization of Enhanced Use Leases

Determine if VA has or could benefit from
enhanced use lease of VA property and, if

*Review addresses a suggestion from NCé&ntracts and management controls are adequate to

protect the interests of the government and prevent
abuse.

Inventory Management - Engineering | Assess inventory management, accounting, and
Supplies usage of engineering supplies.
Procurement and  Distribution  of | Determine if current prosthetics procurem

Prosthetics and Sensory Aid Devices

practices are the most economical in secu

2Nt
ring

prosthetics and sensory aids for veterans.

CONTRACT REVIEWS AND SURVEYS

The planning strategy for FY 1999 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 and other contracts, (3) drug pricing compliance surveys to determine

the adequacy of contractor policies and

procedures to assure compliance with the pricing

provisions of P.L. 102-585, "Veterans Health Care Act of 1992" and (4) drug pricing reviews to
assure compliance with the pricing provisions of P.L. 102-585, "Veterans Health Care Act of

1992."
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A description of the purpose of these reviews and surveys planned during FY 1999 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; (il) 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 COMPLIANCE REVIEWS AND SURVEYS

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.

During FY 1999, the OIG plans to conduct 115 reviews and surveys, as explained below.

PREAWARD REVIEWS

The OIG plans to conduct 31 preaward reviews of FSS proposals during FY 1999, including 6
carryover assignments. The VA's National Acquisition Center will provide the proposals to be
reviewed, which may be more or less than the 31 anticipated.

POSTAWARD REVIEWS AND DRUG PRICING REVIEWS AND SURVEYS

The OIG plans to conduct 26 postaward reviews of FSS and other contracts, 16 Public Law 102-
585 reviews of pharmaceutical contracts, and 42 Public Law 102-585 drug pricing surveys. The
planned reviews consist of 23 carryover projects (identified on the next page) and 61 new projects
(not identified).
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POSTAWARD REVIEWS OF FSS AND OTHER CONTRACTS
(CARRIED OVER FROM FY 98 AND IN PROCESS)

Project Title Project Title
Alliant Mallinckrodt
Midmark Teva
Review of Industrial Funding Fee Moore Medical
Nycomed Squibb
Carl Zeiss Western Medical
Angelica Zeneca
Apothecon Medtronic
Diatek
PUBLIC LAW 102-585 DRUG PRICING REVIEWS
(CARRIED OVER FROM FY 98 AND IN PROCESYS)
Project Title Project Title
Abbott Tap
Novartis DuPont Merck
Alcon Astra Merck
ICN Pharmaceuticals UCB Pharma
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OFFICE OF INFORMATION AND TECHNOLOGY

Information resources management is critical to VA decision-makers, service providers, and
caregivers to provide high quality service to veterans and their families. VA operates three data
processing centers, and each of VA’s 172 medical centers and 58 regional offices operate local
data centers. VA computer systems annually process, account for, and disburse about $23 billion
in compensation, pension, and education benefits; over $18 billion for medical care; over $400
million in construction costs, and over $1 billion in general and miscellaneous operating expenses.
Information technology obligations total over $700 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 and technology management is to avoid fragmented policy
and systems developed by VA departments. VA’s systems (i) do not currently provide VA
management with needed information for effective decision-making, (ii) are not integrated, and
(iii) do not process VA data with sufficient accuracy, relevancy, timeliness, and completeness.
Additionally, the information available from VA information systems is often process oriented
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 more
reliable data.

AUDITS OF OI&T MANAGEMENT OPERATIONS

Fiscal Year 1999 audits of Information and Technology Management operations will focus on
ensuring that adequate security controls exist over VA’s data systems. During FY 1999, the OIG
plans to conduct two IRM audits. A description of the two projects follows.
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AUDIT OF OI&T MANAGEMENT OPERATIONS
(CARRIED OVER FROM FY 1998 AND IN PROCESS)

Project Title Project Description

VA Year 2000 Assess the Department’s efforts to address Year
2000 issues and become 2000 compliant.

AUDIT OF OI&T MANAGEMENT OPERATIONS
(NEW STARTS)

Project Title Project Description

Security Controls at VA Medical Centers | Evaluate the adequacy and appropriateness of
security controls, and identify areas where
physical and electronic access controls could be
strengthened.
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