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0901 OVERVIEW

To improve the integrity of the Federal Government’s payments and the efficiency of its
programs and activities, Congress enacted the Improper Payments Information Act
(IP1A) of 2002 (Public Law No. 107-300), dated November 26, 2002, and Section 831 of
the Defense Authorization Act of Fiscal Year 2002 (Public Law No0.107-107), dated
December 28, 2001, also known as the Recovery Auditing Act. It requires agency
heads to annually review programs and activities, identify those that may be susceptible
to significant improper payments, estimate annual improper payments in susceptible
programs and activities, and report the results of their improper payment activities.

These acts were amended on July 22, 2010 by the Improper Payments Elimination and
Recovery Act (IPERA) of 2010 (Public Law No. 111-204) which generally repealed the
Recovery Auditing Act (Section 831, Defense Authorization Act, for FY200; P.L. 107-
107). Subsequently, OMB issued Memorandum M-11-16 (Issuance of Revised Parts |
and Il to Appendix C of OMB Circular A-123) modifying Circular A-123 Appendix C, Part
| and Part Il.

The Improper Payments Elimination and Recovery Improvement Act of 2012 (IPERIA),
P.L. 112-248, became law on January 10, 2013 and was designed to amend and
improve on IPERA. IPERIA requires agencies to estimate improper payments, improve
recovery of improper payments, and reinforces and accelerates the President’s “Do Not
Pay” efforts.

This chapter establishes the Department of Veterans Affairs’ (VA) policies and
procedures relating to erroneous and improper payment reporting under the Office of
Management and Budget's (OMB) Circular A-123, Appendix C, Requirements for
Effective Estimation and Remediation of Improper Payments.

On October 20, 2014, OMB issued Memorandum M-15-02 (Requirements for Effective
Estimation and Remediation of Improper Payments), Circular A-123, Appendix C, Parts
[, II, and 1ll, to assist agencies with IPERA implementation and further clarify M-11-16.
This supersedes OMB’s previous promulgations on improper payments and requires all
executive branch agencies to:

e Review all programs and activities to identify those that are susceptible to significant
improper payments. OMB defines significant improper payments as those in any
particular program or activity that exceed (1) both 1.5 percent of program outlays
and $10 million of all program or activity payments made during the fiscal year
reported or (2) $100 million (regardless of the improper payment percentage of total
program outlays).

e Obtain a statistically valid estimate of the annual amount of improper payments in
programs and activities that are identified as susceptible to significant improper
payments.
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Implement corrective action plans and reduction targets for programs and activities
found to have significant improper payments. Ensure that managers and
accountable officials (including the agency head), programs and program officials,
and where applicable States and local partners, are held accountable for reducing
improper payments.

Conduct payment recapture audits for each program and activity that expends $1
million or more annually if conducting such audits would be cost-effective. If VA
determines that it is not cost effective to conduct a payment recapture audit for
certain programs and activities, it will notify OMB and VA's Inspector General (IG) of
this decision and include any analysis used to reach this decision. VA will also
report this information in the Agency Financial Report (AFR).

Report in the AFR an estimate of the annual amount of improper payments in
programs and activities and discuss progress in reducing them.

Report in the AFR on VA’s payment recapture audit program. In addition, if VA
chooses to utilize external contractors to conduct payment recapture audits, VA will
submit a separate annual report to OMB, the Senate Committee on Homeland
Security and Governmental Affairs, and the House Committee on Oversight and
Government Reform by November 1 of each year. The report must describe any
recommendations identified by the payment recapture auditor on how to mitigate
conditions giving rise to overpayments, and any corrective actions VA took during
the preceding fiscal year to address the auditor recommendations.

Report quarterly on high-dollar overpayments within programs susceptible to
significant improper payments (reported in the AFR). A high-dollar overpayment can
be made to an individual or an entity. High-dollar overpayments can be identified by
examining one or more relevant sources of information available to VA. For
instance, VA could identify high-dollar overpayments, where applicable and cost-
effective, through:

a) Annual improper payment testing samples;
b) Payment recapture audits; or
c) Other sources identified by VA

Under OMB Circular A-123, Appendix C, OMB may classify a VA program as high-
priority if the program meets the following conditions:

1. Itis susceptible to significantimproper payments as defined by statute and
OMB implementing guidance and either:
a. Estimated and reported improper payments that were above the
threshold determined by OMB or contributed to the majority of
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government-wide improper payments in the most recent reporting year;
or

b. Did not report an improper payment estimate in the most recent
reporting year, but had reported improper payments before and did not
receive relief from OMB from measuring and reporting; or

c. Has not yet reported an overall program improper payment estimate
amount, but the aggregate of the program's component improper
payments are above the threshold.

2. For those programs with improper payment amounts above the threshold, but
with improper payment rates below 1.5 percent of program outlays, VA may
work with OMB to determine if the program can be exempted from fulfilling
certain OMB requirements for high-priority programs.

In addition to the guidance prescribed under OMB Circular A-123, Appendix C, Parts I,
II, and 11, OMB has prescribed changes to the IPERA reporting format under its revised
Circular A-136, Financial Reporting Requirements.

The Department of the Treasury also issued Treasury Financial Manual (TFM), Volume
I, Part 4, Chapter 2100 on procedures for publication of improper payments data and
related information on the PaymentAccuracy.gov website.

0902 POLICIES

090201 VA reviewed all programs and activities the year after IPERA's enactment in
2011 to identify those programs and activities that may be susceptible to significant
improper payments, and will review programs deemed not risk susceptible at least once
every three years. If a program or activity is affected by a significant change in
legislation and/or a significant increase in funding level, VA will reassess the
program’s or activity’s risk susceptibility during the next annual cycle, even if it is
less than three years from the last risk assessment.

If VA is already measuring and reporting improper payments in a program or activity, or
will measure the program and activity by an established date, or if the program or
activity has already been identified through agency risk assessments as susceptible to
significant improper payments, then VA does not need to conduct a risk assessment of
that program or activity the year after IPERA's enactment.

090202 VA will focus its sampling and/or testing on individual components or
transaction points of programs posing the highest risk of improper payments, or where
VA will have the greatest return on recovery.

090203 VA will comply with the operational and reporting requirements contained
within OMB Circular A-123, Appendix C. VA will comply with TFM Volume |, Part 4,
Chapter 2100. VA's goal is to reduce improper payments by intensifying efforts to
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eliminate payment error, waste, fraud and abuse in the major programs administered by
the Federal Government, while continuing to ensure that Federal programs serve and
provide access to their intended beneficiaries. VA will also focus on identifying and
eliminating the highest improper payments; accountability for reducing improper
payments; and coordinated Federal, State and local government action in identifying
and eliminating improper payments.

According to Appendix C, Part Ill, at least once every quarter, the head of each agency
will submit to the agency’s IG and the Council of Inspectors General on Integrity and
Efficiency (CIGIE) and make available to the public, a report on any high-dollar improper
payments identified by the agency, subject to Federal privacy policies and to the extent
permitted by law. The report will describe any actions the agency has taken or plans to
take to recover improper payments, as well as any actions the agency intends to take to
prevent improper payments from occurring in the future. The report will not include any
referrals the agency made or anticipates making to the Department of Justice or any
information provided in connection with such referrals. Following the review of each
report, the agency IG and the CIGIE will assess the level of risk associated with the
applicable program, determine the extent of oversight warranted and provide the
agency head with recommendations, if any, for modifying the agency’s plans. Refer to
Appendix D, High-Dollar Overpayments Reporting, for additional information and
deliverables associated with the reporting.

According to TFM Volume |, Part 4, Chapter 2100, VA will post the Quarterly
High-Dollar Overpayments Report on the Office of Finance Web site:
http://www.va.gov/finance/overpaymentsReport.asp. OMB will review the information
submitted by agencies on these reports and compile a “Top 10 High-Dollar Improper
Payments” chart for the PaymentAccuracy.gov Web site.

VA will report the annual amount of improper payments and the payment recapture
audit results to the President and Congress, through the AFR, no later than 45 days
after the end of the fiscal year. The administrators of programs with significant improper
payments reported in the AFR also have the responsibility of reviewing, identifying, and
reporting any high-dollar overpayments every quarter.

090204 VA will hold its responsible officials accountable for developing and
implementing a plan, assessing and reducing improper payments, as well as conducting
payment recapture audits, if cost effective.

090205 VA will assess whether its information systems and other infrastructure are
adequate to reduce improper payments to minimal cost-effective levels.

090206 VA will identify barriers, whether statutory, regulatory or operational, which may
limit its corrective actions in reducing improper payments.


http://www.va.gov/finance/overpaymentsReport.asp
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090207 VA will submit one coordinated response through the Office of Management
(OM) (004) to the annual Office of Inspector General (OIG) audit of IPERA compliance.
This process will be managed by the Improper Payments Remediation and Oversight
(IPRO) Office in the Office of Finance (047).

0903 AUTHORITIES AND REFERENCES

090301 Improper Payments Information Act of 2002 (IPIA), Public Law 107-300,
enacted November 26, 2002.

090302 Improper Payments Elimination and Recovery Act of 2010 (IPERA), Public Law
No. 111-204, enacted July 22, 2010.

090303 Improper Payments Elimination and Recovery Improvement Act (IPERIA),
Public Law 112-248, enacted January 10, 2013.

090304 Executive Order 13520, Reducing Improper Payments, November 20, 2009.

090305 OMB Circular A-123, Appendix C, Requirements for Effective Estimation and
Remediation of Improper Payments, dated October 20, 2014.

090306 OMB Circular A-136, Financial Reporting Requirements — Revised August 4,
2015, Section 11.5.8, IPIA (as amended by IPERA and IPERIA) Reporting Details.
(This circular is revised annually by OMB. The current version is available on the OMB
Website: OMB Circular The White House.)

090307 Treasury Financial Manual, Volume |, Part 4, Chapter 2100, Submitting
Required Improper Payments Information for Publication on the PaymentAccuracy.Gov
Web Site.

0904 ROLES AND RESPONSIBILITIES

090401 The Secretary of VA reviews and approves the Quarterly High-Dollar
Overpayment Report and submits the report to the IG and the CIGIE.

090402 The Assistant Secretary for Management/Chief Financial Officer (CFO)
oversees all financial management activities relating to the Department’s programs and
operations as required by the Chief Financial Officers Act of 1990 and 38 U.S.C. 309.
Specific responsibilities include the direction, management and provision of policy
guidance, and oversight of VA'’s financial management personnel, activities and
operations. The CFO establishes financial policy, systems and operating procedures
for all VA financial entities, provides guidance on all aspects of financial management,
and directs and manages the Department’s financial operations and systems support.
The VA CFO reviews IPERA risk assessments for all VA programs and activities and
Corrective Action Plans (CAPs) for all IPERA reportable programs and activities. The


https://www.whitehouse.gov/sites/default/files/omb/financial/_improper/PL_107-300.pdf
https://www.whitehouse.gov/sites/default/files/omb/financial/_improper/PL_107-300.pdf
http://www.whitehouse.gov/sites/default/files/omb/financial/_improper/PL_111-204.pdf
http://www.whitehouse.gov/sites/default/files/omb/financial/_improper/PL_111-204.pdf
https://www.gpo.gov/fdsys/pkg/PLAW-112publ248/pdf/PLAW-112publ248.pdf
https://www.gpo.gov/fdsys/pkg/PLAW-112publ248/pdf/PLAW-112publ248.pdf
https://www.whitehouse.gov/the-press-office/executive-order-reducing-improper-payments
https://www.whitehouse.gov/the-press-office/executive-order-reducing-improper-payments
http://www.whitehouse.gov/sites/default/files/omb/memoranda/2011/m11-16.pdf
http://www.whitehouse.gov/sites/default/files/omb/memoranda/2011/m11-16.pdf
https://www.whitehouse.gov/sites/default/files/omb/assets/OMB/circulars/a136/a136_revised_2015.pdf
https://www.whitehouse.gov/sites/default/files/omb/assets/OMB/circulars/a136/a136_revised_2015.pdf
http://www.whitehouse.gov/omb/circulars_a11_current_year_a11_toc/
http://www.fms.treas.gov/tfm/vol1/v1p4c210.html
http://www.fms.treas.gov/tfm/vol1/v1p4c210.html
http://www.fms.treas.gov/tfm/vol1/v1p4c210.html
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CFO also reviews and concurs on the Quarterly High-Dollar Overpayments Report and
will submit one VA-wide coordinated response to the annual OIG audit of IPERA
compliance.

090403 Under Secretaries, Assistant Secretaries, and other key officials must review
and concur on Quarterly High-Dollar Overpayments Reports that pertain to their
program areas. All heads of VA offices have the responsibility to implement financial
policies and procedures established by the CFO, including compliance with the policies
and procedures set forth in this chapter. All VA offices with programs susceptible to
significant improper payments under IPERA must review and identify such programs’
high-dollar overpayments after each fiscal quarter has ended, and report the high-dollar
overpayments to the Director, IPRO Office. Applicable Under Secretaries, Assistant
Secretaries, and other key officials will also ensure responses to the annual OIG audit
of IPERA compliance are provided to IPRO for submission as one VA-wide coordinated
response and be accountable for rectifying any non-compliance with IPERA
requirements identified by the VA OIG. All heads of VA programs with significant
improper payments that have not met reduction requirements are responsible for
developing corrective action plans; coordinating those plans with the IPRO Director for
review and subsequent publication in the AFR; and follow up on the plans to ensure the
corrective actions are implemented timely.

090404 The Deputy Assistant Secretary (DAS) for Finance reviews and concurs on the
Quarterly High-Dollar Overpayments Report. In addition, the DAS for Finance reviews
all risk assessments and CAPs prior to submission to the VA CFO for review.

090405 The Director, IPRO manages the IPERA program for the VA. As such, the
Director is responsible for issuing IPERA policy and guidance; providing VA milestone
target dates; reviewing/providing oversight of all completed risk assessments and
CAPs; completing all data collection and reporting requirements in compliance with the
OMB timelines for reporting on IPERA activity; and meeting the reporting requirements
of Presidential management mandates. After risk assessments and CAPs are
reviewed, the IPRO Director submits them through the DAS for Finance to the VA CFO
for review. In addition, the Director coordinates all formal requests to OMB to remove
qualified programs from the IPERA annual review process and reporting requirements.
The Director also reviews, consolidates, and submits the Quarterly High-Dollar
Overpayments Report to the Secretary through the DAS for Finance and the VA CFO.
Within 15 calendar days of submission to the 1G, the Director makes the report available
to the public by submitting the report to the Office of Finance website.

090406 The Internal Controls Service (ICS) organization is responsible for the annual
reporting in the AFR related to internal controls over improper payments, including any
required tables.

090407 The IPERA Governing Board was established in 2012 to help reduce the
number and value of improper payments at VA, improve IPERA related reporting, and to
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achieve compliance with IPERA. Led by the VA CFO, the Board is comprised of Senior
Administration Officials and their respective CFOs, Senior Level Program staff, and
Senior Level Departmental staff. The Board will meet regularly to review the current
status of testing and corrective actions in programs, as well as the Department’s
strategic plans for improvements in reducing improper payments. The Board will ensure
that accountable officials provide briefings on corrective actions in programs found non-
compliant, that accountable officials complete all required reporting for noncompliant or
programs designated “High Priority,” and that all programs are responsive to requests
and actions led by the Director, IPRO.

090408 The VA OIG should annually review VA's improper payment reporting in the
AFR, and accompanying materials, to determine if VA is in compliance under IPERA.
The VA OIG should complete its review and determination within 180 days of the AFR’s
publication. Compliance under IPERA means that VA has:

a) Published an AFR and posted that report and any accompanying materials
required by OMB on VA'’s website;

b) Conducted a program specific risk assessment for each program or activity that
conforms with Section 3321 note of Title 31 U.S.C (if required);

c) Published improper payment estimates for all programs and activities identified
as susceptible to significant improper payments under its risk assessment (if
required);

d) Published programmatic CAPs in the AFR (if required);

e) Published, and is meeting, annual reduction targets for each program assessed
to be at risk and estimated for improper payments (if required and applicable);
and

f) Reported a gross improper payment rate of less than 10 percent for each
program and activity for which an improper payment estimate was obtained and
published in the AFR.

A program or activity with two consecutive years of improper payments that are less
than the reporting thresholds may be eligible for a waiver from OMB to be exempted
from the IPERA reviewing and reporting process. The VA OIG’s concurrence is
required for such a waiver.

0905 PROCEDURES?

090501 Identifying Risk-Susceptible Programs.?

! These procedures are high-level in nature and are not intended to be desk procedures.

% For additional information on VA’s internal control program, including OMB Circular No. A-123, Appendix
A, Internal Controls over Financial Reporting, refer to Volume I, Chapter 5, Management Accountability
and Control Program.



Department of Veterans Affairs January 2016
Financial Reporting — Erroneous and Improper Volume VII - Chapter 9
Payment Reporting under OMB Circular A-123, Appendix C

A. Program Offices responsible for IPERA activities in Veterans Health Administration
(VHA), Veterans Benefits Administration (VBA), National Cemetery Administration
(NCA), , and OM will review all programs and activities to compile a comprehensive
program inventory, in order to allow for identifying those that are susceptible to
significant erroneous payments. Refer to Section 0901 for definition of significant
erroneous payments.

B. Program Offices will perform Pre-Risk Assessments to determine programs and
activities requiring a full Risk Assessment (see Appendix C).

C. Program Offices will perform Risk Assessments using the approved Risk
Assessment template (see Appendix C) and submit, through their responsible
Administration IPERA activity office if applicable, to the Director, IPRO for review. The
Director, IPRO submits all Risk Assessments through the DAS for Finance to the VA
CFO for review.

090502 Estimating Improper Payment Rate via Statistical Sampling.

A. Program Offices with programs or activities subject to significant improper payments
will obtain or prepare a statistically valid estimate of the annual amount and rate of
improper payments in programs and activities.

B. Program Offices will report the results in the AFR, through their responsible
Administration IPERA activity office if applicable, together with a description of the
statistical sampling process used and progress made to reduce such payments, as set
forth in the OMB Circular A-136, Financial Reporting Requirements.

C. A program or activity with two consecutive years of improper payments that are less
than the reporting thresholds may be eligible for a waiver from OMB to be exempted
from the IPERA reviewing and reporting process. The VA OIG’s concurrence is
required for such a waiver. To remove qualified programs from the IPERA reviewing
and reporting process, the head of the VA organization will submit a formal request
through OM to OMB with an assertion from the VA OIG that it concurs with the request.

090503 Developing and Implementing Corrective Action Plans

A. Program Offices will develop a CAP that identifies activities that will resolve the root
cause problems for the improper payments. Each activity should have an owner and
a due date.

B. Program Offices will submit the CAP, through their responsible Administration
IPERA activity office if applicable, to the IPRO Director for review. The IPRO
Director submits CAPs through the DAS for Finance to the VA CFO for review.
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C. Program Offices will initiate and monitor the corrective actions through to
completion, providing updates as required, through their responsible Administration
IPERA activity office if applicable, to the IPERA Governing Board through the IPRO
Director.

090504 Program Improper Payment Reporting and Payment Recapture Audits

A. For the annual IPERA report in the AFR, VA must follow current IPERA
reporting as prescribed under OMB Circular A-136, Financial Reporting
Requirements. IPERA requires that agencies report annually on the estimated
amount of improper payments and on payment recapture and recovery audit
programs in the Performance and Accountability Report (PAR) or AFR.

Agencies are given some discretion as to how they choose to report some of the
required information while other information structures are strictly laid out in the
tables contained in A-136. A summary of the Agency’s process for reporting
under IPERA must be included in a separate section of the AFR. VA will report
all Improper Payments information in a separate section of the AFR Part IV which
is dedicated to improper payment reporting. This section of the AFR presents an
overall assessment of the state of improper payments highlighting
accomplishments (narrative format) of the current reporting year. This section is
titled Narrative Summary of Implementation Efforts and will also include VA OIG
findings, as well as planned corrective and improvement actions. Each
Administration, in addition to completing the appropriate tables, will present the
year’'s accomplishments for consolidation in this narrative.

B. If VA is not compliant under IPERA, IPRO will provide additional guidance and
oversight to VA offices in completing the actions described below:

a. If a VA program is not compliant for one fiscal year, within 90 calendar days of the
determination of non-compliance, VA shall submit a plan to the Senate Committee on
Homeland Security and Governmental Affairs, the House Committee on Oversight
and Government Reform, and OMB, describing the actions that VA will take to
become compliant. The plan shall include:

I. Measurable milestones to be accomplished in order to achieve compliance for
each program or activity;

ii. The designation of a senior agency official who shall be accountable for the
progress of the program coming into compliance; and

iii. The establishment of an accountability mechanism, such as a performance
agreement, with appropriate incentives and consequences tied to the success
of the senior agency official in leading efforts to achieve compliance for the
program or activity.

10
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b. If a VA program is not compliant for two consecutive fiscal years, the Director of
OMB will review the program and determine if additional funding would help VA come
into compliance. This process will unfold as part of the annual development of the
President's Budget. If the Director of OMB determines that additional funding would
help VA become compliant, VA shall obligate an amount of additional funding
determined by the Director of OMB to intensify compliance efforts. When providing
additional funding for compliance efforts, VA shall:

I. Exercise reprogramming or transfer authority to provide additional funding to
meet the level determined by the Director of OMB; and

ii.  Submit a request to Congress for additional reprogramming or transfer
authority if additional funding is needed to meet the full level of funding
determined by the Director of OMB.

c. If a VA program is not compliant for three consecutive fiscal years, within 30 days of
the determination of non-compliance, the VA will submit to Congress the following, in
order to bring the program or activity in question into compliance:

I. Reauthorization proposals for each (discretionary) program or activity that
has not been in compliance for three or more consecutive fiscal years; or

ii. Proposed statutory changes necessary to bring the program or activity into
compliance.

In addition, OMB may require a VA program that is not compliant with the law (for one,
two, or three years in a row) to complete additional requirements beyond those
requirements listed above. For example, if a program is not compliant with the law,
OMB may determine that VA must re-evaluate or re-prioritize its corrective actions,
intensify and expand existing corrective action plans, or implement or pilot new tools
and methods to prevent improper payments. OMB will notify VA of additional required
actions as needed. Lastly, VA should share any plans or proposals required by this
section with its Inspector General.

C. For the Quarterly High-Dollar Overpayments Report, reporting organizations will
submit reports to the IPRO Office. Refer to Appendix D, High-Dollar Overpayments
Reporting, for additional information and deliverables associated with the reporting. The
following format will be used:

1. Name of the administration and program.

2. Description of program findings with overpayments count.

3. Total program payments made this quarter.

4. Details of high-dollar overpayments, using the following table:

11
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High-Dollar Overpayment Reporting Template

The report will be initially reviewed and approved by the DAS for Finance. Once
approval is obtained, the DAS for Finance will create a folder in VA’s correspondence
processing system and request the concurrence of the responsible offices. Once these
concurrences are obtained, the report will be submitted to the VA CFO, prior to
submission to the Office of the Secretary.

0906 DEFINITIONS

090601 The following terms are used throughout this policy document and the
appendices.

Cost-Effective Payment Recapture and Recovery Audit Program. A program
in which the benefits (i.e., recaptured amounts) exceed the costs (e.g., staff time
and resources, or payments for the payment recapture audit contractor) associated
with implementing and overseeing the program.

Data Matching. Involves comparing computer records held by one body or agency
against other computer records held by the same or another body to see how far they
match. This is usually personal identifiable information. Computerized data matching
allows potentially fraudulent claims and payments to be identified.

Financial Incentives. A financial incentive program for State and local governments
that administer VA-funded programs to reward performance in reducing, preventing,
and identifying improper payments (e.g., States that do a great job of preventing
improper payments in a program receive a financial reward).

Forensic Accounting Tools. Technology-based tools that apply sound analytics to
public and government information (i.e., to scan public, governmental, and private data
bases to detect patterns, trends, and/or anomalies for use in risk management or other
areas of analysis). This technique may be used to build more effective predictive

12
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modeling criteria, identify control weaknesses that are leading to improper payments,
and/or inform on the most effective oversight and due diligence activities. These data
and forensic solutions have a proven track record in the corporate environment for
significantly strengthening organizational oversight of fraud and errors, while diminishing
the amount of resources necessary to execute, and are being utilized by some Federal
agencies.

High-Dollar Overpayment. Any overpayment made to an individual or an entity in
excess of 50 percent of the correct amount of the intended payment under the following
circumstances:

A. Where the total payment to an individual exceeds $25,000 as a single payment or in
cumulative payments for the quarter; or

B. Where the payment to an entity exceeds $100,000 as a single payment or in
cumulative payments for the quarter. An entity is a non-individual which excludes an
individual acting in either a personal or commercial capacity (that is, a sole proprietor)
and Federal, state, and local government agencies.

Improper Payment. Any payment that should not have been made or that was made
in an incorrect amount under statutory, contractual, administrative or other legally
applicable requirements. Incorrect amounts are overpayments and underpayments that
are made to eligible recipients (including inappropriate denials of payment or service,
any payment that does not account for credit for applicable discounts, payments that
are for the incorrect amount, and duplicate payments). An improper payment also
includes any payment that was made to an ineligible recipient or for an ineligible good
or service, or payments for goods services not received (except for such payments
authorized by law). In addition, when an agency’s review is unable to discern whether a
payment is proper because of insufficient or lack of documentation, this payment must
also be considered an improper payment.

Management Improvement Program. A VA-wide program to address the deficiencies
in VA's internal controls over payments identified during the course of implementing a
payment recapture audit program, or other VA activities and reviews.

Payment. A payment is any disbursement or transfer of Federal funds (including a
commitment for future payment) to any non-Federal person, non-Federal entity, or
Federal employee, that is made by a Federal agency, Federal contractor, a Federal
grantee, or a governmental or other organization administering a Federal program or
activity. Payment also includes Federal awards subject to the Single Audit Act and
Uniform Guidance for Federal assistance (2 CFR 200 Subpart F) (Single Audits) that
are expended by both recipients and sub-recipients.

Payment Recapture Audit. A review and analysis of VA’s program accounting and
financial records, supporting documentation, and other pertinent information
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supporting its payments, that is specifically designed to identify overpayments. It is not
an audit in the traditional sense. Rather, it is a detective and corrective control activity
designed to identify and recapture overpayments, and, as such, is a management
function and responsibility.

Payment Recapture and Recovery Audit Program. VA's overall plan for risk
analysis and the performance of payment recapture audits and recovery activities. A
copy of this program shall be provided to VA's Inspector General annually.

Post-Award Audit. Refers to a post-award examination of the accounting and financial
records of a payment recipient that is performed by a VA official, or an authorized
representative of the VA official, pursuant to the audit and records clauses incorporated
in the contract or award. An audit is normally performed by an internal or external
auditor that serves in an advisory capacity to the VA official. A post-award audit, as
distinguished from a payment recapture audit, is normally performed for the purpose of
determining if amounts claimed by the recipient are in compliance with the terms of the
award or contract, and with applicable laws and regulations. Such reviews involve the
recipient's accounting records, including the internal control systems. A post-award
audit may also include a review of other pertinent records (e.g., reviews to determine if
a proposal was complete, accurate, and current); and reviews of recipients' systems
established for identifying and returning any improper payments received under its
Federal awards.

Program and Activities. Activities or sets of activities recognized as programs by the
public, OMB or Congress, as well as those that entail program management or policy
direction. This definition includes, but is not limited to, all grants including competitive
grant programs and block/formula grant programs, non-competitive grants such as
single-source awards, regulatory activities, research and development activities, direct
Federal programs, all types of procurements (including capital assets and service
acquisition), and credit programs. It also includes the activities engaged in by the
agency in support of its programs.

Payment Recapture Audit Contingency Contract. A contract for payment recapture
audit services in which the contractor is paid for its services of an agreed amount or as
a percentage of overpayments actually collected. Clear evidence of overpayments
must be provided by the contractor to the appropriate VA official. More information on
contingency contracts can be found in OMB Circular A123, Appendix C, Part I.D.

Predictive Modeling. An automated process whereby transactions that have pre-
established criteria or characteristics are automatically deemed high-risk and therefore
receive increased focus both pre-and post-payment.

Recapture Activity. Any activity by VA to recover overpayments identified by a
payment recapture audit or a post-award audit.
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Recoverable Amount. Overpayments that are eligible for VA to recoup or collect back
from the recipient. These overpayments are usually entered as accounts receivable
and are recovered through VA collection activities.

0907 RESCISSIONS

090701 VA OFP Volume VII Chapter 9, Financial Reporting — Erroneous and Improper
Payment Reporting under OMB Circular A-123, Appendix C, January 2011 and
November 2011.

0908 QUESTIONS

Questions concerning these financial policies and procedures should be directed as
follows:

VA IPRO VACO 0471 (Outlook)

VHA VHA CFO Accounting Policy (10A3A) (Outlook)
VBA VAVBAWAS/CO/FINREP (Outlook)

All Others OFP Accounting Policy (Outlook)

0909 REVISIONS

Section Revision Office Date
Appendix A Updated the appendix (874(37%'\4) Segtgﬂber
Appendix B Added new appendix (54%%'\4) Segtggber
Appendix D Added new appendix (54%%'\4) Segtggber
Appendix E Added new appendix (54(37%'\4) Segtgﬂber
Appendix F Added new appendix (54(:7%'\4) August 2013
Appendix C gﬂii;ﬂlrﬁ’;ﬁfi% Assessment (8;4(;7%%) O

Updated to incorporate October 2014
revisions to OMB Circular A-123,
Appendix C; revised VA procedures;
deleted Appendix F, Annual Reporting

Entire Policy IPRO  |January 2016
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Section Revision Office Date

of Improper Payments; and the new
Improper Payments Remediation and
Oversight Office.
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APPENDIX A: OVERVIEW, ANNUAL PLANNING OVERVIEW, ANNUAL PLANNING
ACTIVITIES, AND DATA RECONCILIATION

Overview: To achieve the maximum cost effective benefits of reduction of improper
payments, while still meeting the mission of the VA, all of the organizations must work
closely together to strengthen program and payment procedures. By creating a
standardized approach to improper payment annual activities, VA stakeholders will
understand the part they play in reducing improper payments and respond appropriately
to issues and changes. Together, VA will maximize error reduction, thus providing
better accountability and stewardship of taxpayer money. This appendix defines how
the Department will regularly identify, reduce, report and recoup improper payments, as
well as achieve compliance with the Improper Payment Information Act of 2002 (IPIA),
the Improper Payment Elimination and Recovery Act of 2010 (IPERA), and the Improper
Payment Elimination and Recovery Improvement Act of 2012 (IPERIA); three laws
requiring federal agencies to monitor and remediate improper payments.

On a continuous basis, the Department will perform improper payment assessment
activities to ensure programs have adequate payment controls over funds authorized to
disburse, and program managers are adhering to legislative and regulatory
requirements of monitoring and remediating improper payments. At a minimum, IPRO
and VA Improper Payment Reporting Entities (i.e., Administrations and VA Staff Offices)
will annually:

e Review laws and regulations to determine if there are any newly established
federal agency requirements related to federal management accountability and
recovery activities of improper payments aimed at identifying and reclaiming
payments made in error;

e Review all agency programs and activities and identify those that are in scope for
the improper payment program;

e Review all programs and activities highly susceptible to significant erroneous
payments and obtain a statistically valid estimate of the annual amount of
improper payments in those programs and activities;

e Evaluate alternative improper payment measurement techniques and update
policy to implement management adopted activities;

e Annually report amounts of improper payments in programs and activities, and
progress towards reducing them;

e |dentify cost-effective payment recapture and recovery audit activities for
programs and activities with more than $1 million in annual outlays;
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e Develop, execute, and monitor corrective action plans until the corrective actions
are closed out;

e Incorporate lessons learned from prior fiscal year activities into improper
payment reduction efforts; and

e Establish compliance mechanisms and requirements for programs deemed non-
compliant.

To perform the above actions, a five phased approach will be followed to provide the
Department a continuous cycle of IPERA planning and reporting activities. Annually, a
schedule of activities will be developed by the program office to layout the work needed
to perform work in each of the five phases listed below:

1. Planning: The Planning or initial phase begins each year in August with a Kick-Off
meeting to deliver expectations and any changes from the previous year of all
improper payment related activities. These changes can include, but are not limited
to, scheduling changes, any updates to laws and/or guidance as applicable to all VA
reporting entities, along with consideration of any new programs initiated during the
current year. To successfully develop a schedule of activities, the program office
and VA reporting entities will:

a. Annually, review new improper payment and debt legislation, new regulations,
Executive Orders, Presidential Memorandums, Office of Management and
Budget (OMB) Circulars, Department of Treasury Bulletins, Office of Inspector
General (OIG) reports, lessons learned from prior years improper payment
assessment activities, and other Department guidance to determine if there
will be any changes to the succeeding fiscal year’'s improper payment
program.

b. At the beginning of the next fiscal year, perform a program analysis to identify
all programs and outlays within VA which are in-scope for improper payment
monitoring and reporting. To complete this step, VA reporting entities should
complete the Program Identification Template included as Attachment 1 to
this appendix.

2. Collecting: The collecting phase is ongoing throughout the year for VA reporting
entities. Each VA reporting entity is required to perform a number of mandated
improper payment program activities (see Diagram 1 below). The mandated
activities are:

a. Recapture and Recovery Auditing Activities (See Appendix B for more
information on this activity);
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b. High-Risk Program Testing (See Appendix C for more information on this
activity);

c. High-Dollar Overpayment Reporting (See Appendix D for more information on
this activity);

d. Do Not Pay Solution Implementation and Utilization (See Appendix E for more
information on this activity);

e. Other Activities as dictated by the IPERA Governing Board; and

f. Annual Reporting Requirements of Improper Payments.

After improper payment data has been collected from performing the mandated
activities, VA reporting entities will provide the program office initial information about
the assessment of payment controls and whether the controls are operating efficiently
and effectively. This data will form the basis of the annual reporting and will support
management’s overall evaluations of the program’s payment controls.

Diagram 1: Improper Payment Mandated Activities

'Improper Payment Measurement & Remediation Program Snapshot

Mandated Activities

1. Conduct payment
recapture audits for
programs with

5. Other actions as
required by the
President, Congress,

4. Agencies must
check all payments
and awards for all

2. Annually estimate 3. Report Quarterly any
erroneous payments from high-dollar
programs highly susceptible overpayments identified

expenditures of to improper payments by the agency programs against DNP OMB, QIG, or the
$1M or more before issuance agency
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* Establish recovery * Stat sample > 525K pre-award reporting
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scope or general = Develop + Regardless of match of Targets on
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3. Evaluating: The evaluating phase begins after improper payment data has been
collected. Each VA reporting entity will analyze the improper payment data and
information collected during performance of the improper payment program
mandated activities listed above. The main purpose for evaluating payment controls
is to determine whether an ineffective control would allow the issuance of an
improper payment or allow a control deficiency to go undetected. The VA reporting
entities will provide the program office analyses of their evaluations. The program
office will review the submissions and provide feedback to reporting entities either to
enhance their submission or ask for clarification as deemed necessary. The results
of these analyses will also be used to update any corrective action plans for the
programs examined during performance of the mandated activities.

4. Developing: During this phase, corrective action plans should be developed by the
responsible process owners and implemented for systemic payment control
deficiencies. Improper payments occur because of internal control deficiencies that
allow errors to be made in determining whether funds should be disbursed and
remain uncorrected before payment is made or due to be made. In order to improve
the internal controls over disbursements to the point where improper payments
occur at an acceptably low level, VA must determine what control deficiencies
allowed the improper payments to occur, and develop a process to fix those
deficiencies so that future improper payments are prevented. Once those processes
are developed, they must be implemented, and personnel working in the affected
area must be trained in how to perform their tasks using the new processes.

5. Monitoring & Reporting: The monitoring portion of this phase is ongoing while the
reporting aspects of this phase typically occur quarterly, annually, or ad hoc.
Monitoring the effectiveness of payment controls should occur in the normal course
of business. In addition, periodic reviews, reconciliations or comparisons of data
should be included as part of the regular assigned duties of the program office.
Periodic assessments should be integrated as part of VA reporting entities
monitoring of internal controls, which should be ingrained in the Department’s
operations. In response to reporting data calls throughout the year, VA reporting
entities will provide timely drafts in the format requested by the program office. The
program office will review the drafts and provide comments and edits back to the VA
reporting entities. The program office will then consolidate all drafts into one VA
agency-wide report. Any reporting requiring Key or Senior Accountable Official sign-
off will be forwarded and presented to the IPERA Governing Board for review.

Diagram 2 provides a general timeline of the schedule of activities and actions to be

performed by the program office and VA reporting entities to successfully complete the
five phases described above.
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Diagram 2: Schedule of Activities

Phase ‘ Descripton of Tasks ‘Fremew‘hug‘Sep Gct‘Nw‘Dec Jan‘Feb‘Mar Apr‘MaﬂJun Jul‘
Planning 100 Begin Planning fornext Fiscal Year

11 Update Improper Payment Plans and Timelings

12 Update edstng policies and procedures as needed

13 Complete Program Identicaion Template for Program Analysis

14 Requestwaieris) fom M3 on specidc program HighRisk Program Testing

15 Conduct IPINPER Arisk assessments BrHighRisk Program Testing

16 KeySenior Accountablz Officials sign offon nisk assessments

17 Reviewand update, ifnecessary RecaptureR ecowery Audi Aciviy Plans

Collecting 20 Gatherimproper payment dafa forreview On-going
21 Selecta ststicallyvalid i stsample DrHighRisk Program Testing Annual
22 Devslop TestPlan for HighRisk Program Testng Annal
23 Perfom Testing Annual
23 Develop Recovery Audting CostBeneit analysis fr suomissionto ONB Annual
24 Fpoylimited scope or general recoveryaudittechniquestio identfyowerpaymens  Annual
25 Perfom Do ot Pay(DNP) Pre-Award and Pre-Payment Actvifes Manthly

Evaluating 30 Malyze results ofimproper paym enta ciities On-going
31 Evaluate High-Risk Program Testing resulls forimproper payments Annual
32 Esfimate the amountandrate ofimpropsr payments Annal
33 Evaluate Recapture Aciitiss and Recovery Targets Annal
34 Perfom Recapture Aciviies o Collect Overpayments Annual

Developing 410 Develop Comective Action Plans to reduce improper payments On-going
41 Collect Recommendafions fom Payment Recapuire Audits Quartey
42 Develop CAPs to reduce improper payments as reported in PAR Annual
43 Prepare/lpdate CAPs fom High-Dollar Reports Quartey

Monitoring & Reporting | 50 Reporingand monioring of corrzciie acfons to prevent or defect mproper payments  On-going

5.1 Submitthe Recovery AuditReportto Congrass and OMB Annual
52 ReportonImproper Payments in e PAR Annual
5.3 SubmitquarteryHigh-Dollar Report kb the OIG Quarkry
54 01G Annual PERACompliance Audit Annual
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Attachment 1: VA Program Identification Template

Purpose:

The purpose of this template is to help identify all programs and activities within VA, and
to ensure that the total VA fiscal year outlays or disbursements are accounted for by
appropriation fund code. The programs and amounts identified in this template will be
used to plan the upcoming fiscal year improper payment activities necessary for
successfully monitoring, reporting, and remediating improper payments, as well as
ensuring compliance with applicable laws, regulations, and guidance.

Instructions:

1. Obtain VA SF-133 MinX FY Reports (Line 3020 — Outlays) by Fund Code from the
Financial Service Center (FSC), the Office of Financial Reporting (047GB), or other
appropriate reporting authority.

2. Obtain Financial Management System (FMS) or system of record extracts for
transactions recorded in standard general ledger accounts 4802 and 4902
associated with each fund code consisting of Undelivered Orders (Obligations,
Prepaid/Advanced) and Delivered Orders (Obligations, Paid), respectively. The
extract should include:

Treasury Account Fund Symbol (TAFS);
Fund Code (6-Digit);

Budget Object Code;

Cost Center,

Program Number (if applicable);

Program Name (if applicable);

Authorization Code or Transaction Code; and
Total Dollars (outlays).

S@ e o0 oy

3. Use the Program Identification template to enter the extract information into the tab
labeled “4802, 4902 Crosswalk”.

4. Regroup extract data by transaction type and program name in the tab labeled
“Program Template”. This tab will provide a list of all programs and all outlays by
payment type.

5. Enter SF-133 information into the tab labeled “SF133 Recon by TAFS”. This tab will
provide a reconciliation of the Crosswalk to the SF-133 data and separate
transactions that may be in-scope from journal entry adjustments that are out of
scope.
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6. The tab labeled “Recon by Program Totals” will support completeness and accuracy

of the program identification and also aid in reconciling the SF-133 to the extract.®

The VA entity-level SF-133 submitted to Treasury should match the Statement of
Budgetary Resources (SBR) published in the agency’s annual PAR or AFR. An
optional reconciliation has been built into the template and provides for a
comparison of the SF-133 to the SBR. To complete this check, data should be
added to the tab labeled “SBR Template”.

To finish the program analysis step, the last tab of the Program Identification
Template will be completed and should have a variance of no more than 2 percent.
All variances will need to be explained before submitting the template to the
Program Office for review.

Tools:

e SF-133 — Department of Treasury FMS Report on Budget Execution and
Budgetary Resources.

e VA Statement of Budgetary Resources (SBR).

e GL 4802 — FMS General Ledger Account: Undelivered Orders (Obligations,
Prepaid/Advanced).

e GL 4902 — FMS General Ledger Account: Delivered Orders (Obligations, Paid).

3 For most of the VBA programs, transactions are interfaced into FMS at the TAFS or
sub TAFS level and a program level break out from FMS or MINX is not available.
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Tab 1: 4802, 4902 Crosswalk

WA Totals by Fiscal Year

Summary of Activity by Total Dollars

GL Account Program
Treasury Fund Symbol {TAFS) (4802£4902) Fund Code BOC Cost Center  Program No. Name Total
$0.00
Tatal By TAFS - - - - - - $0.00
Grand Total $0.00
*BA: Include Prior Year Recovery
Mate to user:
Fill out the termplate in the order the TABS are laid out.
The template is formula-driven. Please ensure vou do not overwrite formula.
Tab 2: Program Template
IPERA Program Template for FY ** Disbursements
NAME
POC Hame
POLC Phone
Gaca Non.Federal Intra
Gross Disbursemants 5 & Purchase Total
TAFS Disbursements | axcluding those Payroll Payments! | governmental Card Travel | Banafits Misc, Exponsas Differance
out.of Contracts Payments
IFERA F'rogrum ¥
Mo.  [Hame
0.00 00 0.00] 00 00 j lq 0.0 [1] 1] 0.00] i
0.00 00 0.00 00| 00 .00 0.0 Ii] )| 0.00 i
|Frogram 1 Total 0. .00 0.0 00| 100 0] .01 )| | 0.00 .0
Ho_[tame I
0.00] 0.00] 0.00] 0.00] 0.00 0.00] 0.00] 0.00] 0.00] 0.00] 0.00
0.00/ 0.00 0.00/ 0.00 0.0d 000 0.00 0.00 0.00 0.00 0.00
Program 2 Tatal 0,00/ 0.00) 0.00] 0.00| 0.00] 0. 0.00] 0,00/ 000/ 0.00] 10.00)

Journal Entries of
Adjustments L]
Totals
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Tab 3: SF-133 Recon by TAFS

SF-133 SGL 4802

SGL 4302

Appendix A

TAFS SYMBOL | Gross outlays | | TAFS symBoL Total

Disbursements

TAFS SYMBOL

Total

Disbursements JE Adjustments

Grand Total

0.00

0.00

0.00

0.00

TIERS
Disbursements
control total

Difference

0.00

0.00] | 0.00

0.00

ADJ

Tab 4: Recon by Program Totals

VA Totals by Fiscal Year
PROGRAM TOTALS

PROG 1 -PROG Name

PROG 2 - PROG Name

MISC - PROGRAMS

Program Totals
Journal Entries and Adjustments
Total Disbursements

CROSSWALKTOTAL
JE Adjustments
Total SF-133 Totals

DIFFERENCE

$0.00
$0.00
$0.00

Notes:
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Tab 5:SBR Template

Amount %

VA Statement of Budgetary
Resources

Prepared as of:

e

Period 12, September
14. Gross Outlays

Tab 6: Program Checklist

Program Checklist
Contact Information
Name:
Point of Contact:
Contact Phone Number:
Program Checklist Completed by:
Template Disbursement Amounts Comparison to Supporting Documentation
Gross Disbursement Amount Reported on Template ] =
Gross Disbursement Amount Reported on SF-133 § -
Gross Disbursement Amount Difference ] -
Gross Disbursement Percentage Difference 0.0%
Is the difference material (2% or more)? No
Template Disbursement Amounts Comparison to VA SER
Gross Disbursement Amount Reporied on Template $ -
SBR line 19a or 14 Gross Qutlavs from OFP: Financial Reporting 5 =
Gross Disbursement Amount Difference 5 -
Gross Disbursement Percentage Dhfference 0.0%
Is the difference material (2% or more)? No

* The Program checldist is to be completed and submitted along with the Program template.

* The Program template is to be reconciled to the SBR and/or SE-133. The Program template should not be submitted
to IPRO until the material difference between the Program Amount Reported and Supporting Documentation i

less.

*The Program template should include Program name, responsible point of contact, and contact phone number.

* Any questions should be addressed to [PRO

26



Department of Veterans Affairs January 2016
Financial Reporting — Erroneous and Improper Volume VIl — Chapter 9
Payment Reporting under OMB Circular A — 123, Appendix C Appendix B

APPENDIX B: RECAPTURE AND RECOVERY AUDITS

OVERVIEW. Previously, payment recapture audits were required for agencies that
entered into contracts in excess of $500 million in a fiscal year. With the enactment of
the Improper Payment Elimination and Recovery Act (IPERA), the Recovery Auditing
Act was repealed (see the Office of Management and Budget (OMB) Circular A-123
Appendix C, Part 1.D) and agencies’ responsibilities surrounding payment recapture
and recovery audits significantly increased. IPERA now requires:

. A cost-effective payment recapture audit program as part of a system of internal
controls to prevent, detect, and recover overpayments. A program of internal
control may include policies and activities such as prepayment reviews, a
requirement that all relevant documents be made available before making
payment, and performance of post-award audits.

e A payment recapture audit program for programs and activities that expend more
than $1 million in a fiscal year, if conducting such audits is cost-effective.

. Program audits to be performed by employees of the agency, by another
department or agency, by non-Federal entities expending awards, by contractors
performing services under contracts awarded by the agency, or any combination
thereof.

o Establishment of payment recapture targets that drive annual performance.

. Information from program audits is used to ensure actions are taken to improve the
agency’s internal controls to address problems that directly contribute to the
issuance of improper payments.

e Report on payment recapture and recovery audit programs in the PAR or AFR (see
OMB Circular A-136). Annually report to Congress and OMB, by November 1 of
each year, any recommendations identified as part of the annual payment
recapture audit process and any corrective actions taken by the agency, if external
contractors are used to conduct the payment recapture audits.

Payment Recapture and Recovery Audit Activities.

VA Administrations and Staff Offices are required to develop and implement a payment
recapture and recovery audit program. Initially, for approval from the IPERA Governing
Board, Administrations and Staff Offices shall prepare a Payment Recapture and
Recovery Audit Activity Plan to address the implementation of an annual program.
Updates to annual plans should be submitted to IPRO once they have been completed.
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e Planning

VA shall have a cost-effective payment recapture and recovery audit program as part of
a system of internal controls to prevent, detect, and recover overpayments. The
program may include policies and activities, such as:

e post-payment reviews;
e performance of post-award audits;

e payment recapture auditing techniques such as a data matching with Federal,
state, and local databases;

e data mining and predictive modeling;
e forensic accounting tools;
e alignment of due diligence and risk oversight; and

e prioritization of verification activities by evaluating and utilizing the value of the
task against the effort it will consume (e.g., in-person audits, written notices,
phone calls).

The program may be designed to leverage internal and/or external resources. Program
audits may be performed by employees of the agency, by another department or
agency, by non-Federal entities expending awards, by contractors performing services
under contracts awarded by the agency, or any combination of the listed options. When
comparing options during the planning stage, agencies should take into account the
relative workload that Federal resources could accomplish over the period of time that
the payment recapture audit work needs to be performed, and determine whether
additional costs need to be incurred by the Federal government to accomplish the work.

After taking into account the incremental costs of performing the payment recapture
audit work with federal resources, versus the cost of using contractors, the agency may
determine that some of the work may be most cost-effectively performed by contractors.
Regardless of whether internal or external resources are selected, the plan will provide
for the ongoing execution of recapture and recovery audit activities on a cost-effective
basis. Each plan should also include the following components:

1. Milestones, Tasks and Sub-tasks. These items shall clearly outline the audit
activity plan activities and anticipated completion dates. All milestones, tasks, and
sub-tasks should be readily understandable and demonstrate tangible progress
toward program plan core objectives. When developing a Recapture and
Recovery Audit Activity Plan, program managers, should identify any key
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dependencies between tasks and sub-tasks that could create risk to the successful
completion of the plan.

2. Payment Recapture and Recovery Targets. VA program managers and any
individuals/entities charged with responsibility for payment recapture under IPERA
(e.g., the VA Debt Management Center — DMC), shall prepare program-specific
payment recapture and recovery targets. VA program managers and IPERA
points of contact are required to establish annual targets to drive their
performance. These targets should be developed as an essential component of
the Payment Recapture and Recovery Audit Program Plan. The targets shall be
based on the rate of recovery (i.e., amount of improper overpayments recovered
divided by the amount of improper overpayments identified). Agencies are
expected to report current year (CY) amounts and rates, as well as recovery rate
targets for the next three years (CY +1, +2, and +3).

3. Managing Targets. Program managers and other responsible individuals/entities,
such as DMC, may set different payment recapture targets for the different types of
payments made within specific programs. At a higher level, VA may set a target
that encompasses all aggregated contract payments, and another target that
encompasses all aggregated grants payments. VA program managers and other
responsible individuals/entities will strive to achieve annual recapture targets of at
least 85 percent for FY 2013 and beyond for each individual program. If VA
program managers and other responsible individuals/entities believe they cannot
achieve an 85 percent annual recapture target, they must provide IPRO with
supporting analysis that demonstrates why a lower target is warranted. This
analysis will be used to seek approval from OMB before setting the program
targets at an appropriate level. OMB has reserved the right to notify VA that it
needs to establish stricter targets or additional measures.

When planning a payment recapture audit program, agencies should ensure that
activities do not duplicate the work of other audits or reviews of the same set of records,
or for the same recipient, when those other audits are designed to specifically employ
payment recapture audit techniques or the same evaluation criteria is used to identify
and recapture overpayments. For example, a payment recapture audit that was
designed to identify overpayments that only evaluated beneficiary eligibility, would not
be duplicative of a payment recapture audit that evaluated whether payments were
made in the correct amount, since different techniques will be used to identify potential
overpayments. However, if both audits evaluated beneficiary eligibility to find
overpayments, and they both examined the same set of records, then they would be
duplicative to the extent they used the same techniques to identify the same
overpayments in the same files. At a minimum, VA should coordinate with the VA
Inspector General and other organizations with audit jurisdiction over VA programs and
activities to ensure against such duplication of effort.
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Instances of potential fraud discovered through payment recapture audit and recapture
activities shall be reported immediately to the VA Inspector General and program
administrators (OMB Circular A-123, Appendix C, Part |.D).

e Apply limited scope or general recovery techniques.

All programs and activities that expend $1 million or more annually shall be considered
for payment recapture audits. VA shall review different types of programs and activities
and prioritize conducting payment recapture audits on those categories that have a
higher potential for overpayments and recoveries. VA will utilize known sources of
improper payment information and give priority to recent payments made in programs
identified as susceptible to significant improper payments. Possible sources of
improper payment information include:

1. Statistical samples and risk analysis that are an essential element of the improper
payments reporting and elimination life cycle, and are conducted on an ongoing
basis to identify programs at risk for improper payments (see Appendix A).

2. The results of ongoing pre-payment and post payment reviews and audits can also
be successfully leveraged to prioritize payment recapture audit efforts.

3. VA Inspector General reviews, Government Accountability Office reports, self-
reported errors, reports from the public, audit reports, and the results of the VA
audit resolution and follow-up process, can all serve as useful sources of
information when prioritizing payment recapture audits and developing payment
recapture audit program plans.

e Waiver Process.

If VA determines that it would be unable to conduct a cost-effective payment recapture
audit program for certain programs and activities that expend more than $1 million, then
VA must notify OMB and the IG of this decision and include any analysis used by VA to
reach this decision. OMB may review these materials and determine that VA should
conduct a payment recapture audit to review these programs and activities. In addition,
VA shall report in its AFR 1) a list of programs and activities where it has determined
conducting a payment recapture audit program would not be cost-effective; and 2) a
description of the justifications and analysis that it used to determine that conducting a
payment recapture audit program for these programs and activities was not cost-
effective.

As such, if program management can clearly document that conducting a payment
recapture audit would not be cost-effective, it may seek a waiver. Each waiver request
should have specific details around the rationale for exempting the program from a
recovery audit. The waiver should, at a minimum, include the following:
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Documentation that clearly details what options were explored during the cost benefit
analysis phase. More specifically, the documentation should show:

e Both the internal and external audit resources that were considered;

e The reasons for not pursuing these resources;

e To the extent possible, a breakdown of how the costs associated with executing
an audit would exceed the potential benefits (i.e., net recovered overpayments
vs. costs); and

e The signature and approval of both program management and administration
financial management leadership to demonstrate their concurrence with the
decision not to pursue a recovery audit.

Waivers are reviewed on a triennial basis by OM and program management will be
prepared to submit the results of their cost benefit analyses for review every three
years. Each waiver request must be supported by a completed Cost Benefit Analysis.

e Cost Benefit Analysis.

Payment recapture audits should be implemented in a manner designed to ensure the
greatest financial benefit to the Federal government (OMB Circular A-123, Appendix C,
Part 1, D). A key element of the audit program planning process is the execution of a
cost-benefit analysis to determine if a recovery audit is cost effective for each program.
When conducting a cost benefit analysis, program managers will consider the following
criteria (see Attachment 1 to this appendix for the suggested cost benefit analysis
template to use when completing this step):

1. The likelihood that identified overpayments will be recaptured. For example,
whether the:

e Laws or regulations allow recovery;

e Recipient of the overpayment is likely to have resources to repay overpayments
from non-Federal funds;

e Evidence of overpayment is clear and convincing (e.g., the same exact invoice
was paid twice), as opposed to whether the recipient of an apparent
overpayment has grounds to contest; and

e Overpayment is truly an improper payment which can be recovered, rather than
a failure to properly document compliance.

2. The likelihood that the expected recoveries will be greater than the costs incurred
to identify the overpayments. For example:
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e Can efficient techniques such as sophisticated software and matches be used
to identify significant overpayments at a low cost per overpayment or will labor-
intensive manual reviews of paper documentation be required?

e Are tools available to efficiently perform the payment recapture audit and
minimize payment recapture audit costs? Payment recapture audits are
generally most efficient and effective where there is a central electronic
database (e.g., a database that contains information on transactions and
eligibility information) where sophisticated software can be used to perform
matches and analysis to identify recoverable overpayments (e.g., duplicate
payments).

e For each discrete segment of the payment population, based on an estimate of
the amount to be recaptured, and an estimate of the costs of identifying the
estimated amount to be recaptured, is the estimate of the amount to be
recaptured greater than or equal to the estimate of the costs to be incurred?

To the extent possible, VA should engage with outside experts — including employees at
other federal agencies or private sector specialists — that can provide input on data
access, aggregation, analytics, algorithms, and more simply, basic fraud or error
patterns that VA should track.

In the event that a program cannot otherwise provide sufficient supporting analysis to
demonstrate that it would not be cost-effective to perform payment recapture audits for
their program, they are to use limited scope pilot payment recapture audits in areas
deemed of highest risk (e.g., based on Improper Payment Information Act of 2002 (IPIA)
risk assessments) to measure the cost-effectiveness of conducting payment recapture
audits on a larger scale. OMB may elect to review this material and reserves the ability
to compel the program to conduct a payment recapture audit.

e Payment Recapture and Recovery Audit Execution.

Once a payment recapture and recovery audit is determined to be cost-effective, and a
program audit activity plan has been developed and finalized, program management
shall execute a payment recapture and recovery audit. Program management will hold
the persons responsible for conducting the audit (reviewers) accountable to achieve the
milestones contained in the comprehensive program audit activity plan. In general, the
payment recapture audit life cycle will include:

1. As necessary, conduct a kickoff meeting with program management and the
reviewers. During the meeting, program management will discuss the program
audit activity plan with the review personnel and address any questions or
concerns they may have.
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2. Program management is encouraged to hold routine meetings to review progress
toward key audit milestones. During these meetings, program management will
review status reports with the reviewers to gauge progress and identify areas for
improvement.

3. If external resources will be used and the use of a contractor is being considered,
appropriate methods (e.g., Request for Proposals) will be initiated with the
assistance of the VA Office of Acquisitions (OAO). Basic requirements when
engaging a payment recapture audit contractor include:

e The contractor may, with the consent of VA, notify entities (including
individuals) of potential overpayments made to such entities, respond to
questions concerning potential overpayments, and take other administrative
actions with respect to overpayment claims made or to be made by VA.
However, the payment recapture audit contractor will not have the authority to
make final determinations relating to whether any overpayment occurred and
whether to compromise, settle, or terminate overpayment claims.

e To the extent possible, any underpayments identified through the payment
recapture audit process should also be corrected by VA programs. VA may
include provisions that authorize payments to payment recapture auditors for
identifying underpayments.

e Required Contractor Reports: At a minimum, each contract for payment
recapture audit services shall require the contractor to:

a. At least twice a year, provide reports to the agency on conditions giving rise
to overpayments (e.g., root causes of overpayments) identified by the
contractors and any recommendations on how to mitigate such conditions.
The results of such analyses and related recommendations will be
considered by the agency as part of its management improvement program.
If requested, the agency will provide such information to its Office of
Inspector General.

b. Notify the agency of any overpayment identified by the contractor pertaining
to the agency or to any other agency or agencies that are beyond the scope
of the contracts.

c. Report to the agency and the agency's Office of Inspector General credible
evidence of fraud or vulnerabilities to fraud, and conduct appropriate training
of contractor personnel on identification of fraud.

Program managers will review the results to ensure the findings are adequately

substantiated and supported to validate and verify that an improper payment does exist.
Part of this review will be to determine the source of the funding from which the
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overpayment was made (e.g., pre-IPERA vs. post-IPERA, discretionary vs. mandatory),
and will conclude with all of the actual recoverable overpayments being timely entered
as accounts receivable in a manner that makes the recoverable amounts, and the
amounts subsequently recovered, easily traceable in the accounting system as a
recoverable amount from a payment recapture audit. To the extent possible, any
underpayments identified through the payment recapture audit process should also be
corrected by VA programs.

e Recovery and Recapture Audit Evaluation.
VA Program managers will conduct final reviews of payment recapture audits to:
1. Review success in achieving targets and milestones;

2. Determine the final costs and recoverable amounts from the identified
overpayments associated with the audit against the original cost and provisional
recoverable estimates provided by the auditor;

3. Capture best practices to be applied to future audits; and

4. Identify areas for improvement which should be used to inform future reviewers,
and audit methodology selection processes, as well as changes to payment
processes.

e Recovery Audit Costs.

VA may include provisions that authorize payments to payment recapture auditors for
identifying underpayments and overpayments. OMB Circular A-123, Appendix C, Part
I.D, outlines the purposes for which post-IPERA (i.e., after July 22, 2010) recaptured
funds may be used. The actual expenses incurred by recovery audits may be
reimbursed using overpayments recovered from discretionary accounts that were
appropriated after enactment of IPERA and that have expired. Contractors may also be
paid for recapture audit services with recovered overpayments from expired,
discretionary accounts. Unless otherwise specified in legislation that overrides IPERA,
once the costs associated with payment recapture audits have been recaptured, the
remaining post-IPERA funds may be allocated using the following guidance:

Twenty-five (25) percent Recapture Fund. Any expired, recaptured discretionary
amounts that were appropriated after enactment of IPERA (i.e., after July 22, 2010) that
are not used to reimburse expenses of VA or compensate payment recapture audit
contractors, as described in OMB Circular A-123, Appendix C, Part I.D, Section 14(b)
shall be used for:

¢ A financial management improvement program;
e The original purpose of the funds;
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e Inspector General activities; or
e Returned to the Treasury as miscellaneous receipts.

VA shall determine the actual percentage of recovered overpayments used for the
purposes outlined in OMB Circular A-123, Appendix C, Part |.D, Section (14(b) up to the
maximum amount allowed in the law and the guidance. Specifically:

1. Up to 25 percent of the recaptured funds may be used for the financial

management improvement program (see OMB Circular A-123, Appendix C, Part
[.D, Section 14(b)). This funding shall be credited, if applicable, for that purpose
identified by the VA Secretary to any appropriations and funds that are available
for obligation at the time of collection. These funds shall be used to supplement
and not supplant any other amounts available for that purpose, and shall remain
available until expended. Such funds can go to non-Federal entities, such as state
and local governments, if VA determines that is the best disposition of the funds to
support its financial management improvement program.

2. Up to 25 percent of the recaptured funds may be used for the original purpose.
This funding shall be credited to the appropriation or fund, if any, available for
obligation at the time of collection. The funds will be available for the same
general purposes as the appropriation or fund from which the overpayment was
made. If the appropriation from which the overpayment was made has expired, the
funds shall be newly available for the same time period as the funds were originally
available for obligation. However, any funds that are recovered more than five
fiscal years after the last fiscal year in which the funds were available for
obligation, shall be deposited in the Treasury as miscellaneous receipts.

3. Up to 5 percent of the recaptured funds shall be available to the VA Inspector
General. The VA Inspector General may use this funding to carry out the law’s
requirements, and perform other activities relating to investigating improper
payments or auditing internal controls associated with payments. However, the
funding shall remain available for the same period of availability and purposes as
the appropriation or fund to which it is credited.

Any funds remaining after being used to pay for expenditures under items 1-3 above,
are to be credited to the expired account from which the overpayment was made and
returned to Treasury as miscellaneous receipts.

e CAPs.

VA program managers will review the outcome of each recapture and recovery audit
activity and develop/update Caps, as appropriate. Each CAP will review the root cause
of the payment errors and any failures to reach the recovery targets. The CAP will
outline a strategy to remediate root causes and achieve the targets in the next recovery
audit cycle. The plans should incorporate recommendations of recapture recovery
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auditors, as appropriate. Each CAP will be submitted to IPRO for review prior to the
execution of the next recovery audit for that program.

e Payment Recapture Audit Reporting.

In accordance with OMB Circular A-136, detailed annual reporting of the payment
recapture audit program and results is required in each VA AFR. In addition, if external
contractors are used for payment recapture auditing, a separate annual report must be
submitted to OMB and Congress by November 1 of each year describing VA actions
pursued in the prior fiscal year, recommendations to mitigate conditions contributing to
overpayments, and the result of corrective actions employed. Use the following template
for preparing the Annual Report to Congress.

Template for Preparing the Improper Payment Annual Report to Congress (if
required)

Background: This template provides each Department of Veterans Affairs’ (VA)
reporting entity a structured template to report on actions taken to conduct recapture
and recovery audit activities. This report shall describe agency efforts during the
previous fiscal year. A copy of this report will also be provided to the OIG and OMB.

Reporting Entity: Name of Reporting Entity

Fiscal Year of Reporting: FY20XX

Executive Summary

High-level summary to discuss the reporting entities efforts surrounding recapture and
recovery audit activities in accordance with the Improper Payments Elimination and
Recovery Act (IPERA, P.L. 111-204) and OMB Circular A-123, Appendix C, Part I.

Section I: Overview

This section addresses:
Evaluation of the steps taken to carry out a recapture and recovery audit program;

Programs in scope for recapture and recovery audit activities;

The methods used by the reporting entity to identify and recapture overpayments;

Any cost/benefit analysis performed and any 2-year waiver requests of OMB;

Types of reviews performed (i.e., general or focused auditing activities, contracting,

etc.);

6. Corrective actions taken during the current fiscal year to address recommendations
from the preceding fiscal year; and

7. Any trends, causes of improper payments, and lessons learned.

a s ownhPRE
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Section Il: Audit Results

In accordance with OMB Circular A-136, “Financial Reporting Requirements,” VA is
required to provide an annual submission for the AFR on recapture and recovery audit
activity efforts. The information reported in this section will highlight (summarize) the
detailed data reported in the AFR. The data reported in this section should reconcile to
the data reported in the current fiscal year AFR. If the information does not reconcile,
the reporting entity will need to clearly explain the differences in this report.

Section Ill: Audit Recommendations

This section addresses recommendations on how to mitigate improper payments
identified through recapture and recovery audit activities.

Section Ill: Corrective Actions Taken or Planned

This section addresses corrective actions the reporting entity took to address current
fiscal year auditor recommendations.

Attachment 1: Instructions for Completing the Cost Benefit Analysis
A. PROCEDURES

Qualitative Analysis — Template 1

The following steps are taken to prepare the Qualitative Analysis:

1. Enter the following information at the top of the worksheet, which will automatically
populate on the remaining worksheets:

e Administration
e Fund group
e Program Name

2. Answer the questions by using the drop down box, which appears when the cursor
is placed in the specific cell of the worksheet. Select “X” in either the “Yes” or “No”
column. The definition of the responses are as follows:

a. Yes — criteria exists in all required cases; and

b. No — criteria exists in none of the required cases.

It is necessary to use yes/no answers in order to calculate the score for the
qualitative section of the analysis. For example, the answer would be “yes” in
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situations where the program office believes the majority of overpayments for the
program are recoverable. The answer would be “no” in situations where the
program office believes the majority of overpayments for the program are not
recoverable.

Be sure to answer every question for a total of sixteen responses. All questions
should be answered as they apply to the entire population of overpayments for the
program rather than individual payments. Also, comments are mandatory to
support the reviewer’s response.

The template will automatically calculate a score between one [1] and zero [0].

Quantitative Analysis — Template 2

The following steps are taken to prepare the Quantitative Analysis:

1.

Obtain a copy of the Program Identification template for total disbursements and
total in scope disbursements [absolute values].

Open the “Program Identification” worksheet in the Cost Benefit Analysis
workbook. For each program under review, copy the program amounts for total
disbursements and total in scope disbursements [absolute value] from the Program
Identification template to the same columns in the “Program Identification”
worksheet.

Obtain a copy of the Total Amounts Reviewed and the Total Costs Incurred for
services performed by other organizations (such as the Financial Services Center
(FSC), the Chief Business Office (CBO), the Debt Management Center (DMC), or
any other shared service organization). Based on the Total Amounts Reviewed,
determine a percentage to allocate costs incurred by the service organization to
each program.

Update the Rate worksheet with the following:

a. Forthe Growth Rate percentage, use the most current consumer price index
as the percentage.

b. Forthe Total Costs, enter the Total Costs Incurred for FSC services in the
“Total Costs/Allocations for FSC” box, the Total Costs Incurred for CBO
services in the “Total Costs/Allocations for CBO” box, the Total Costs Incurred
for DMC services in the “Total Costs/Allocations for DMC” box, and Total
Costs Incurred for Other Services in the “Total Costs/Allocations for Other”
box.
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c. For the allocation percentage for FSC, CBO, DMC, or Other Services, use the
allocation percentage from the Total Amounts Reviewed template for the
specific program for services performed by other organizations. The Direct
Costs of Collection will automatically populate once the total cost is multiplied
by the allocation percentage. The Total Direct Costs of Collection will be the
sum of the Direct Costs of Collection for FSC, CBO, DMC, and Other Services.
This amount will carry forward to the direct cost of collections line on the
quantitative analysis for the program.

Recommended Estimation Methodology for the Quantitative Analysis

For a given fiscal year of reporting, the applicable time period of relevant data will be
from the prior fiscal year. For example, for FY2016 reporting, the recovery and cost
amounts will be those improper payments identified and payment recapture activity
costs incurred from October 1, 2014 through September 30, 2015. For a given
program, multiple offices may conduct payment recapture activities. A program may
have payment recapture activities conducted by its program office and /or a shared
service provider (ex. FSC, CBO, DMC). The total improper payments identified for a
program is the sum of the improper payments identified by all of the offices that conduct
payment recapture activities for the program. The following instructions are to provide
examples of the type of information that could be used to complete the quantitative
analysis. These are examples only, and each program should use information specific
to the program. For each of the line items for recovery and cost categories, use the
following computations:

1. Program annual outlays — Obtain from the Program Identification tab the absolute
value of total in scope disbursements for each program under review.

2. Number of improper payments found — use the actual count of improper payments
identified during the year (e.g., transactions log).

3.  Amount of improper payments reported:

e Use the estimate of the amount of improper payments identified by multiplying
the program annual outlays by an estimated error rate.

e For IPERA high-risk programs, the estimated error rate is the prior year
improper payment recoverable percentage as reported in the AFR.

e For non-IPERA high-risk programs, the estimated error rate is calculated by
dividing the total improper payments identified by the total amounts reviewed of
all the payment recapture activities conducted for the program.

4.  Amount of recoveries disallowed:
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e Obtain the estimate of the non-recoverable amount of improper payments
reported by multiplying the amount of improper payments reported by an
estimated recoveries disallowed percentage.

e For IPERA high-risk programs, the estimated recoveries disallowed percentage
is calculated by dividing the ‘Amount Determined Not To Be Collectible’ field by
the ‘Amount Identified for Recovery’ from the AFR.

e For non IPERA high-risk programs, the percentage is calculated by dividing any
data of recoveries disallowed from the program office or service providers by
the amount of improper payments reported.

5.  Amount of improper payments cancelled — obtain the estimate of the total amount
of improper payments cancelled or prevented from pre-payment edits and checks.
Some of the improper payments cancelled may be supported by a shared service
provider. If this occurs, the amount of improper payments cancelled or prevented
will be added to total amount of improper payments cancelled identified by the
program office.

6. Amount of improper payments recoverable — the amount of improper payments
reported minus the amount of recoveries disallowed plus the amount of improper
payments cancelled.

7.  Amount of improper payments recovered — obtain the estimate of the total amounts
recovered by multiplying a recovery percentage by the amount of improper
payments reported, added to the total amount of improper payments cancelled.

e For IPERA high-risk programs, the recovery percentage is the percent of
Amount Recovered out of Amount Identified’ field from the prior year’'s AFR.

e For non IPERA high-risk programs, the recovery percentage is calculated by
dividing the total amount of improper payments recovered by the total amount
of improper payments reported for the program.

8. Procurement costs — costs of having a data store, networks to service the
receivable database, purchases of systems, software, hardware, etc. For
example, $10,000 for the cost of Statistical Analysis System (SAS®) analytical
tools. The Department may contact vendors to price potential purchases.

9. Cost related to assigned staff — costs for program staff assigned to conduct
payment recapture and recovery activities and assigned tasks. For example, an
estimate based on two FTEs (one GS-13 and one GS-12) whose duties include
processing receivables.
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10. Contractor cost — costs of contract related activities. For example, using a
contingency fee of 25 percent of improper payments recovered. As applicable, the
Department may contact potential contractors or use information from other
agencies to estimate these costs.

11. Supplies and materials — costs for supplies and materials, and systems usage
associated with reporting on the amount of improper payments. These costs are
based on professional judgment. The organization may estimate these costs by
tracking the inventory of supplies and materials, and by reviewing system
allocation reports.

12. Direct costs of collection — obtain the costs or allocations for payment recapture
activities, including identification of improper payments, collection of improper
payments, and reporting of improper payments performed by shared service
providers. These costs should be provided from the shared service providers.
Use total amounts reviewed to allocate a portion of these costs to each program.

13. Programs incentives — costs of rewarding recipients, sub-recipients, state and local
governments for their efforts in recovering improper payments. These costs are
based on professional judgment. The estimated incentive rate is approximately 3
percent. The Department may obtain their estimate for incentive fees by
researching other agencies agreements with the recipients, sub-recipient, state
and local governments.

14. Legal costs — costs for internal and external legal activities such as services
performed by the Department of Justice, VA/Office of General Counsel or private
attorneys. Legal services were excluded since these estimates are generally
based upon specific incidences. The Department may obtain an estimate for legal
costs by assessing historical data.

15. Other costs — costs that would not reasonably reside in the other cost categories
above. The Department may use this category if an identified cost does not align
with the above categories.

Completing the Summary of Results — Template 3

The following steps are taken to complete the overall cost effectiveness analysis:

1. The Summary of Results template automatically populates a decision of “Yes” or
“No” after all required information has been populated into the qualitative and
guantitative worksheets.

2. The gualitative and quantitative scores are assigned weights by VA management.

The qualitative analysis score is 20 percent of the overall qualitative score. The
guantitative analysis score is 80 percent of the benefit-cost coefficient.
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3. If the combined weighted qualitative and quantitative score is equal to or greater
than 1.5, then a payment recapture audit should be performed.

B. Templates
Qualitative Analysis Template

Quantitative Analysis Template
Summary of Results Template

wnN P
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Administration:

Fund Group:

Program Name:

Qualitative Cost Benefit Factors

Insert choice "X" in cellusing drop down list
SECTION (a) The likelihood that identified overpayments will be S No Commaents [Mandatory]
recaptured
1. Are there laws orregulations in place that would allow for recovery
of overpayments?
2. Does the recipient of the overpayment have the ability to repay
overpayment (s) rom non-Federal funds?
3. Is the evidence supporting overpayments clear and convincing?
4. Is the overpayment recoverable?
SECTION (b) The likelihood that the expected recoveries will be
greater than the costs incurred to identify overpayments = M ST ([ EE ]
1. Are there techniques available to recover overpayments ata low
cost? (e.g. predictive modeling, data matching and data analytics)
2. Will the use of manual reviews of paper documentation be
minimized?
3. Are tools available to perform the payment recapture audit at low
cost?
SECTION (c) The degree to which the information systems and
other infrastructure contribute to the cost effectiveness of Yes No Comments [Mandatory]
overpayment recoveries
1. Are information systems and other infrastructures used to recapture
overpayments available, reliable and up-to-date?
2. Are there key management reports to support the progress of
recapturing overpayments?
3. Is the staff adequately skilled and trained to recapture
overpayments?
4. Are there controls in place to recover overpayments?
5. Are internal systems and processes used to reduce procurement
and contract costs?
6. Are records centrally located?
7. Are the records remotely available?
SECTION (d) Other considerations that may impact the cost
effectiveness of overpayment recoveries e R SEirEE [ Em R
1. Is the program subject to low public, regulatory or stakeholder
interest?
2. Is the program subject to low cccurrence of fraud, waste and
abuse?
SECTION (e) Qualitative Cost Benefit Results Yes MNo Comments [Mandatory]
Total Q Q
Point Score (Yes=1 and No=0) 1 9]
Subtotals (Question x Point Score) Q Q
Total Responses 16 16
Weighting C alculation 0.00 0.00
Qualitative Score 0.00

SECTION (f) Approvals

Reviewed by:

Date Reviewed:

Source: VA Financial Policies and Procedures, Volume Vi, Chapter 9, Appendix B, December 2012; and
OMB Circular A-122, Appendix C, Requirements for Effective Measurement and Remediation of Improper Payments
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IPERA Program- Quantitative C ost Benefit Analysis Template
Dollars in Thousands
Administration:
Fund Group:
Program Name:
. . (ban\:daon Fyid . FYis .
Quantitative Cost Benefit Factor estimated FY12 (based on projected | (based on projected
q FY13 data) FY14 data)
ata)
Program Annual Qutlays [C overed Payments] $0 30 30
Number of improper payments found N/A N/A N/A
Recovery Categories
Amount of improper payments reported $0 $0 $0
Amount of recoveries disallowed $0 30 $0
Amount of improper payments cancelled $0 $0 $0
Amount of improper payments recoverable $0 $0 $0
Improper payments recovered $0 $0 $0
CostCategories
Procurement costs [software, equipment, etc ] $0 $0 $0
Costrelated to assigned staff $0 30 $0
Contractors costs [audits, fees and/orincentives] $0 30 30
Costs of reporting improper payments $0 30 $0
Direct costs of collection (see 'Rates’ tab) $0 $0 $0
Program incentives [recipients, sub recipients, and, state and
local governments] $0 30 30
Legal Costs $0 30 $0
Other $0 $0 $0
Total Cost $0 $0 $0
Net Benefit (Cost)
(improper payments recovered less total cost) $0 $0 $0
Benefit-C ost C oefficient [Benefit/Cost]-See Footnote #DIV /0! #DIV/0! #DIVI0!

Footnote: The Benefit-Cost Coefficient equals the improper
payments recovered divided by total cost. A coefficient

greaterthan 1.0 means the benefits of establishing a payment

recapture audit program exceeds costs associated with
recovery of overpayments for the respective programs.

Additional Notes:

Based on

, the following is the estimated percentage for improper

payments reported as a percent of annual outlays; estimated percentage for
disallowed recoveries as a percent ofimproper payments reported; and
estimated percentage forimproper payments recovered as a percent ofimproper

payments reported.

Improper payments reported: 0.00%
Recoveries disallowed: 0.00%
Improper payments recovered: 0.00%
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Department of Veterans Affairs
IPERA Program- Summary of Cost Benefit Analysis

Administration:
Fund Group:
Program Name:

Continuing Program

Description Qualitative Quantitative Cost Effective
Benefit-Cost
Score . Yes/No
Coefficient
Weights 20% 80%
*$ummary of Results: 0.00 #DIV/0! #DIV/0!

** If the combined weighted qualitative and quantitative score is equal to or greater than 1.5, then a payment recapture audit
should be performed.

Conclusion:
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APPENDIX C: HIGH-RISK PROGRAM TESTING

Overview — VA reporting entities are required to annually review all programs and funds
they administer to see if any are highly susceptible to significant improper payments
(high-risk).

A. Pre-Risk Assessment. Utilizing the completed Program Identification Template
(See Appendix A: Overview, Annual Planning Overview, Annual Planning Activities, and
Data Reconciliation for more information), VA will define all of the major programs and
activities which are subject to improper payment reporting for the fiscal year. VA will
then conduct an evaluation, or pre-risk assessment, on each program to determine
whether or not a full risk assessment will be required in the current year. To assist
reporting entities with determining when a pre-risk assessment, risk assessment and
testing of sample payments are required refer to Table 1.

Table 1: Decision Table on Risk Assessments

a Risk and testing a

If the program... Assessment ... sample of
payments....

iS new is required may be required
has never completed a risk assessment . . .

is required may be required
before
was low or medium risk in a prior year and . . .

L : 7 is required may be required

had a significant change in legislation
was low or medium risk in a prior year and
had a significant increase in its funding is required may be required
level
had a change that resulted in a substantial . . .

is required may be required

program impact

is required once
every three
years (unless
otherwise
directed by OM)

was low or medium risk in a prior year may be required

is susceptible to improper payments as

reported in the prior fiscal year

is not required

is required

is designated as High-Priority by OMB

is not required

is required

has a waiver from OMB

is not required

is not required
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Pre-Risk Assessment Questionnaire (See Attachment 1 — Pre-Risk Assessment
Questionnaire) shall be used to help program managers determine the need for
conducting a risk assessment. When the questionnaire indicates that a risk assessment
is required in the current year, program managers shall use the Risk Assessment
Template (See Attachment 2 — Risk Assessment Template) to determine whether or not
their program is highly susceptible to improper payments (high-risk).

B. Improper Payment Risk Assessment. When performing risk assessments, all
VA applicable reporting entities shall conduct a risk assessment using the standardized
risk assessment template included in the appendix as Attachment 2 — Risk Assessment.
The risk assessment template provides a systematic method of reviewing a program
and identifying if the program is susceptible to significant improper payments. This
systematic method takes into account the following risk factors likely to contribute to
significant improper payments:

e Whether the program or activity reviewed is new to the agency;

e The complexity of the program or activity reviewed, particularly with respect to
determining correct payment amounts;

e The volume of payments made annually;

e Whether payments or payment eligibility decisions are made outside of the
agency, for example, by a State or local government, or a regional Federal office;

e Recent major changes in program funding, authorities, practices, or procedures;

e The level, experience, and quality of training for personnel responsible for
making program eligibility determinations or certifying that payments are
accurate;

e Significant deficiencies in the audit reports of the agency including, but not limited
to the agency Inspector General or the Government Accountability Office report
audit findings, or other relevant management findings that might hinder accurate
payment certification; and

e Results from prior improper payment work.

Completed Pre-Risk Assessment Questionnaires and Risk Assessments must be
submitted to IPRO for review. For Risk Assessments, the IPRO Director and submits
them through the DAS for Finance to the VA CFO for review.

C. Test Results Template. All programs deemed highly susceptible to issuing
improper payments (high-risk), must be tested to adequately estimate the amount of
improper payments the program may issue within a given period. VA reporting entities
must use Attachment 3 (Test Plan and Testing Template) to aid in developing effective
test plans and complete accurate reporting on testing results of identified improper
payments. At a minimum, test plans should include:

e The details of each test planned for each program and payment type,
e Criteria to be applied in determining whether a payment is improper, and
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e Steps necessary to determine the appropriateness of each payment. For
example, the following actions may be performed to validate the sample test
plan:

a. Perform a review of sample supporting documentation for each payment
type;

b. Review the relevant documentation necessary to perform a sample
payment decision, and determine if that decision was made in accordance
with documented procedures;

c. Discuss the preliminary results with program managers to obtain
assurance that the improper payment decision was based on accurate
and complete information.

All test plans and testing results should be submitted to the program office for review. It
is expected that test plans may vary widely between programs depending on the nature
of the payments.

D. Statistical Sampling for High-Risk Programs. For those programs that are
identified for testing, VA reporting entities must obtain a statistically valid estimate of the
annual amount of improper payments in programs and activities.

E. Corrective Action Plans and Procedures. VA reporting entities must utilize the
results of their statistical sampling measurements to identify the root causes and
implement corrective actions to prevent and reduce associated improper payments. VA
reporting entities should ensure that the corrective actions are leveraging new
technologies and techniques — such as forensic tools, pre-payment software, and data
matches — that are available and that can assist VA reporting entities in preventing and
reducing improper payments.

The Corrective Action Plan (CAP) addresses the factors identified that are contributing
to improper payments (See Attachment 4 for instructions on developing Corrective
Action Plans). In the CAP, intermediate targets are established for the factors that are
directly linked to the root cause of the error. For example, if a set of errors were due to
“no documentation,” a goal or target might be set to reduce “no documentation” errors
by 50 percent in the next year. Specific corrective actions are documented in the CAP
and implemented as soon as possible to increase the probability that appropriate
documentation is available to verify payments. In many cases, VA reporting entities will
implement long-term, on-going corrective actions that will be implemented and refined
on a continuous basis (e.g., the corrective action is in place for many years, though it
may be refined year-to-year). VA reporting entities should annually review their existing
corrective actions to determine if any existing action can be intensified or expanded,
resulting in a high-impact, high return-on-investment in terms of reduced or prevented
improper payments. VA reporting entities must report on their corrective action plans in
the AFR.
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1. Root Causes. For programs exceeding the thresholds, reporting entities shall
identify the reasons the programs are at risk of improper payments and put in place a
corrective action plan to reduce them. To determine the root causes for improper
payments, VA reporting entities should conduct an analysis of the business processes
that support the approval of payments A careful examination of each step in the process
may reveal the underlying causes of the improper payment allowing the program office
to introduce additional controls and/or training to help reduce the rate of improper
payments. Categories of root causes of an improper payment are defined in OMB
Circular A-136.

2. Reduction Targets. When compiling plans to reduce improper payments,
reporting entities shall set reduction targets for future improper payment levels and a
timeline within which the targets will be reached VA typically obtains OMB approval of
reduction targets during the AFR IPERA Reporting publication process.

3. Accountability. VA reporting entities must ensure that their managers and
accountable officials (including the agency head), programs and program officials, and
where applicable State and local partners, are held accountable for reducing improper
payments. In addition, for programs that are not implemented directly by Federal or
State VA reporting entities or government, VA reporting entities may also consider
establishing accountability mechanisms. For example, non-Federal entities could
include colleges that disburse grants and loans to students, or banks that disburse
loans to students. VA reporting entities shall assess whether the organizations have the
internal controls, human capital, information systems, and other infrastructures needed
to reduce improper payments to target levels, and identify any statutory or regulatory
barriers which may limit the VA reporting entities' corrective actions in reducing
improper payments.

4. Accuracy and Integrity. In developing CAPs, VA reporting entities should develop
the necessary corrective actions to ensure the accuracy and integrity of Federal
payments. Generally speaking, program integrity activities fall into three basic
categories: prevention, detection, and recovery.

e Prevention. Prevention activities are by definition proactive and designed to
prevent improper payments from occurring. These actions are performed prior to
payment issuance to ensure that the payment is accurate when made.

Examples of this type of activity include pre-payment reviews performed by
agency certifying officers, due diligence based on risk prioritization, and
predictive modeling.

e Detection. Detection activities occur subsequent to payment, and are intended to
detect improper payments that may have occurred. These actions test the
accuracy of payment processes and identify improper payments made during
those processes. For example, routine payment verification or quality control
would review a universe of payments using different criteria than used on the
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front-end to detect potential improper payments. Data matching compares two or
more data fields or sets to confirm consistent input. Use of forensic tools allows
payment patterns or anomalies to be isolated and subjected to further review.

Recovery. Recapture or collection activities refer to efforts directed toward
recovering improper payments. For example, the Treasury Offset Program is
frequently used to recoup delinquent overpayments. In addition, a payment
recapture audit has been shown to be effective when either an internal or
external organization reviews payments to determine correctness. An innovative
direction that some VA reporting entities have begun utilizing is risk sharing with
its contractors. For example, one large agency has its contractors assume
financial responsibility for any improper payments as unallowable contract costs.
In addition, this agency financially penalizes its contractor when the amount of
improper payments exceeds two percent of total contract payments. As a result,
this program has virtually no improper payments. (Please note that this practice
does not delegate legal responsibility, and VA reporting entities should continue
to report the entire improper payment amount.)

OMB Circular A-123 discusses how agencies should correct internal control
deficiencies. The VA Internal Controls Service (ICS) regularly aids VA Program
Managers in developing sustainable CAPs. Current practices to consider in identifying,
preventing, reducing, and recapturing improper payments include:

Predictive modeling — an automated process whereby transactions that have
pre-established criteria or characteristics are automatically deemed high-risk
and therefore receive increased focus both pre-and post-payment. For State-
administered programs, in which States are utilizing unique predictive models,
VA reporting entities should evaluate which States have the most effective
methods and ensure that best practices in this area are disseminated to other
States.

Forensic accounting tools — technology-based tools that apply sound
analytics to public and government information (i.e., to scan public,
governmental, and private data bases to detect patterns, trends, and/or
anomalies for use in risk management or other areas of analysis). This
technique can be used to build more effective predictive modeling criteria,
identify control weaknesses that are leading to improper payments, and/or
inform on the most effective oversight and due diligence activities. These data
and forensic solutions have a proven track record in the corporate environment
for significantly strengthening organizational oversight of fraud and errors while
diminishing the amount of resources necessary to execute. To the extent
possible, reporting entities should engage outside experts on data access,
aggregation, analytics, algorithms, and more simply, basic fraud or error
patterns that may provide insights on root causes.
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e Data matches — VA reporting entities should evaluate Federal, State, local,
and private databases to assess whether data matches can help strengthen
pre-and post-payment reviews.

e Alignment of due diligence and risk oversight — VA reporting entities should
structure due diligence and oversight activities so that higher risk transactions
generate additional due diligence/review and lower risk transactions generate
limited or no due diligence/review.

Prioritization of verification activities based on effectiveness — VA reporting entities
should evaluate the return on investment of various outreach efforts (e.g., in-person
audits, written notices, phone calls) and utilize those efforts with the greatest return on
investment.

VA reporting entities submit their completed CAPs to IPRO for review. The Director of
IPRO submits them through the DAS for Finance to the VA CFO for review. The IPERA
Governing Board will meet regularly to review the current status of corrective actions in
programs.

F. VA Reduction Target and Estimation Methodology

The VA is required to calculate an estimated error rate and reduction targets in the AFR.
The discussion below presents a standard methodology to estimate the error rate and
develop reduction targets.

1. Reduction Targets. Upon obtaining the final, approved error rate for a program
in the current year, the improper payments identified during testing must be analyzed to
determine the root cause of the errors. Root causes may be due to anomalies and
random events, or may be due to process vulnerabilities and other systemic factors
(e.g., failure to obtain documentation or failure to update recipient eligibility). For each
program reporting in the AFR, reduction targets must be established. When
establishing reduction targets, program managers should consider the following:

e I|dentification of the error type and its root cause.

e The effect of each error type identified on the most recent error rate calculation
for that program. How much lower would the error rate have been if errors from
this source were eliminated?

¢ A measurable target reduction for each error type identified. For example, if “no
documentation available” was the reason for 10 percent of the errors identified, a
target may be to reduce errors due to “no documentation” by 50 percent in the
next year.
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2.

G.

e Estimated effect on the current error rate if all reduction targets were achieved.

Estimated Error Rates. The estimated error rate is calculated for each of the next
three years (See Attachment 6: Estimated Error Rate and Forecasting
Methodology). It is based on the most recent testing data for the program and other
external factors. Listed below are the techniques to be used for estimating the error
rate:

a. Upper bound of the 90 percent confidence interval. The upper bound is
based on the current year’s testing results for that program. For example, if the
estimated error rate for program ‘p’ in year ‘t’, based on a valid IPERA sampling and
testing calculation is R, ., and the standard error of that estimate is o, ., then the
forecast error rate for next year will be:

Ryi+1 = Ry + 1.65 % 0,
Where 1.65 is the appropriate “z” value” * for a 90 percent confidence interval.

b. Current year error rate plus a factor. The factor is a quantitative measurement
based on potential influences on the program The magnitude of the adjustment is a
subjective estimate, but the direction of the adjustment will be based on the likely
effect of the factor(s). Possible factors include:

e Impending legislative changes;

e Estimates from high dollar overpayment reports; and

e Other administrative changes, such as deploying a system to capture all
documents associated with a claim which would reduce the chance of not
having associated documentation.

c. Estimated Error rates for programs not yet tested and reported. In this
case, there will be no prior year data upon which to base an estimate. The program
will report prior year estimates as zero and footnote in the annual report explaining
that there is no prior year data for the program. The three succeeding year
estimated error rates will be calculated as outlined above.

Relief from High-Risk Program Reporting

4

The “z"-value represents the point in a standard normal density curve such that the probability of

observing a normally distributed value( having 0 mean and 1 standard deviation) between (-1.65, 1.65) is
90 percent. Typically for a sampling design the sample sizes are large enough and error rates are
assumed to follow a normal distribution.
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If a program or activity that was risk assessed as highly susceptible has documented a
minimum of two consecutive years of improper payments that are below the statutory
thresholds, then the agency may request relief from the annual reporting requirements
(See Attachment 5: Relief from Reporting High-Risk Program). The statutory
thresholds are defined as gross annual improper payments (i.e., the total amount of
overpayments and underpayments) in the program exceeding (1) both 1.5 percent of
program outlays and $10,000,000 of all program or activity payments made during the
fiscal year reported or (2) $100,000,000 (regardless of the improper payment
percentage of total program outlays).

This request must be submitted in writing to OMB, and must include an assertion from
the agency’s Office of Inspector General that it concurs with the agency’s request for
relief. The request for approval must be submitted to OMB no later than June 30 in the
fiscal year for which the agency is requesting to halt reporting. The request must be
routed through OM. As such, an Administration or Staff Office should contact the
Director, IPRO for additional guidance prior to April 1 in the year they wish to request
relief in order to ensure timely submission to OMB. If OMB approves the request, VA
must still incorporate that program or activity into its risk assessment cycle.

Attachment 1. Pre-Risk Assessment Questionnaire

The purpose of the questionnaire is to determine whether the program or activity under
review is susceptible to significant improper payments. See Table 1 in this Appendix to
determine if the program must perform a pre-risk assessment.

Instructions for Section |

Enter the annual dollar amounts of payments made by the program under review by
Vendor, Purchase Cards, Travel, Inter-governmental, Payroll, Benefits, and
Miscellaneous Other. If you enter an amount in the Miscellaneous Other box, describe
the nature of the payments. Ensure that the Total Disbursements made by the program
equal the sum total of the breakdown above. If the totals do not match, reconcile the
difference in the last line and provide the name of the type of payment not covered
above. Typically, the reconciliation line would be a new category of payments not
covered above.

Instructions for Section Il

To determine whether or not an IPERA risk assessment is required for this program for
the current year, answer each question with a "Yes" or a "No". If the answer to all six
guestions is “N0”, then a risk assessment of this program may not be necessary for the
current year. In some instances, VA may override a pre-risk assessment determination
due to inherent risks in a program or due to other extenuating circumstances.
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Pre-Risk Assessment Questionnaire
Section |

Administration:
Fund Group:
Program Name:
Total Disbursements:
Payment Type: Dollar Amount

Vendor

Purchase Cards

Travel

Inter-governmental

Payroll

Benefits

Misc. Other (Please specify)
Total Disbursements $
Reconciliation difference of Total disbursements to Total
payments: 0.00

Section Il
Question: Answer:
Was this program reported in the AFR last year and no waiver has been
granted by OMB?
Are improper payment estimates for this program greater than $10 million
for the current fiscal year?
Was the last IPERA risk assessment done more than 2 years ago?
Has funding for this program increased significantly since last year?
Has there been significant changes in the legislation governing this
program since last year?
Has there been any other change that has had a substantial impact to the
program since last year?

Please provide an explanation for concluding that a risk assessment does / does not
need to be done, and sign below.

Signed: Date:
VA Senior Accountable Official

All pre-risk assessments must be submitted to IPRO.

54



Department of Veterans Affairs January 2016
Financial Reporting — Erroneous and Improper Volume VII - Chapter 9
Payment Reporting under OMB Circular A-123, Appendix C Appendix C

Attachment 2 - Risk Assessment
Tab 1 - IPERA Risk Assessment Instructions:

Pursuant to recent changes in IPERA regarding the improper payments reporting
process, all programs must be evaluated every year to determine whether or not a risk
assessment needs to be performed.

If a low-risk baseline has been determined for a program, then the program may be
assessed on a three year cycle, unless other changes to the program require a risk
assessment or other direction is provided. If Administration or Staff Office CFO concurs
with your assessment that a risk assessment is not required for IPERA, submit the
completed and signed version of the pre-assessment questionnaire to Director, IPRO.
To ensure every program has been considered, IPRO will include all pre-risk
assessments in a central repository.

For all programs that meet the pre-risk assessment criteria to be assessed, begin this
year's risk assessment in Tabs 2 and 3. The Consolidation worksheet (Tab 4) will be
automatically populated with data from Tabs 2 and 3 for reporting purposes. If after
completing the risk scoring questions in Tabs 2 and 3 your program's overall risk score
(see Tab 4) is high, you must test the program to determine the program's improper
payment rate and estimated amount for the current year reporting. If your program is
deemed high-risk, IPRO will provide support and guidance on related testing and
reporting requirements.
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Risk Assessment Tab 2: Qualitative Risk Scoring

Intermal Cenirel Environment Addressing Irherent Risk Due tz the Mature of the Pregram

Program History Assessment

Administration:
Fund Group:
Program Name:

QUALITATIVE RISK RATING
Not Rated
RISK SCORE 0
Insert choice "X" in cell using drop down list
SECTION| Yes Mostly Partially No Explain Choice Documentation required
Are eligibility d payment, and collection Provide policies and procedures

policies and procedures well documented and sccessible to stalf?

documentation of location including
(wab address or detailed citation.

Doas managament play an active role in astablishing, impleman

[and monitoring internal controls? Are prograrm managerment and
staff held

far adhering

provide policy documanting
management involvernent and
evidence of manitaring internal
controls supparting cholce. Provide
evidence of accountability

supporting choice.

Do segregation of duties exist in the procure to payment cycle?

Da personnel responsible for making eligibility determinations ar
¢

ying payrment accuracy have adequate experience and recive

training?

Are reviews performed 1o ensure that the payment Is accurate prior
toits issuance?

Provide documentary evidence of
segregation of duties, including
policies and procedures
decumentation, references and/or
S0P,

Provide policy documenting
friquendy of training and evidence
that training requirements are
enforced.

Provide evidence of review resulis
supporting cheice, including policies
and procedures, 5095 and/or
narrative references.

tothe

f the payment
to ensure accuracy of detection of an improper payment?

re raviaws ¢ g

Provide evidence of review recults
supporting cheice, including policies
and procedures, SO0 and/for
narrative references.

Does the program have recapture or collection activities designed to
recoup improper payments?

Provide evidence of review recults
supporting choice, including policies
and procedures, S0 and/far
narrative references.

Daes the pragram have intemal audit/review activities
substantiating proper payments that address inherent risk due to the
nature of the program?

Provide evidence of review results
supporting choice, including test
plans and frequency of reviews,
policies and procedures, SOPs
and/or narrative references.

Risk Assessment Tab 2: Qualitative Risk Scoring (continued)

SECTION Il

Yes

Mostly

artially

No

Explain Choice

Documentation required

Program Length-Has this program existed in the Administration for
greater than 2 years?

If risk assessment was completed in
the past, provide a copy.

Program Complexity-Is the program free from significant complexity
(i.e. legislative o regulations barriers) with determining correct
payment amounts?

Provide copies of key legislative or
regulatory requirements for
determining correct payment
amounts in the program

Payment Volume- Is the valume of payments processed expected to
remain constant or decrease for the next year?

Please provide total number of
payments for FY15 and projected
number of payments FY16

Payment Volume- Does the current volume of payments processed
annually present a low risk to the program?

Please provide total number of
payments for FY15.

Bligibility- Are payment ligibility decisions made internally within the
agency?

Frovide copies of
policies/procedures for program's
payment eligiblity determinations.

Hligibility- Have all levels of supporting documentation been created,

approved and retained to support determinations of payment

Frovide copies of
policies/procedures for program's

payment eligiblity determinations.

Program Changes- Was the program free from recent major changes in
program funding, authorities, practices, or procedures? Have staffing
levels remained unchanged?

Please provide program budget and
signed organization charts for FY14-
current year.

dicate 2

History - Do the results from prior improper payment work i
lower risk for this program?

Please provide any prior improper
payment studies (i.e, OIG, GAO, or
internal/external|
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SECTION Il Yes Mostly Partially No Explain Choice Documentation required
Is the total amount of payments to contractors less than 90% of total Please provide calculation of total
program outlays? contractor payment amounts as a
percent of total program outlays.
[re a1l invoices from contractors certified by VA personnel to be in Please indicate the contractor
compliance with contract terms, Federal Acquisition Regulations, and compliance requirements specific to
$  |vAAcquisition Regulations before being submitted for payment? the program (ie., FAR, VAR, and/or
2 contract terms). Please provide
E copies of policies and procedures
o guiding contractor invoice
§ compliance.
Fd If invoices were paid pursuant to a contract, was that contract Please provide copies of policies and
s authorized/signed by the contracting officer? procedures guiding contract
< authorization/signing requirements
for the program. If applicable,
provide any OIG or GAO findings
related to contracting officer
authorization
Were payments for contracts free from ratifications of unauthorized Check with Procurement Official to
commitments? validate no ratification has occurred
for the program.
s SECTION IV Yes Mostly Partially No Explain Choice Documentation required
§ Are the information systems and other infrastructures used to Provide inventory of systems, and
‘E- administer the program up to date? listing of latest reviews and copies of
w the related reports, if available,
£ [areall key controls identified and tested before any new IT/15. Within the last year, provide listing
% |program is introduced into the production environment? of new IT/IS programs. Provide
& listing of who maintains each IT/IS
H program
= Is the data that is created and updated in the administration of this Provide dates of last reviews,
£ IT/1S program protected so that it can only be viewed/changed by including if they were FISCAM and/or
2 |authorized persennel, in an approved manner, and are those changes FISMA reviews
T |tracked?
SECTION V Yes Mostly Yes Partly No No Explain Choice Documentation required
Do employees have adequats time to complete and review work? Please provide number of open
vacancies during F¥14 and current
vear.
Does program management and staff provide oversight and monitor Describe how fraud monitoring is
against fraudulent activity? performed. Provide policies and
= procedures, narratives, and/or SOPs
5 if they cover these controls
% Is the program achieving adequate results from payment reviews? Describe results, amounts and
= frequency. When was the last time
Il the program was subjected to IPERIA
> testing? If your program is not
5 undergoing payment reviews; choose
= ves.
=3
=
Performance or Financial Statement Audit Findings - Has OIG, GA or Provide internal fexternal audit
other internal or external audit organizations reviewed your program report. If your program is not
within the last 2 years and issued no findings or recommendations? undergoing Performance or Financial
Statement Audit; choose yes
Audit Findings - Have all recommendations made by OIG, GAO or other Memo from auditing organization
internal or external audit organizations to correct deficiencies confirming recommendation has
resulting in improper payments been closed? been closed. If "N/A"; choose yes
SECTION W1 Total Totals Tatals Totals
Yes IMostly Partialy No
Is 0f
[Poml Score (Yes=1, Moslly Yes=2, Parlly No=4, No=5] 1
Subtotals | Question x Point Score) 0|
Total of Questions 23|
P [ Weighting Calculation 0.00| 0,00 0.00|
B Total Point Score
@ |[Risk Rating (1,3.5) per Rating Categary
Low, Medium, High
Iulir\gl ategory
Low Risk Score=1, if Point Score is less than or equal to 2
Medium Risk Score=3 If Point Score is greater than 2 and less than
2.653
High Risk Score=5 . If Point Score greater than or equal to 2.653
SECTION VI
E Reviewed by: Piese Frin
]
=
% Signature
(5]
Dated
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Risk Assessment Tab 3: Quantitative Risk Scoring

High Risk Trigger

Future Risk
Indicators

Program
Disbursement

Scoring

Certification

Administration:

Fund Group:

Program Name:
Total Disbursements ($):

Payment Type: Dollar Amount

Vendor

Purchase Cards

Travel

Intra-governmental

Payrall

Benefits

Misc. Other (Please specify)

Total Payment Type Amount $ -

Reconciliation difference of Total
Disbursements to Total Payments: 0.00

QUANTITATIVE RISK RATING Unrated
RISK SCORE 0
Select "Yes" or "No" using drop down list
SECTION| Yes/ No 0 Risk Score | Documentation Required
Was the estimated amount of improper payments for the 0 Ves =9 No =1
prior year above $10 million and 1.5% of program outlays? !
W-as the estimated amo%ln_t of improper payments for the 0 Ves =9 No =1
prior year above 5100 million?
SECTION I Yes/ No 0 Risk Score
Is the projected arﬂéuntoflmproperpayments for the next 0 Ves =9 No =1
year above 510 million and 1.5% of program outlays?
Are th jected i its fi t T
re the proj_e i ed improper payments for next year greater 0 Yes =9 No =1
than 5100 million?
SECTION I Yes/ No 0 Risk Score
Less than $50 million No 0 1
Between $50 million and 5100 million No 0 2
Between $100 million and $3 billion No 0 3
Between $3 billion and 57 billion No 0 4
Greater than $7 billion Nao 0 5
SECTION IV
Total Point Score Sections | - 111 0
Unrated 0
Rating Category:
High Risk=5, If Total Point Score is greater than or equal to 7
Medium Risk=3, If Total Point Score is greater than 4 and
less than 7
Low Risk=1, if Total Point Score less than or equal to 4
SECTIONV

Reviewed by: Please Print Your Name

Signature

Office

Dated
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Risk Assessment Tab 4: Sample Consolidation Worksheet

RISK DETERMINATION REQUIRED DATA

High Risk or
(Overall e fo
Score eet

3gm

Estimated
areater Improper | Greater | greater | Error | Selected
Overall | than or Payments |  of of rate for
Fund Qualitative |Quantitative| Risk | equalto Total Vendor Purchase Inter- Misc. | at1.5% | 1.5% or [1.5% and|to meet|Statistical
# Programs| Code |Description| Risk Risk | Score 3.6)  [Disbursements| Payments Cards Travel |Governmental | Payroll | Benefits | Other | ErrorRate [ $10M | $10M | $10M |Sampling

I I [ [ &% | I I I I I I I I I I I I I

Attachment 3 — Test Plan and Testing Template
Instructions for Developing a Test Plan

Objective: Describe the objective of the procedure. What is the compliance component
you are testing? Generally this should incorporate a requirement documented in policy,
procedure, contract, or other agreement. For the Test Plan Reference Number, use the
format TPXX.XX, e.g., TP05.01.01 where 05 stands for Compliance Testing, 01 stands
for Program Number, and 01 stands for Process Number.

Scope: Define scope of area being tested. What is the universe being tested including
time period and type of transactions?

Procedures: Document the steps that the evaluator/tester should perform to determine
if the objective is achieved. For detailed testing, this would include specific attributes to
be tested.

Root Cause: Using the legend at the bottom of the worksheet, provide the cause of
improper payment. This column will be used for AFR reporting purposes.

Population and Timeframe: Provide a population description, including time period,
total population size (number), full report names, and report sources.

Sample Size and Methodology: Provide a sample size description, including control
frequency (or approximate frequency, if applicable) and sample size methodology of
random, judgmental, or haphazard. Include a clear explanation when extending sample
size due to minimal exceptions noted or when sample size is restricted due to prior
exceptions noted.

Results: Document at a high level what was reviewed during testing and the results of
testing. Explain any testing exceptions or recommendations. If a Testing Attribute
Sheet is used, refer to the work paper number of the Testing Attribute Sheet. A high-
level explanation of results is required in this section even if a Testing Attribute Sheet is
used.

All work papers should be cross-referenced in the document.
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Determine requirements for maintaining supporting documentation in the work papers.
Support for any finding noted must be maintained. Documentation must be sufficient to
allow another individual not involved in the current process to understand and re-
perform the procedures.

Conclusion: State the final conclusion: No exceptions noted or Exceptions noted.
Conclude whether the objective tested was achieved. For compliance testing, any
finding should include the following:

e Criteria: This should be established in the objective above.

e Condition: This is your finding (e.g., 5 of 30 payments were processed to
ineligible vendors).

e Cause: This should state the cause of the finding (e.g., vouchers are not
reviewed against eligible vendors as required by company policy and procedure
document).

e Effect: What is the risk associated with the finding (e.g., payments were made
for services not reimbursable under the contract).

Recommendations: Provide the recommendation(s) for addressing the finding in the
future.

Test Template: Summary

Summary Program -Test Analysis

Program - Test Program Control Description Population in $'s (From the Population (# of
Template # Sampling Universe) invoices/payments in the
Sampling Universe)
TP 1.0 Example High-Risk Program #1 $1,000.00 100
TP 2.0 Example High-Risk Program #2 $15,000.00 125

TP 3.0 Example High-Risk Program #3 $2,000.00 30
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Test Template: Attributes, Data, and Testing Results

Deparmeen 1oiNeE rans Affars -Test Temp e

Tester: Ep JanDoe Aeviener: E o Minfrih Seviener ] (Fneed e B Breliasm
Date (omprleted: 1019213 Dare R 10202003 TeReviensd:  TRE

ITesing fummay
Tesing Dbeche Farpl st Prpesl

Popuiaoni e

P roed ure: fum nay

. D fesmeiue egse frbe m fizig.
Procedes: |- ekt sarvyie e on sl anshysis
2 Tt e lovig st res:

Keribure
iy

B Fayrend v e e S oy, Conrachusl, Samingimive o d e ey scEpislie epurernent

e scririon

Rrbares

£ T peyent vies e i e conecd ralodsis srmun perfe B d oy, Codechesl dminshative mober (el sed e renurenen o inchek propl peyred dEcouns, A

T po0E I =viEs mEE by e dpbe mped veepat in.
-'E:.{J'E"Z 5 BBy sppilE. EdenurenEmsppT s 1)

S 14 loncd ua on |etsi esdzoe i

on = e n e it peger (ot docrrend |

Fill inhedeal 5o sapl es sl bave d on your reviiew edd or ol e imes s nestherd per samplie sz emere Dmaring fom bold onone e D ron-tokd o aring on e mexdne 1 enall e e reviever Dread esing noes ey,

# Tesripion Kirburies Unkr | Over  Mbpopr RooiCaed (ol Ol Vibriqeper

apens | Paper: Papems Sip Frequercy | Rebrens Mmber

| derifend [Le veckly
mortiy

¥ amnudly)

fapeilae | Payent Paper Pament wiemy Legend e e
Hurber Dexsipion Heount Errier Errier Legend belwin
§ albeld] & i 0 i | Mosolie pitenpe i | Legend
Value Value motcaE e
e

=

Toids H B H
Toid Dverl hder Paymene| 12000 1500
Toal Grossimproper Paymens 15m

i A2 A2  |Edrein 120 AN i | | @ | 1A A ey
vz
2 1320E st |l Evprmdt | EOW
2 O

ap | o | e |om | e

61



Department of Veterans Affairs January 2016
Financial Reporting — Erroneous and Improper Volume VII - Chapter 9
Payment Reporting under OMB Circular A-123, Appendix C Appendix C

Test Template (Continued)

HE':
I | e Teier
Apra oo At it Teessies, it il ol o Provcies
[] 7o i oot i e T
Mumerioag. N1} [Foiiin e At e Tesier, A o8 imes E spisrl ion
R Tt ol e o rporiess 1, 2 B 3 per bonnce of
L sgerat Rood Canres

|Ccureristion e Afrririst mve E ror: E o e by e e of sgporing ST o on nerevery i vy e Sy of S [ey e, o Snors e by irooned inpuing, ceting, o
Jroceesing o epplosiones o (e by e event Pl ageny, Siste mgency or i por i i ol e bereiery T e e of I TTne [T £L i nLrenieion B i
s, e

L POprErTOES . Fene Socureiion |0 Sppol 3 beneficery's sighlly tr abee, o

L1 o] iy o 8 oy 1 e e ey T

Rt}

iad e ki s il sl P S O, (s By ey 2 et e 8 v Froigh Bl o, o O ST MESLINCES: DS o sy o ey s el
R | B uebie in exizbish e chill e wi & Bmilyor & el rrent oflime g, kg e femily eigibie o e E snes inooe Teo Cieel) (e o coiie edssing X o, T g
b el i e e ot Pl ey e e e (oL, T ve e o Trope ey chet o sl e s o e s ety o ik

L P rowicing & pover wihesicihesirin s ol end frest s ool e o el

Vi i B Ervrs ot by free il une o ines By o ey ieciplieri. inorre on, incdusing esning s inoone, sl o vt sisti, even fraoup i vesing it ion cioes: eoid I i pey

o ey, o o P e i s sion, i o e B et K ™ e, e el 7 ey ey e et g o e Peiricion: et ity ey IS0 |0 2 enising ctabe
jor ressourcE] o e, 2 i beneficeries: fling | 0 repor. et infbrvion | 0 0 2gency Two el of werficion emTs B

. Péi i 2 i s Emming s o vk Sis (A o e fnencia or s siony onin 5 frgh el g st o

LA beered iy isling i prosdcies Bn egency win iInbrret i m esmips

RIE)

L sgend: CaniCant 19

xif i Siop 2t s e e
pir] | S o et e remveEDie. Riesvning ek InFindngs” seim mow
pie] Jooet Shep ane vy ave o iecoerebie. R i e e n Fingings:” sechion b ow
[icaar
§ [Ex. The peryre soucher i Supparies vl 2l e perinenl EoC.rEnision, oW, e opronsl STt s missing 2 SETne Sipnd e froiolk - Cined 7 o Corpenel m Eoperdl e, BD e im
o,
E
E xoe plons
1 [E5.: THS: [y s ey PR 0 2 e e v s o e el iy e L s b 8 3 e e et e pepeart o e e s Thee pespeniT e
o= oo e Ay s e e o e,
2
H
Nodsr
FRespomm sncirfons
Findngs
1o d usion
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Test Template: Program Results

Re peort o improper Payment Testing Results

\Aicim imira tion'§ i (ffice |
IPoin of Comiact
[Name and Phane Numier)
Sample Test Resulls
Can Siop
Sampkd n
Sample Paid Under Payment (ner Payment Sample_| #of |ernor Can Sim # o
Frogram Bame Pogulation (§) Bmount § Amod Bmourd Beruolure Ervor Sire | Emors (Mbsohek)  |Emors
Exampe High-isk Pogram #1 510000 520079 5100 s150) 50500 2 1
Exampk Hgh-isk Pogam & S5 520079 51200 150 58300 Fi
Exampe High-isk Pogran 8 52 N0 5200179 51200 150 58500 2
S 560037 5300 W5 S50 G 4

Prepaed By:

Date:

Approved By

Date;
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Attachment 4 - Corrective Action Plan Scorecard

Instructions for Completing the Corrective Action Plan Template and Corrective
Action Plan Scorecard

Department of Veterans Affairs
Corrective Action Plan (CAP)

Summary Information:

* Note: This section would require an explanation on why the root cause would create an improper
payment and state if the payment can or can't be stopped.

A. PURPOSE

A Corrective Action Plans (CAP) is a mechanism used by management that documents
the procedures the agency will use to resolve an identified deficiency. The purpose of
the CAP Template and CAP Scorecard are to both document and track a CAP’s current
milestones/tasks status, respectively. This document provides instructions to complete
the CAP Template and Scorecard.

B. BACKGROUND

OMB Circular A-123, Appendix C requires all programs and activities with “significant
improper payments ..... to identify the reasons their programs or activities are at risk
and put in place Corrective Action Plans to reduce and correct the deficiencies causing
the improper payments.”

C. PROCEDURES

Part A: CAP Template

The following steps are taken to prepare the CAP Template Summary Information
section displayed below:

1. Date — Enter the date the CAP was created or updated. Format: MM/DD/YYYY

2. CAP Number — Enter the unique identifier, as designated by the reporting entity,
assigned to CAP.
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3.

Root Cause (left side) — Enter a brief description of the underlying cause or
casual chain that will be corrected by the CAP.

Fiscal Year — Enter the fiscal year the deficiency needing correction by the CAP
was identified.

Business Process — Enter the Program (e.g. VHA), Activity (e.g. Medical
Administration), and Business Process (e.g. CHAMPVA).

Primary Process Owner — Enter the name of the individual responsible for the
process where the deficiency was identified.

. Point of Contact — Enter the name of the individual responsible for the day-to-

day management of the CAP.

Reduction Target — Issues VA can address using current year data analysis and
set reduction targets for future years. Example: Reduce insufficient
documentation by 50percent for a program in one year and reduce by 85percent
by second year; or reduce backlog by 30percent that will reduce insufficient
documentation by 25percent. Enter the percentage target for future improper
payment levels.

Error Rate — Enter the percentage rate of improper payments associated with
the deficiency.

10.Error amount — Enter the dollar amount of improper payments associated with

the deficiency.

11.Recoverable amount — Enter the amount recoverable through payment

recapture and recovery.

12.Root Cause (right side) — Enter a detailed description of the underlying cause

or casual chain that will be corrected by the CAP.

13.Effect — Enter an explanation on why the root cause would create an improper

payment and state if the payment can or cannot be stopped.

14.0MB Error Category — Enter the OMB established categories of error:

Documentation and Administrative, Authentication and Medical Necessity, or
Verification errors.

The following steps are taken to prepare the CAP Template milestones and tasks
section displayed below.
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3 31

15.Milestone Number — Enter event/task number to identify each milestone.

16.Root Cause — Enter a brief description of the underlying cause that will be
corrected by the CAP.

17.Milestone Description — Enter a measurable event/task that can be divided into
smaller measurable events.

18.Estimated Completion Date — Enter the estimated completion date for each
milestone. The estimated completion date for a milestone is the latest estimated
completion date associated with a task within a milestone.

19.Task Description — Enter the description of the task to be accomplished. Be
descriptive.

20.0wner (Office, Title) — Enter the name of the office and the individual
responsible for completing a task.

21.Estimated Completion Date — Enter the estimated completion date.
22.Actual Completion Date — Enter the date the task is completed.
23.0pen/Closed — Enter Open for tasks yet to be completed and that are ongoing.
Enter closed for tasks that have been completed or have been stopped because
they were deemed unnecessary.
24.Corrective Action Taken — Enter the action taken that completed the task listed.
Part B: CAP Scorecard
The CAP Scorecard is a tool used to summarize the status of CAP. The CAP scorecard
also provides a summary of the issues and risks identified during the completion of

milestones and tasks within a given CAP.

The following steps are taken to prepare the header portion of the CAP Scorecard:
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6.

CAP Scorecard

Program

Business Process
Reporting Entity
Primary Process Owner
Point of Contact

Status as of

Program — Enter the program name associated with the deficiency.

Business Process — Enter the business process associated with the CAP being
reported. This entry should mirror the information entered into the CAP Template
completed in part A.

Reporting Entity — Enter the reporting entity associated with the CAP being
reported. This entry should mirror the information entered into the CAP Template
completed in part A.

Primary Process Owner — Enter the primary business process owner
associated with the CAP being reported. This entry should mirror the information
entered into the CAP Template completed in part A.

Primary Point of Contact — Enter the primary point of contact associated with
the CAP being reported. This entry should mirror the information entered into the
CAP Template completed in part A.

Status as of — Enter the reporting date of the CAP Scorecard.

The following steps are taken to prepare the Status Summary of the CAP Scorecard:

Status Summary

CAP Start CAP Finish Status (Milestones) Issues/Risks | Stakeholders

Scope
—— © ©0 06 O
Revised

Comments
In Contral — &n schedule, No quality -~ Maonitor — Potential issues could ° At Risk — Adjustmentsirefinements
issues, Meeting expectations Yt impact schedule, quality, etc. required to meet expectations
NOTES: Nonge
7. CAP Start/CAP Finish — Enter the baseline and revised dates (if any). Baseline

start and finish dates refer to the initial dates agreed upon. Baseline dates do not
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change. This information can be found on the CAP template completed in Part

A.

8. Overall Status, Schedule, Scope, Issues/Risks, Stakeholders — Enter a

Green, Yellow, or Red marker as appropriate. To do so, right click on the color
icon you want to insert into the cell, and copy and paste. Add comments in the

cells below if necessary.

Indicator Color | Status

Green

Milestone/task has not started

Started and on-time and on schedule

Milestone/task percent complete is consistent with time
remaining to due date

Quality issues are not present

Yellow

Schedule may be impacted
Milestone/task percent complete is behind schedule
Quality issues may arise

Red

Start date has passed

Milestone/task percent complete is grossly behind
schedule

Adjustments are required to meet the expectations
Finish date has passed prior to the completion of the
milestone/task

The following steps are taken to prepare the Summary Information section of the CAP

Scorecard:

CAP Number

Summary Information

Root Cause

Fizcal Year

[ OME Emror Category

[ Reduction Target

9. Summary Information — Enter the information required with the information

found on the CAP Template completed in Part A.

The following steps are taken to prepare the Milestone section of the CAP Scorecard:
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Summary Information

10.Milestone — Enter milestones using the CAP template. Each milestone is
reported on an individual line.

11.Status — Assign a status to the milestone.

12.Completion Dates — Enter the projected completion date for each milestone.
The projected date is the same date as the Estimated Completion Date on the
CAP Template. Actual dates are only populated when a milestone is completed.

13.Accomplishments/Next Steps/Issues — Enter a summary of
accomplishments/Next Steps/Issues to date.

14.1ssues — Enter any issues identified while performing the tasks for the associated
CAP, date identified, who the issue is assigned to, and status. If no issues are
identified, enter N/A for all the fields.

15.Risks — Enter any risks identified that may impact the completion of the CAP.
Assign a probability of the risk occurring and the severity of the risk. Enter the
name of the individual assigned to the risk and mitigation strategy. If no risks are
identified, enter N/A for all the fields.
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Corrective Action Plan Template

Department of Veterans Affairs
Corrective Action Plan (CAP)

[=

E

OME Err

Milestone Mo toot Cause Mile stone Description . o Task Description Ownier (Office. Title]

Milestone Mo Mile stone Description . o Task Description Ownier [Office. Title]

OpeniClosed :'I

Ezt. Compl.

Milestone Ma. Mile stone Description Dot

Task Description Ownier [Dffice, Title]

OpeniClosed :'I
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Corrective Action Plan Scorecard

Status Summary

In Control — On schedule, No quality “#» Monitor — Potential issues could M At Risk — Adjustments/refinements
issues, Meeting expectations impact schedule, quality, etc. P required to meet expectations

Summary Information

Completion Date \ Accomplishments/Next Steps/Issue
Milestone Status ~ Projected Actual

None N/A N/A e N/A
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Attachment 5 — Relief from Reporting High-Risk Program

OMB Appropriate Representative
Office of Management and Budget
725 17" Street, N.W.

Washington, DC 20503

Dear :

The Department of Veterans Affairs (VA), in accordance with OMB Circular, A-123,
Appendix C, Part |, requests relief from the annual reporting requirements for the insert
Administration — Program Name. The request for relief is allowed for agency programs
with a minimum of two consecutive years of documented improper payments below 1.5
percent and $10 million, or $100 million of annual estimated erroneous payments.

The insert Program Name has been below the reporting thresholds for two
consecutive years. The program’s estimated annual improper payments for the last two
fiscal years are:

Year Outlays Estimated Annual Improper Payments Percentage

Insert information

VA'’s Inspector General concurs with this request (enclosed). Should OMB approve
this request, VA shall continue to include the insert Program name in its risk
assessment cycle.

Sincerely,

Enclosures:
OIG Concurrence with Request for Relief

cc: Chief Financial Officer, insert Administration (XX)

72



Department of Veterans Affairs January 2016
Financial Reporting — Erroneous and Improper Volume VII - Chapter 9
Payment Reporting under OMB Circular A-123, Appendix C Appendix C

Attachment 6: Estimated Error Rate and Forecast Methodology

Instructions:
Column- A Enter - Program Mame
B Enter - Curent ear Fa & based on Curent Year Tesfing
C Precision Rak iz Esblished bvOMB 5t 2.5% inFy14 it will be 1.5%)
o Adjusied Rate is avomaticalycaloulaed in trmul
E

Enter - M ana gement A ssumpions based on Gciors suchas processimprowements, economic Boiors, e,

F Adjusiment Rate is auibmatically caleulated in brmula

G twough L In thisexample, increasesin fhe presidents budget of -0.1%, 0.3%, and -0 2% are assumed or fhe tee outyears
For your specific programs, your budget ofice shoud be conaeied o discuss outhys and other factors (such
as legish five or program chanis) that will impact your presd ential budgetaryassumpfions. htisimporant that
fhe Outears are tied © the Presdents Budgset

Estimation Methodology

VA AFR Estmated Error Rate and Foreca st Me thodolomy

A B c o E F G H 4 K L
ik Femar § ot Tamr 2 bt Temar 3
- " [ Uk Teur s (Presdesie]  Ouf Feer 2 wish  Creedeotel  Ou Tesr 3w
Curnnd Pecwcs  Cueoshebed Awesmpicos % b Sty = ¢ dmkary
Fregam 4w s Huts (2+C Inowsss | Dscsss] |0+ Raraumpnc o) P+ Ramaompbzau H*1 Rpampbans) FEJ 9
Eampie 1 050 250 200 100 400 Q10 380 930 IE0 D20 140
Eampe I 1.00 350 350 -1.00 50 <10 40 4350 210 020 150
Eampe 3 .00 150 430 -300 150 010 140 030 110 410 090
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APPENDIX D: HIGH-DOLLAR OVERPAYMENTS REPORTING

The President signed Executive Order 13520, “Reducing Improper Payments” on
November 23, 2009. On March 22, 2010, the Office of Management and Budget (OMB)
issued government-wide guidance on the implementation of the Executive Order. The
OMB guidance can be found in Part lll, Appendix C of OMB Circular A-123. This
guidance requires agencies with programs susceptible to significant improper payments
to report quarterly on high-dollar overpayments to the agency’s Office of Inspector
General (OIG), to the Council of Inspectors General on Integrity and Efficiency (CIGIE),
and to make the information available to the public.

OMB guidelines define high-dollar overpayments as those which exceed 50 percent of
the correct amount of the intended payment and where the overpayment(s) within the
guarter exceeded a single or cumulative payment of $25,000 to an individual or
$100,000 to an entity. If the agency has corrected the overpayment within the quarter in
which the payment was made, it does not need to be reported as a high-dollar
overpayment. Refer to the latest AFR for susceptible programs with significant
improper payments.

PROCEDURES

A. ldentifying sources: Based on OMB guidelines, VA is permitted to leverage
existing reporting mechanisms in lieu of reporting on the quarterly high-dollar
overpayment report.

Sources to consider when reporting high-dollar overpayments include:

1. Annual improper payment testing samples conducted under the IPERA
guidelines (OMB Circular A-123);

2. Agency post-payment reviews;

3. Payment Recapture/Recovery audits;
4. Agency OIG reviews;

5. Self-reports; or

6. Reports from the public through Internet and telephone hotlines and other
referrals.
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B. Reporting. OMB guidelines require at a minimum the following in the report:

1. The total amount of high-dollar overpayments made by the agency (the agency
does not need to list each individual high-dollar overpayment in the report);

2. Any actions the agency has taken or plans to take to recover high-dollar
overpayments (the report should address overall actions and strategies); and

3. Any actions the agency will make to prevent overpayments from occurring in the
future (the report should address overall actions and strategies).

The report should also address the corrective actions to be taken to resolve the
improper payments. When identifying corrective actions to eliminate the recurrence of
errors, the actions shall include a full and concise explanation of steps required to
prevent reoccurrence of overpayments. These steps should include detailed
information on the “how,” “when,” and “time frame” required. Simply indicating staff
training will not provide proven assurance as to how the steps will eliminate future
reoccurrences. Sample preventive steps may include system enhancements, ongoing
training of staff, internal procedural changes, and quality review enhancements, to
name a few. All of these actions should be documented in a Corrective Action Plan
(CAP) as described in Appendix C, High-Risk Program Testing.

C. Identify Overpayments: Each VA office will develop its own procedures to identify
and report high-dollar overpayments in accordance with VA High-Dollar Overpayments
(HDOP) policy guidance as described below. In some instances, data may be required
from Third Party, but it is the VA Offices’ responsible for determination and submission
of items for HDOP.

Completing the Template:

A template (see attachment below) has been provided to facilitate the reporting of
HDOP’s. The following is required for the HDOP report:

1. High-dollar Submission Input Template:
¢ Name of the Administration/Staff Office
Name of the Program
Total Payments Amount
Fiscal Year
Quarter

2. Atable listing of each overpayment with the following column headers:
a. Administration/Staff Office
b. Program
c. Amount of Actual Payment
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W STQTOSI3ITARTTIQ@TMODQ

Intended Amount (Correct Amount)

Amount of Overpayment

Entity or Individual

OMB IP Error Cat

Overall Actions/Plans to Prevent Recurrence
Station Number (optional)

Payee Code/Unique
Documentation/Transaction Number
Overpayment Identifying Source (optional)

. Recoverable (Y/N)

Accounts Receivable Establishment Date (optional)
Amount Recovered

Date Recovered in Full

CAP Identifier

HDOP (True/False)

January 2016
Volume VII - Chapter 9
Appendix D

Overpayment Amount & OMB IP Error Cat Correct (YES/NO)

3. A summary should be included listing:

HDOP Entries Count
HDOP Total Amount
HDOP Total Amount as percent of All Payments
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Milestone

Deliverable

1.

Fiscal Year First
Quarter High-Dollar
Overpayments Report
(October — December)

For six weeks after December 31, VA offices
responsible for authorizing the payments review and
identify all high-dollar overpayments;

February 15, VA offices report high-dollar
overpayments to IPRO;

March 15, IPRO consolidates reports and forwards to
the VA Secretary; and

April 30, the Secretary submits report to IG and posts
it to the Internet.

Fiscal Year Second
Quarter High-Dollar
Overpayments Report
(January - March)

For six weeks after March 31, VA offices responsible
for authorizing the payments review and identify all
high-dollar overpayments;

May 15, VA offices report high-dollar overpayments to
IPRO;

June 15, IPRO consolidates reports and forwards to
the Secretary; and

July 31, the Secretary submits report to IG and posts
it to the Internet.

Fiscal Year Third
Quarter High-Dollar
Overpayments Report
(April = June)

For six weeks after June 30, VA offices responsible
for authorizing the payments review and identify all
high-dollar overpayments;

August 15, VA offices report high-dollar overpayments
to IPRO;

September 15, IPRO consolidates reports and
forwards to the Secretary; and

October 30, the Secretary submits report to IG and
posts it to the Internet.

Fiscal Year Fourth
Quarter High-Dollar
Overpayments Report
(July — September)

For six weeks after September 30, VA offices
responsible for authorizing the payments review and
identify all high-dollar overpayments;

November 15, VA offices report high-dollar
overpayments to IPRO;

December 15, IPRO consolidates reports and
forwards to the Secretary; and

January 31, the Secretary submits report to IG and
posts it to the Internet.
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High-Dollar Overpayments Report Template

High-Dollar Overpayment Reporting Template
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VA HDOP CORRECTIVE ACTION PROCESS FOR VACO REPORTING ENTITIES

VA FINANCIAL
RESOURCE ENTITIES

If there is & financial

res ource entity component,

provide inputfor corrective
actionplan
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APPENDIX E: “DO NOT PAY” SOLUTION: IMPLEMENTATION AND UTILIZATION
Overview

This appendix establishes the Department of Veterans Affairs (VA) financial policies and
procedures regarding the implementation and utilization of the “Do Not Pay (DNP)”
Solution.

On June 18, 2010, the President issued an Executive Memorandum which directed all
Federal Government agencies to "review current pre-payment and pre-award
procedures and ensure a thorough review of applicable databases occurs before the
release of any Federal funds." So as, "to ensure that only eligible recipients receive
Government benefits or payments,” the President directed OMB to establish a "single
point of entry" through which agencies would access relevant data in a network of
databases to be collectively known as the "DNP" before determining eligibility for a benefit,
grant or contract award, or other federal funding. Shortly thereafter, the Federal
Government’s desire to improve the integrity of its payments and the efficiency of its
programs and activities was achieved through the enactment of the Improper Payments
Elimination and Recovery Act (IPERA), July 22, 2010.

The Improper Payments Elimination and Recovery Improvement Act of 2012 (IPERIA)
based on IPERA, July 22, 2010, was passed into law on December 13, 2012 to intensify
efforts to identify, prevent, and recover payment error, waste, fraud, and abuse within
Federal spending. The Do Not Pay Initiative is found in Section 5 of the Act.

1. DNP Portal Data Sources - The DNP Portal is a proactive tool, currently consisting
of the following data sources used to identify potential improper payment sources
relevant to both Pre-Award and Pre-Payment activities:

e Excluded Party List System (EPLS) — an electronic, web-based system that
identifies those parties excluded from received Federal contracts, certain sub
contracts, and certain types of Federal financial and non-financial assistance and
benefits. The EPLS keeps its user community aware of administrative and
statutory exclusions across the entire government, and individuals barred from
entering the United States. EPLS was once maintained by GSA but has been
discontinued and is now part of the System for Award Management (SAM).

e Death Master File (DMF) — list of decedent individuals reported to the Social
Security Administration (SSA). The file is divided into DMF Public and Private.
The DMF Private file includes 32 states, New York City, and Washington DC.
The data is provided to DNP by the Department of Commerce’s National
Technical Information Service (NTIS) on behalf of SSA. DNP matches the
payments against the Public DMF.

o List of Excluded Individuals /Entities (LEIE) — Department of Health and Human
Services, Office of Inspector General, has the authority to exclude individuals
and entities from Federally funded healthcare programs pursuant to sections
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1128 and 1156 of the Social Security Act and maintains a list of all currently
excluded individuals and entities called the List of Excluded Individuals and
Entities (LEIE). Anyone who hires an individual or entity on the LEIE may be
subject to civil monetary penalties (CMP).

e Debt Check - allows agencies and outside lenders to obtain information
regarding whether applicants for federal loans, loan insurance or loan
guarantees, owe delinquent child support or delinquent non-tax debt to the
federal government. The database is maintained by Department of Treasury,
Bureau of the Fiscal Service.

e Central Contractor Registration (CCR) - a highly secure, single repository of
vendor data used Government-wide. Vendor registration provides common data
in one central location. CCR is now part of SAM.

e Prisoner Update Processing System (PUPS) - listing of confined individuals
excluded from receiving payment of Retirement, Survivors, or Disability
Insurance (RSDI) and Supplemental Security Income (SSI) benefits. These
individuals may be excluded from other types of Federal payments, dependent
on agency regulations.

2. Single Online Search — One single entry can be searched and matching records
will be returned. Currently, users can search by TIN, SSN, Business or Individual
Name.

3. Batch Processing — Agency sends in large files before or after payments are made.
DNP matches the files to data sources available and returns the results to the user
via the online portal.

4. Continuous Monitoring — Agency sends in large files. DNP stores the file within
the portal and provides the agencies with notifications when matches are found
against currently available data sources.

5. Payment Matching — DNP matches the participating Agency’s Treasury PACER
files to DMF Public and EPLS Public and transmits the results once each month.
The results are sent via secured email to the VA DNP Coordinator. VA programs
must review and report on match results on a monthly basis. Reference Attachment
2 for more information regarding Payment Matching.

6. Data Analytics Services - Data Analytics Services are being offered to the
agencies to help reduce fraud, errors, and payments being made to ineligible
recipients applicable to Post-Payment activities.

Business Process Integration and Application

1. Agreements — The initialization of the DNP Solution will require the establishment of
proper Data Sharing Agreements with the owning agency/ organization. VA shall
work with the Department of Treasury to establish Data Sharing Agreements to
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access the databases listed above. Contact the VA DNP Coordinator if a new data
source or matching activity is required for your program.

2. Administration Instruction — Each administration shall review prepayment and pre-
award procedures, and ensure that a thorough review of available databases with
relevant information on eligibility occurs, in order to determine program or award
eligibility and prevent improper payments before the release of any Federal funds.

Pre-Award:

Contracting officers shall continue to use the Federal Awardee Performance and
Integrity Information System (FAPIIS) to establish whether a contractor has
the integrity and business ethics to receive a federal contract, in accordance
with applicable Federal Acquisition Requirements (FAR), excluding micro-
purchases, and regulations. Contracting officers are encouraged (but not
required) to review the DNP solution, given that the additional information
provided may be helpful to contracting officers in their efforts to ensure that
the Federal government does business with responsible parties. Pre-Award
reviews for all other grants, agreements, or other awards are to incorporate
utilization of the DNP Solution in the process for performing those reviews.

Pre-Payment:

VA'’s entity-wide DNP Solution currently focuses on the payments made by VA'’s
three Administrations and Staff Offices, accounting for all disbursed payments
and several billions of dollars in outlays annually.

Payment types not in scope relative to IPERA will be excluded from DNP
matching.

The focus of this process is to proactively provide prevention of improper
payments prior to the disbursement of funds. However, due to the regulation
of Federal law, the suspension, termination, or reduction of some benefit
payments cannot be impacted prior to payment. Specifically, the ability to
prevent improper payments of this type will be most effective prior to any new
award of benefits is made (and possibly before any increased award is
made).

The consistency of data, effective communication, and interface with the DNP
Solution portal and its systems, is a precursor to the implementation and success
of this effort.

The scheduled and efficient exchange of related pre-payment information must
occur together with the cash disbursement process to ensure that improper
payments are not made.
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3. Application of DNP Solution Findings — Each VA Administration and Staff Office
must determine an adjudication process for handling DNP findings on a continual basis.

Documentation / System Flag

e To refine matching methodology, VA will provide business requirements to
Treasury. VA will document, share, and refine requirements in a uniform way.
VA will adopt, as appropriate, common requirements shared by other agencies.

e Timely documentation must be made in the payment generation system, based
on system capabilities. If the findings show the status of the pending payment is
deemed improper, the record should be flagged within the system noting that it is
a confirmed improper payment. If the Administration’s payment system is unable
to electronically flag confirmed improper payments, a manual procedure must be
put into place.

e If there is no statute or regulation that would prohibit the withholding or
termination of payment, this action should be administered promptly to prevent
the improper disbursement of funds.

« Should any improper payment be identified and no remedy is available to prevent
the disbursement of funds, a process must be put in place to establish a
receivable, and record it within the applicable financial management system, in
accordance with VA Financial Debt Management Policy.

4. References.

e Volume VIl Chapter 1A - Invoice Review and Certification

e Office of General Counsel Memorandum
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Attachment 1

DNP Roles and Responsibilities Hierarchy

&

Treasury DNP POC

January 2016
Volume VII — Chapter 9

Addresses Technical Questions
Reviews forms and provides access

\

VA

DNP Coordinator

Reviews all access requests

VA-WIDE DNP POC

NCA DNP POC

e Coordinates access groups with administrations
e Coordinates data sharing agreements
¢ Maintains master list of VA users
Administration DNP POCs
VBA DNP POC VHA DNP POC

e Coordinates access requests
e Coordinates data sharing agreements

VA-WIDE End Users

NCA End Users

e Coordinates and facilitates DNP Policy
wA/A DNP Coordinator

DNP End Users:

e Reviews and accepts Rules of Behavior
e Submit Access Requests

e Conducts Pre and Post Payment

VBA End Users VHA End Users Eligibility Review
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DNP Roles and Responsibilities Hierarchy

The roles and responsibilities, as documented in this section, are to provide VA
Administrations, program offices, and end users a clear depiction of their involvement in
implementing Treasury and OMB’s DNP Solution at VA.

1. The End User is responsible for:

a. Reviewing the policy guidance for the user access process
b. Completing the required access forms and submitting them to their Administration
and/or VACO Staff Office (referenced as DNP POC), including:
e Do Not Pay Rules of Behavior
e Do Not Pay User Enroliment Form
e Do Not Pay User Group Access Form (may include multiple individuals on a
single form)
c. Contacting the VAFSC DNP mail group for any questions on enroliment process.

2. The Administration DNP Point of Contact (POC) is responsible for:

a. Responding to requests for DNP Solution information, specifically:
e Requests for access
e Identifying the specific databases end users will require to conduct pre- and
post-payment reviews within their organization
e Inquiries about the portal's capabilities and databases
e Assistance with establishment of Data Sharing Agreements between the
systems of record and the databases in the portal
Establishing access groups for their Administrations and programs
Maintaining user lists to monitor active users and remove inactive users
Communicating any issues or problems with the system to the DNP Coordinator
Distributing DNP policy guidance, in collaboration with the DNP Coordinator to:
e Address when payments can be stopped or withheld based on search
results from the DNP Portal
e Determine when to apply the DNP Portal to the payment process (i.e., pre-
or post-payment review, or both)
e |dentify Administration/Program needs for Continuous Monitoring and Batch
Processing
e Complete Data Sharing Agreements in collaboration with the DNP
Coordinator, and secure leadership approval
f. Providing data to the DNP Coordinator using the template and guidance from
Treasury.
g. Coordinating feedback and troubleshooting technical issues in collaboration with
the DNP Coordinator

®ooo
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3. The DNP Coordinator is responsible for:

a. Maintaining DNP SharePoint files on the FSC’s Collaboration SharePoint site
b. Reviewing and submitting all access request forms and user rosters to the DNP
Coordinator
c. Addressing any functionality about the portal from the Administration POCs
d. Facilitating the DNP policy formulation process, in collaboration with the
Administration Points of Contact to:
e Address when payments can be stopped or withheld based on search results
from the DNP Portal
e Determine when the DNP Portal should be applied to the payment process
(i.e., pre or post payment review, or both)
e. Coordinating systems of record Data Sharing Agreements in collaboration with
DNP POC'’s and Treasury

DNP Individual Access Instructions
Overview:

This document will provide instructions to individual end users seeking to access the
Treasury’s DNP Solution. All of the required information can be found on the FSC'’s
DNP SharePoint site, including:

DNP Rules of Behavior

DNP User Enrollment Form

PKI User Enroliment Help Guide
DNP User Roster Spreadsheet

Process:
Contact your DNP POC prior to completing the forms.

DNP Coordinator VAFSC DNP (Outlook)
VHA  VHA Accounting Policy (Outlook)

VBA VAVBAWAS/CO/FINREP (Outlook)
NCA Jacqueline Hillian-Craig or Daniel Foley

Your DNP POC will communicate with you about the nature of your request and answer
any questions you may have about the portal and its capabilities. The Administration
POCs must authorize your access to ensure it is aligned with VA’s overall DNP
Implementation Plan.

Once you receive the authorized access from your Administration POC, complete each
of the following forms (located on FSC’s DNP SharePoint Site) and submit them directly
to your Administration POC:
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1. DNP User Enrollment Form: Before completing this form, review the DNP Rules of
Behavior and indicate your acceptance by checking the box in the upper right hand
of the form. If you are unsure of your DNP Access Group, contact your DNP POC to
determine if you fall into an existing access group or if you and your office will
require a new access group to be established with Treasury.

2. DNP User Roster Spreadsheet: Create a copy of this spreadsheet with each
individual user’s information. If you are submitting multiple requests as an office or
as a group, include all of the users on one spreadsheet. VA is responsible for
maintaining a master list of all users and this spreadsheet will enable tracking each
authorized user for reporting on enrollment to OMB and Treasury.

Submit the three required forms electronically to your DNP POC. The DNP POC will
review and forward the documents to the DNP Coordinator, located in the Financial
Services Center (FSC) Operational Oversight Division (104/0471B). The documents
will then be reviewed and signed by the VA’s Authorizing Official as designated in the
Treasury DNP Portal and transmitted to Treasury.
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Attachment 2
Monthly Adjudication Report Process

Overview:

Treasury sends Payment Integration matches to participating Agencies each month.
DNP uses Treasury PAM files to automatically match payments made within the month
against the Death Master File and Excluded Parties List. For FY 2015 and Prior,
matches were adjudicated outside the DNP Portal.

Staring in FY 2016, VA will have access to the DNP Portal. Each VA office will develop
its own procedures on methodology for determining validity of the matches. VA DNP
End Users will follow their office policy and update match status in the DNP Portal.
Users should take appropriate action in accordance with Department’s Debt Collect
Standards for items identified as improper. Questions on DNP Portal and Adjudication
process should be directed to VAFSC DNP group.

Safeguarding of Personally Identifiable Information (PIl): Adjudication of DNP
Results requires the transmission of Pll. Always follow the guidelines below to
safeguard PII:

1. Always encrypt files containing PII.

2. Do not store files containing PII on shared servers.

3. Only send files containing PII to those required to use it.

4. Files used for examples or any other purpose that does not require PIl should be

scrubbed.
5. Follow all guidelines in M-07-16 or successor documents.
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