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Foreword

This report was prepared primarily to inform Congressional members and
key staff of ongoing assignments in the General Accounting Office’s Civil
Financial Audits issue area. This report contains assignments that were
ongoing as of August 29, 1997, and presents a brief background statement
and a list of key questions to be answered on each assignment. The report
will be issued quarterly. o ’ :

This report was compiled from information available in GAO’s internal
management information systems. Because the information was
downloaded from computerized data bases intended for internal use, some
information may appear in abbreviated form.

If you have questions or would like additional information about
assignments listed, please contact Gregory Holloway, Director, on
(202) 512-3406; or Linda Calbom, Director, on (202) 512-8341; or Gloria
Jarmon, Associate Director, on (202) 512-2600; or William Hunt, Associate
Director, on (202) 512-2711. ’ )
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Civil Audits

FINANCIAL CONDITION--GGD & GOV'TWIDE

TITLE: HRA2: IRS FISCAL YEAR 1997 CUSTODIAL FINANCIAL STATEMENT AUDIT (901755)

"KEY QUESTIONS : (1) Are the IRS Custodial financial staterents fairly stated as of and for the year ending
September 30, 19977 (2) Are the internal controls effective? (3) Is IRS in comphance with pertment laws and
regulations? .

TITLE: ' EVALUATE FINANCIAL MANAGEMENT SERVICES' (FMS') EFFORTS TO MANAGE THE FEDERAL
GOVERNMENT"S CASH (919014) " SR T ST L
KEY QUESTIONS :. The Government:Management Reform Act of 1994 requires GAO to audit the
" governmentwide consolidated financial statements for FY97. Because federal cash balances are material to the
consolidated financial statements, and Treasury's cash accounts involve high activity, GAO must focus on |
Treasury s ablhty to- safeguard cash balances and account for.cash in-a: complete ‘and timely manner.

e S S T St TR SR T NIV S S S A ’ Lol T R L

TITLEi  REVIEW OF THE ELIMINATIONOF INTRAGOVERNMENTAL TRANSACTIONS ON THE CONSOLIJ)ATED
- FINANCIAL STATEMENTS (919049) - R "

. KEY QUESTIONS 1) What are the agencies’ pohcres & procedures to account for and report intragov'tal
" transactions & what are the auditors' procedures for. ensuring that these transactions are properly eliminated? 2)
How does Treasury - Financial Management Services' (FMS) On-line Payment ‘And Collections (OPAC) system
., operate & what are agencies’ processes and procedures for using the OPAC system?:3) How do these processes
& procedures, affect the accuracy of the consolidated financial statements and our audit? .-

TITLE “HRA 2:AUDIT OF THE lNTERNAL ‘REVENUE SERVICE'S CUSTODIAL FINANCIAL STATEMENTS FOR
g - FISCAL YEAR'1996 (919054) - : :

KEY QUESTIONS : Key Questions: 1) Are the financial managenient and interrialsco‘r'zﬁ'ols effective? 2) Are the
ustodial fi anci nents 1 rehable, free of misstatements, and | presented in conformrty wrth apphcable o
) ,L']RS 1n complrance wrth laws and regulatrons" o

3 .rssuns RELATED TO.TREASURY'S' commnon PROCESS FOR THE FY 1997 GOVERNMENTW]DE L
;. CONSOLIDATED FINANCIAL STATEMENTS (919068) Lo :
KEY QUESTIONS In accordance with ‘the Chief Finanéial Ofﬁcer s Act, Treasury will compxle agency
“financial data to iprepare a set of annual consolidated ﬁnancral statements (CFS) for FY97. GAO will subject the
CFS to audit arid issue'a report on the results. 1) What steps has Treasury taken to ensure that it complles
* agencies' data timely and accurately in preparing the governmentwrde CFS for FY97? 2) Has Treasury
identified and addressed systems and procedural problems from compiling the FY96 prototype CFS using the
Ad_\usted Trial Balance System and the U.S. Standard General Ledger? 3) Has Treasury developed procedures
‘to’ ensure ‘that agencies understand the reporting guldelmes so that Treasury correctly compiles agencies' audited
financijal data?
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Civil Audits

TITLE: UPDATE OF THE CONSOLIDATED AUDIT APPROACH PLAN (919100)

KEY QUESTIONS : 1) What srgmﬁcant auditing and accounting issues were identified from the FY 1996
agency audits that-will affect the FY 1997.agency audits and the Consolidated Financial Statements; 2) Where
can GAO and the agencies work jointly to ensure adequate audit coverage; 3) Are the Tispector General audit
plans adequate for FY 1997 or are there gaps that GAO must address; 4) What additional experuse isneeded
and what GAO assistance is needed?

TITLE: FINANCIAL STATEMENT AUDIT OF THE PUBLIC DEBT (919106)

KEY QUESTIONS : The Bureau of Public Debt (BPD) is resporisible for managing and'reporting essentially all
of the federal debt:and related unamortized discount, interest payable; and interest expense. Federal debt will
likely be the largest single item-on.the consolidated financial statements and has niever been subjecttoa -
financial audit. GAO's auditing responsibilitiesfor federal debt include supporting the opinion onthe -+
governmentwide consolidated statements as well as rendering an opinion on BPD's custodial financial

- statements; “"GAO must determine the reasonableness of the’ reported pubhc debt pnncrpal and related linie items ‘'

B (unamoruzed discount, mterest payable, and mteresv expense) as well as report on BPD's mtemal controls and -

compliance with laws and regulations relating to these line i : :

TITLE: FY 97. F!NANC!AL STATEMENT AUD!T FOR CASH LlNE ITEM (919112) :

KEY QUESTIONS: Thé 1994 Government’ Management Reform Act of 1994 (GMRA) requrres the General
Accounting Office (GAO) to audit the FY1997 governmentwide consolidated financial statéments. - Treasury's
Financial Management Service (FMS), along with the Federal Reserve as its fisca! agent functlons as the

" cenitral bank for the federal govemment. Key Quesuons Determme“rf ( ; W v
endmg cash balances are rehable in all matenal respects; (2) Treasury S, mternal controls (rncludmg EDP) over
disbursements and collections are working effectively, and (3) Treasury is in compliance‘withi significantlaws .
and regulations related to the cash line item. : '

TITLE: RECONCILIATION’OFAGENCIES'FUNDBALANCES_ wrm TREASURYACCOUNT’S‘@mv) '

the: governmentwrde consohdated f'mancral statements for FY 1997. The monthly process of reconcxlmg the

agencies' records with Treasury's for the Fund Balances with Treasury accounts is'a key intemnal‘ control over the

recording of overall government and mdrvrdual agency receipts and disbursements. Key:Questions: (1) Is:

Treasury's, reconcrhauon process ¢ effec e in ensuring that receipts and disbursements. are. properly reported" )

Are agencies properly and timely reconcrhng differences, and, if not, what is the effect on agency and

consolrdated financial statements-and budget reports? (3) What initiatives have Treasury and agencres taken to
~Clear dlfferences and improve.the. reconcrhatron process? ..




Civil Audits

\ TITLE: OTHER MONETARY ASSETS (919121)

B KEY QUESTIONS : “As part of the govemmentwide financial statement audit, we will audit other monetary

( assets, including the U.S. gold reserves, spec1a1 drawing rights (SDRs), foreign currencies, and the U.S. reserve
position in the International Monetary Fund (IMF). Treasury's OIG audits gold in custody of the Mint, and
SDRs and foreign currencies in its audit of the Exchange Stabilization Fund. We will perform a moderate level
of review of the OIG's work on the gold reserves, SDRs, and foreign currencies. Gold reserves held by the
Federal Reserve Bank of New York have never been audited. We plan to perform research and interviews to
determine the nature, purpose, and use of other morietary assets, and to determine if other monetary assets are
properly identified, accounted for, safeguarded, and reported.

T 1. TITLE FY 97 GOVERNMENTWIDE CONSOLIDATED FINANCIAL STATEMENT AUDIT-ADMINISTRATION OF
' JUSTICE (919126)

.. .KEY QUESTIONS : The Government: -Management Reform:Act:of 1994 requires. GAO to.audit the FY 1997
" governmentwide consolidated financial statements, The Administration of Justice line item (approx.'$21 biltion-
for FY 96) is material and involves pnmanly the Deparlments of Justice (DOJ) and Treasury, and the Judicial
- branch., DOJ-and Treasury will be auditéd by the Inspector Generals (IG). We need to assess their work to
-rénder an’opinion on the CFS. We will assess the work of the IGs; in accordance with FAM 650, to determine
whether we can Tely on it as ‘cur own.” Weineed to determine whether adequate audit procedures are being
performed'to:’ (1)-andit the admtmstratlon of justice function; (2) evaluate mtemal conu'ols and (3) test
comphance w1th s1gmﬁcant prov:sxons of: laws and regulattons ’ :

TITLE: COMPLIANCE WITH THE FEDERAL FINANCIAL MANGEMENT IMPROVEMENT ACT OF 1996 (919130)

- KEY-QUESTIONS 3..Under the Federal Financial Management Improvement Act of 1996 (FFMIA), agencies=. . -
“*-are required to maintain financial management systems that comply ‘substantially with federal financial v
- management systems requu'ements applicable federal accounting standards, and the Us. Standa:d General
g "-?Ledger (SGL).- FFMIA ‘requires GAO to'issue 4 report by 10/1/97 regarding: (1) executive agencies'
~cotipliance with:the A¢t's requn'ements mcludmg ‘Whether the federal government's financial statements have
_ been prepared ac tding to apphcable accountmg standards, and (2) the adequacy of these accountmg
..‘standards for the ‘federal gove‘-‘ ent. i St e

f@

KEY QUESTIONS : (1) What are the rev1sed consu'uctton“ and predevelopment costs and how do they compare
to the budget estimates? (2)"How will the constriction costs be financed? (3) How much revenues are generated
from dedicated taxes earmarked for this pmJect" (4) How much and what progress 'has been made on the
pro;ect" e
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Civil Audits

— TITLE: CONSOLIDATED FEDERAL FINANCIAL MANAGEMENT SYSTEMS SURVEY - REPORT (901754)

KEY QUESTIONS : 1) Who in Australia made the decision to-move to a government-wide system? 2) Did the
Australian agencies resist adopting the consolidated system? 3) How long did it take, how much did it cost, and
what key lessons should be applied if the U.S. federal government were to adopt a consolidated system?

FINANCIAL CONDITION--HEHS -

TITLE: PREPARIN G FOR THE FY 1997 GOVERNMENTWIDE AUDIT OF MEDICARE (919024)

KEY QUESTIONS : In order to plan for the FY 1997 audlt we need to assess whether adequate audit
procedures are being performed to (1) audit government-wide Medicare expenditures and the financial status of
the Medicare trust funds; (2) evaluate internal controls; and (3) test-compliance with significant prov1s10ns of
laws and regulauons related to Medicare expenditures.

TITLE: HRAS: HCFAIMEDICARE FINANCIAL STATEMENT AUDIT FISCAL YEAR 1997 (919103)

KEY QUESTIONS The 1994 Government Management Reform Act of 1994 (GMRA) reqmres the General

... -Accounting Office- (GAO) to audit the. FY 1997 governmentwide consolidated:financial statements beginning
with FY 1997, In order to monitor the Inspector General's completion of the Health Care Finance
Administration's (HCFA) FY 1997 audit, which we plan to rely on in rendering our audxtoplmon on the
consolidated statements, we need to assess ‘Whether adequate. audit procedures are being performed to (1) audit.. .-
governmentwide Medicare expenditures and the financial status of the medieare trust funds: (2) evaluate
--internal controls; and. (3) test: comphance w1th s1gmficant provmlons of laws and regulatlons related to Medxcare
expendltures :

-

TITLE FY 1997 AUDIT OF IN COME SECURITY EXPENSE (919111)

KEY QUESTION S The 1994 Govemment Management Reform Act of 1994 (GMRA) requires’ the General
Accountmg Office (GAO) to audit the FY 1997 govemmentw1de consolidated financial statements. - Income
Secunty expenses isa maxenal hne item of about $228 billion. To perform the FY.1997 audit, we need to
assess whether adequate andit procedures are being performed to (1) audit governmentwide incomeé security
benefit payments (2) evaluate internal controls; and (3) test comphance with sxgmﬁcant provisions of laws and
.~regulations related:to income. security. - S ‘ 2 s L

AT g Y TAE E 4SS i

Government Management Reform Act begms with l:he 1997 ﬁscal year Veterans Benefits. and Semces isa
material line item of about $31 2 billion. To perform the FY 1997 audit, we need to determine whether the VA
Inspector General's audit procedures are adequate to determine whether (1) the veterans benefits and services

. line item is fairly stated in relation to.the .govenlmentwide financial statements taken as a whole, (2) internal . -
controls are effectively designed and operating, and (3) VA is in compliance with significant provisions of laws
and regulations related to this line item.

i
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Civil Audits

. HRA 6: FY 1997 AUDIT OF EDUCATION, TRAINING, EMPLOYMENT & SOCIAL SERVICES EXPENSES (919115)

KEY QUESTIONS : The Government Management Reform Act reqmres GAO to audrt govemmentw1de
financial statements beginning with fiscal year 1997. Education, Training, Employment & Social Services

(ETESS) expenses is a material line item with about $50 billion of expenses. - Education-and HHS acéount for
about 85% of this line item and their OIGs/IPAs are performing the andits. To carry out the FY 1997 audit, we
need to assess whether adequate audit procedures are being performed to (1) audit governmentwide ETESS
expenses; (2) evaluate internal controls; and (3) test comphance with 'significant provisions-of laws and-
regulanons related to ETESS expenses

;" FY 97 AUDIT OF HEALTH (919122) -

- KEY QUESTIONS The Government Management Reform Act of 1994 (GMRA) requtres GAO to audrt the
1997 government wide consohdated financial statements. The Health line item is material to those financial

“ statements. The Départment of Health and Human Services (DHHS) is expected to account for 100 percent of

the Health line item total in FY 1997. Consequently, DHHS will be the fociis'of our audit work. (1) Is the

reported balance in the Health line item fairly stated in relation to the government wide financial statements as a

s whole” 2) Are the mtemal controls related to the Health line item in place and’ operatmg effectively? (3) Is the

government in comphance with s1gmﬁcant provisions of laws and regulauons related to the Health lme item?:

: FISCAL YEAR 1997, GOVERNMENTWIDE AUDIT OF ACCOUNTS PAYABLE AND OTHER LIABILITIES (919123)

" Accounits Payable and Other Liabilities are material lirie items that‘totalled about $328 brlhon at'9/30/96. The
* $221 billion in these accounts at Treasury, DOD HHS and SSA comprise: approxrmately 68 percent of this line
. item and are the principal agencies of our focus. To carry out the FY 1997 audit, we need to assess. whether
- laa uate audxt procedures are bemgiperformed to (1) audrt govemmentwrde Aceounts Payable and Other

KEY 'QUESTIONS : Under provisions in the Government Management Reform Atct of 1994, the General
Accounting Office will audit the governmentwide consolidated financial statements for fiscal year 1997.

‘ srgmﬁcant prov1srons of laws and

audrt w1ll be performed by an accounung firm under contract w1th the SSA s Ofﬁce

- »owanspeetormGenerel (0lG)

FINANCIAL CONDITION-RCED




Civil Audits

- - TITLE: REVIEW OF THE FEDERAL GOVERNMENT'S FINANCIAL EXPOSURE AND SUBSIDIES RELATED TO
| ELECTRIC UTILITY ACTIVITIES (913805)

KEY QUESTIONS : (1) ‘Do the unrecovered power costs, and net ﬁnancmg costs, stlll exist.at the 3 Power
Marketing Administration (PMA)s? (2) Do similar unrecovered power costs; and net financing costs; exist at
Bonneville Power Administration (BPA), TVA and Rural Utility Service (RUS)? (3) What is the.

. short-and-long-term risk of the government incurring future financial losses due to its-involvement in the
power-related activities of the 3 PMAs, BPA, TVA, and RUS? . - -

{
e

]
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- 'TITLE:* THE IMPACT OF THE SALE OR RESTRUCTURING OF BONNEVILLE ON BPA'S AND THE' FEDERAL
GOVERNMENT'S RESPONSIBILITIES FOR BPA'S WPPSS DEBT (913806) :

KEY QUESTIONS 1. If BPA is sold, what would be the fed govt's responsibility to WPPSS, under the terms
. of the project agreements, for the $7 bill that BPA owes WPPSS?. 2. If BPA were restructured into 2 govt corps:
L a) which corp, if. elther, would inherit BPA's responsibilities to WPPSS under.the proj agreements, & b) would
: such restructuring expose the fed govt to.financial hablhty‘? i . £

T

" TITLE: REVIEW OF GOVERNMENTWIDE ENVIRONMENTAL CLEANUP COSTS (919044) -

i LHLA1E

KEY QUESTIONS (1) What is the magmtude and rehablhty of environmental hab:.htles reported infederal »
agency ‘and. govemment corporatlon financial statements at 9:30-967. (2) What processes dofederal entities. have;ff' X .
*in place to‘estimate-and report these liabilities? (3) What is ‘the nature and location of the government' '
_envuonmentalhabllmes? i e - - -

. TITLE: ".CFS WORK:ON USDAINFC GOVERNMENT-WIDE PAYROLL (919045)

KEY QUESTIONS 1) Are mtemal controls at the Natlona.l Fmance Center (NFC) suff' c1ent to ensure that

requi_ré’s Ot audlt the govemmentw:de consohdated financml statements begmnmg ‘with' FY 1997 The
frarisportation Expense line itetn tofalled $53.7 billion at 9/30/96 and is requfred"to be audlted as'part of the
Statement of Net Cost. Determine whether: (1) FY 1997 transportation expenses and. related accruals are fairly
; _ stated, (2) internal controls relatmg to these accounts are operating effectlvely, (3)is the government in
o comphance with s1gmﬁcant provisions of Jaws and regulatlons related to these accounts" o
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Civil Audits

% TITLE: REVIEW OF GOVERNMENTWIDE ENVIRONMENTAL LIABILITIES - FY 1997 (919113)

KEY QUESTIONS : The Government Management Reform Act 0f 1994, which expanded the CFO Act,

== o “-. requires GAO to audit the Governmentwide consolidated financial statements beginning with FY-1997. -Our

! ‘ +. audit objectives are to determine whether: (1) FY 1997 liabilities for environmental remediation costs are fairly

— " stated in governmentwide financial statements, (2) internal controls relating to these liabilities are effectively

= g : des1gned and operating to prevent or detect material misstatements, and, (3) the government isin comphance
with s1gn1ﬁcant provrsrons of laws and regulatlons related to these habrhues"

- TITLE: COMMITMENT & CON' TINGENCIES FOOTNOTE FOR GOVERNMENTWIDE FINAN CIAL STATEMENT
= T (919120) o

KEY QUESTIONS The Govemment Management Reform Act of 1994 ‘which expanded the CFO' Act,
«requires GAQ to audit the governmentwide consolidated financial statements beginning with FY:1997;
- Commitments and-contingencies, a footnote:jtem:on the financial. statements; totals $6.4;trillion. The financial
. .. activities of 14-agencies account for 97 percent of this ling:item. -We will:determine whet_her: (1) FY 1997
govemmentwide commitment & contingenciesare fairly. stated; (2) internal controls relating to commitment and
- contingencies;are fairly stated; and (3) the government is in compliance with significant provisions of laws and
regulations related to commitment and contingencies?: :

L

" “TITLE: 'ENERGY; NATURAL RESOURCES AND ENVIRONMENT, NET'COSTS' (BUDGET LINE ITEMS 270 AND 300) FOR
THE GOVERNMENTWIDE CONSOLIDATED FINANCIAL STATEMENT AUDIT FOR FY 97 (919127) "

KEY QUESTIONS The Govemment Management Reform Act of 1994 whrch expanded the CFO Act,
.. requires GAQ to audit the governmentwrde consolidated financial statements beginning with-FY 1997. As part
of the FY 1997 govemmentwrde consohdated ﬁnancral aud1t, our key questlons related to the Energy, Natural.
' Resources & Environment, Net Costs (budget line items 270 and 300) are to determme whether: (1) the line
. jtems are farrly stated (2) mtemal controls are in place to prevent or.detect mlsstatements in the lme 1tems, and. .
' 3) the govemment is complymg with srgmﬁcant provrsmns of laws and regulahons related to those line items?

TITLE: GOVERNMENTW]DE ASSESSMENT OF CREDIT REFORM IMPLEMENTATION (919131)

KEY QUESTIONS : The 1994 Government Management Reform Act of 1994 requires GAOto audlt the FY97
consolidated financial statements. As part of our FY97 audit of the loans receivable and the liability for loan
guarantees line items, we need to assess the status of credit reform implementation at the five key credit
agencies -- VA, SBA, HUD, USDA, and ED. (1) How accurate and supportable are the agencies' credit subsidy
estimation processes? (2) What barriers exist to effectively 1mp1ementmg credit reform? and (3) What actron -
plans have been developed to overcome these barriers?

FINANCIAL OPERATIONS--RCED




Civil Audits

TITLE: GOVERNMENTWIDE LOANS RECEIVABLE AND LIABILITY FOR LOAN GURANTEES FOR FY 1997 (919116)

— KEY QUESTIONS : The Government Management Reform Act, which expanded the CFO Act of 1994,

: requires GAO to audit the governmentwide consolidated financial reports beginning with FY 1997. Both the
Loans Receivable and Liability for Loan Guarantees are material line items which totaled about $127.1 billion
and $39.3 billion respectively at 9/30/96. Our audit objectives are to determine whether (1) fiscal year 1997
governmentwide loans receivable and related allowance, interest income, and subsidy expense accounts; and
liability for loan guarantees are fairly stated; (2) internal controls relating to these accounts are operating

effectively; and (3) the government is in compliance with s1gn1f' icant prov1s1ons of laws and regulanons related
to these accounts . R . : snsi

=
=
=
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TITLE: AUDIT PROCEDURES FOR ENSURING PROPER USE OF OMB'S CREDIT SUBSIDY MODEL (CSM) (919133)

KEY QUESTIONS : OMB's Credit Subsidy Model (CSM) is a software program used by federal agencies to
" calculate subsidy rates for credit programs as required by the Federal Credit Reforta Act and Statement of
" Federal Financial Accounting Standards No. 2./ We récently completed audit work on a review of the CSM to
- - determine if it'(1) conforms with relevent provisions of applicable législation and sccounting standards, (2)
provides reliable results, and (3) is maintained and operated under a system of adequate controls. The report
also included supplemental audit steps that auditors should perform to ensure that federal credit agencies are
using the CSM properly. The objective of this job is to highlight those audit procedures in a separate product,

OTHER ISSUE AREA WORK - CA'
;. TITLE: SMALL AGENCY PROFILES (919043) .

¥ L . KEY QUESTIONS (1) Whiat is the universe of other entities? @ What mformauon should be included in
i ) profiles for the other entmes"' 3) What audn work, 1f any, should be done for any of the other entmes‘7 "
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