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We have reviewed the Bureau of Indian Affairg? (BIA) accounting for tribal
trust funds. The Purpose of our review was to determine whether BIA had
established effective accounting controls over trust funds and was
accurately reporting trust fund status to tribes. Our review wag performed
at the Division of Accounting Management and Branch of Investments offices
in Albuquerque, New Mexico, from October 1982 to March 1983.

It 1s important to understand theéESC.QPE'f'Of:TthISfQEtevie_‘g which focused
predominantly on evaluating the internal consistency of BIA's trust fund

accounting systems and the agreement of these systems with Department of

Treasury records. In other words, we wanted to find out if the systems

were in balance (which they were not). With minor exception, we did not
review the authority, propriety, accounting classification, or recording nf
individual transactiong. We did not confirm reported investment balances;

and we did not evaluate compliance or efficiency aspects of investment
activity.

It 1is also important to understand that BIA operates another major trust
fund system, Individual Indian Money Accounts. That system, as the title
indicates, is operated predominantly for the benefit of individuals. It

was not included in the scope of the review.

Our review was made, as applicable, in accordance with the "Standards for
Audit of Governmental Organizations, Programs, Activities, and Functions,"
issued by the Comptroller General of the United States, and accordingly,
included suych tests and auditing procedures as were considered necesgsary

under the circumstances.

. A_sm.r.’;dﬂﬁ:\lﬁ%
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{BACKGROUND,

There are three primary sources of these funds: awards made by rthe y.s.
Court of Claims, income generated by the sale or lease of land ang natural
resources, and interest earned on invested trust funds. The funds may be

BIA's Branch of Investments, also located in Albuquerque, ig responsible
for investing tribal trust funds. Fundg on deposit in the y.s. Treasury
earn simple interest at four percent Per year. Twenty-five U.s. ‘Code 1624
allows BIA to withdraw tribal trust funds from the Treasury and deposit the
funds in financial institutions yielding higher rates of return. Such
investments must be unconditionally secured either through Governme_pt
insurance from such an agency as the Federal Deposit Insgrance Corporation

or through pledging collateral 8uaranteed by the United States. Tribal
.

E.,IA:.Zha_"iisi..l_e?;fé‘\'r‘éﬁi‘r'l;gqf;’;j_gi_gg;ﬁt__;ﬁq'sj;“f_fijﬁdif_é'ﬁﬁ?és”ﬁifiE’E’EB‘H’s‘%:‘;"f”E’i-‘_:'z6’9"3‘:‘&*“‘{‘1”?2’3’%, As
of September 30, 1982, BrA'g Finance Systen reported a balance of $1.06
billion in tribal trust funds. This total was comprised of §33 million in

allotted funds, a deficit of $75 million in unallotted funds, and $1.1

gl S b
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BIA's basic Finance _s§stem has ‘been unable to provide'adeciuité’f’ié,éd@;_igg

g‘;s_grvice,“gg:gtj,ga_l;_‘;*t:g-'ustﬁ-_wfunds. The primary reason has been inadequate App
support. To Compensate, BIA get up four additional systems to provide more
detailed apd more timely information. While ‘all five systems gare
_compatible apd should agree, they do not, We noted 'differences between
Systems: (1) of §71 million in tc;tal cash transactions for fiscal years

1981 and 1982, (2) of $29 million in unallotted trust fund balances ag of
September - 30, 1982, (3) of $1.6 million between investment detail and

In. addition’ to  thes internal - out>of-bilance™ positions; " BIA'g- balanceofY,
unexpended  trust funds was-$75 Dillion less thanp. Treasury's” _.afti‘hth"éf:égg:fpfﬁe
‘fiscal""iéax‘:f198_2. The Treasury balance exceeded BIA's, but since @he
Treasury bases itg individual apptopriatioh balance on what BIA tepor;:;s',

Treasury provides no independent check. We do not know which is correc_t.-'

‘The Out-of-balance, situations™ créate” 3~ problem in“de _tﬁegg;'g;ﬂﬁg"’f_h&fv-_ngqc_ﬁjéji’éhﬁ%f

is available for- investment ™ At times" 'B'IA’”'it'iVé“s"‘é"s“”iiéFé'? f"tﬁfd's‘.'fﬁﬁﬁ?ﬁarefggé'

‘available. According to BIA's Finance Systeﬁ at the end of fiscal year
1982, BIA may have been overinvested by $24 million. From the tribal

Standpoint, overinvesting 1g good because BIA only pPays Treasury four

it borrows.

‘BIA te'cently‘_expos’edv”ééire"fal"ffrib“és ' finds to an” uninsui:ec’i'’p’c‘sit:_!,_g’fii'-“.be:é.’a‘u"é’g‘g
"of “bookke’épinﬁi’étﬁi‘éﬁaﬂﬁaifai:‘é"é‘i‘;"‘thejlj possiblé” lo§s'-*’6f“‘"’a’1nio's§ﬂi'"$f§‘5‘w66«f)? 1T

Tt -y

‘prineipal“and Eﬁ?‘—g&"ﬁ?ﬂ "?iggrgl'bwgf"th'ef' In‘t'ef'e’s't"o‘ﬁ_’ these; funds. This mighe
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Isolating causes is difficult due to interrelated éonsiderations and chain
reactions. ’IﬁidequatéfADP‘supgggg created the need for multiple systems.

Multiple'systems created more workload and increased the possibility for
error because the same data has to be entered more than once. More errors
complicated the reconciliation and correction processes.ﬁﬂwqu;d?ﬂpc]
T perform “a §féa€‘deal-oﬁ ttansacqigg-;gqf;ng,

that“errors occur at every”organizat;qnak;level.involved_with“tribal_trus:“-

«funds. The exhibit to thig report shows the type of errors noted ang where

they occurred.

‘The absence of an foective'rggqgsiliatgqn and cor{ectiye“prqpesq?;s
d1£f1cult to  explain. " As a rule,"BIA does not reconcile 1E§:}§sceﬁ§§{lﬁﬁéws
-'whenuit-dges and identifies mistakes, it has no sound Droqédﬂiﬁéifpgfhﬁk}éé?;
bompletejdeterminétiohémiﬁﬁ'ptdééséiﬁg‘cbttéqtibns. This was true in bot ’

internal reconciliations and reconciliations with Treasury.

o w
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We are recomménding ‘that™ BIA “set" ‘up’ '.iig}ipé J_;eyiré‘ahi?:ati“z;wwﬁsaﬁ'3"0133
;gsponsibilffiflgfﬁﬁﬁafiﬁﬁ?ffiBéff?fﬁéEﬂfﬁﬁds% The basis for that
recommendation is the overall lack of organizational competence within BIA
to make accounting systems work. 1In other words, if the solution to BIA's
tribal trust fund problems 1is tied to a solution to BIA's total accounting
problems,.wé may never see a solution. Tribal trust funds involve BIA'sg
trust responsibility for handling'othef peoples' money. While important
and sensitive, tribal trust fund accounting is not complex and solutions to
its problems.are easier .to reach than solutions to BIA's overall accounting
problems. No interface betweenbtribal trust funds and other aspects of

BIA's accounting is needed.

We are persuaded that BIA needs _one System with fully integrated and

compatible subsystems to serve tribal trust funds, and we favor a new
~—g=-oDl€ Subsystems

organization to handle it. However, we are not recommending the exact

means. Contracting out 1is an option but until {tg feasibility can be
determined, a recommendation to that effect would not be appropriate. We

[but we did enough to determine:,
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| FINDINGS AND RECOMMENDATIONS .

[ S

Whatever the reason for their existence, the maintenance of five systems

Présents an unmanageable situation for Proper accounting of tribal trqét
funds.

With minor exception, BIA'g basic and official Finance System contains all
the information necessary to account for and manage trust funds. It
records all collections and disbursements, It keeps track of whether truse
funds are 1in allotted, unallotted, or invested status. It records the
purchasing and _redeeming of investments and identifies the principal,
interest, maturity valuye, and haturity dates for each investment owned.

Plus, it has thig information by finaneial institution and by tribe,

The most serious weakness in the_giggngg_stggm is the inability to report

the stored information. Much needed data cannot be retrievedleither in the
—~=—=t0Ted information £

pProper format or in a timely fashion. To get around the Finance System's
deficiencies, BIA has implemented the four syétems described below.

Easztrieve

Easytrieve 1is an automated system with tWwo capabilitieg. It can access

certain files within the Finance System, acting as 3 special retrieval

systen. It can alseo record and accesg data in {tg own files which are



separate from the Finance System, although both S8ystems are maintained on

the same computer. Easytrieve plays a larger role in BIA's finan'ce
operations thap Just handling trust funds, but it does play a key role in
trust fu.nd accounting, primarily using its own files and operating apart

from the Finance System.

. transactions to Treasury for one of'BIA's two accounting stations in
Albuquerque. The information Easytrieve uses to perform these functions 1is

also contéined in the Finance Systenm.
Posting Machine

The sole function of the Posting Machine (which BIA refers to ag ﬁts

Central Office Control Accounts) ig to keep track of unallotted funds. To

maximize investment return, the Branch of Investments needs to know the

amount of unallotted funds on a daily basis go that it n_ invest an.
available funds immediately. The Branch gets this information from the

Posting Machine, The Finance System containg the same data-—the documents
input to the Posting Machine are also input to the Finance System~—but only
produces reports monthly. Thus, the Raintenance of unallotted fuynd
balances available daily on the Posting Machine gets around thig Finance -
System deficié‘ncy. It also createg additional work.

INFO System

The Branch of Investments needs INFO to provide investment data on a2 more

timely basis than the ?inance System can. Thig automated system contains
information on individual investmentg by tribe and by financial institution
.Jrma ———— - Z-rtutior

and J:j._s.gi‘.tpg_a_turigy_gates and related information. The data is taken from

negotiation gheetg pPrepared by the investment officers, which are also used
as input to the Finance System. The Branch usgeg INFO data to keep track of
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specialized investment System which the

» private fir@, and it containg data on
eight funds with i;rge balances (the trust funds for four tribes plyg
Individual Indiazp Monies, Indian Monies—Proceeds of Labor, Contributed
Funds, and Alagka Nétive Escrow funds). €_system provides more detailed

information on each tribe's investment portfolio and activity than efther

INFO or the Finance System can provide. The sources of Money Max data are

the same negotiation sheets used as input to INFO. Because of the large
volume of investment activity for these tribes, BIA only enters Summary
data for these tribes' investments into the Finance System from Money Max
a8 opposed to the details of each transaction. Ip fact, BIA obtained Money
Max primarily ¢o handle funds with large balances and large numbers of

transactionsg,

iThis proliferation, of.systems has createds tHe T LBt & ThoVan T pEOblens Ty Firsty

'i;ﬁh&E’ihége§§§§;§IA! jffﬁgi?fuhdggcg@ggg&ggiggggéggg; The information in

INFO data is alsge input to either the Finance System or Money Max. &This
‘duplicateseff Orthotw onl7;‘:23'3_t';’é'sfifi‘é"ioﬁi'fg"éfs}’“’bﬁt?“" :

—— bR

o

f,recqsginsf;nsgszecqq1qgggggg;qquwgigﬁapgaqzs;uni:beageé255:a£9h13ht~i!l-"**

T the™systéinsTshouldTagres;

L vtk

summarized below:

$71 million.

-2, The Posting Machine unallotted tryse fund balance as of September

1

30, 1982, was $4.9 million, and the Finance System balance was a defieit*
$24.2 million, a difference of $29.1 million.

they "do~hot. The internal inconsistencies are

(h



3. The Pdsting Machine listed balances for 44 trust funds thae did not

exist in the Finance System, while the Finance System listed balances for

16 trust fundg nonexistent in the Posting Machine.

4., For one trust fund we reviewed in detail, the Posting Machine
listed an unallotted balance of $3,200 and the Finance System listed it as

a deficit $80, 500. However, both sysﬁems were wrong, and the correct
balance should have been a deficit $162,456,

5. The Finance System's detafled listing of investments differed from
its investment total by over $500,000. '

6. Money Max's detailed listing of investments differed from the
Finance System's investment total by $1.1 million.

We found several indications of what Creates these differences and éhyfno

" one resolves them. The;inggeasi;ih?hUmbé;fpf}syqtggs?anQﬁﬁgpbe

?e::qfqg:grhigﬁégagsec{;eixmzhgcg@quggs. The largest cauge of these
differences are keypunching errors in encoding the data and errors in

Preparing document coding sheets. ¢a S0 FEANSECE [50s 4TS Sonst newT, Balag

—

gregqrdedggygqg:gggzgg;gqhgglgiﬁeéfiﬁét:agfalgﬁg We found no indication that

the systems themselves did not work right.

S e s e,

CA_certain- nunber of TarESES 5] to be” expected; - but’ £hey shouldy be "caught
" HOVEVer U BIA” ag an

e A ek,

‘through pr Gpet7and  timely. Feeoncili dtionsy”

?recon¢1;§§1;§§§75tgggg:ggggéygg:gﬁéﬁfiE?d6§?§idéﬁ%ff??difféEznhégﬂbetﬁaéh

fsystems:§7if??ﬁihgfnbhqsoﬁhd:;proceEEEé;ﬂfbi}ﬁresolz&ng;@:hem.; Sometimesg
T BREERRE S r. £ et

differences are identified, but no followup action 1is taken. The

Finance System byt has not researched the errors Creating them. 1In other

instances, differences are identified but not isolated, and corrective

correcting errors made in 1981. But these corrections were not

— e



specifically related to the 1981 differences, and there was no way of

knowing whether the prior year differences were being regolved.

Additionally, adjystpents would be wmade without any explanations or
support. This wag particularly a problem with the Posting Machine's

balances.

There are many BIA organizations which have a direct effect on trust fund

'accounting. The Central Office in Washington, D.C., 1is responsible for

transferring award funds from Treasury to BIA. Area offices collect and
disburse tryst fundé. The Division of Accounting Management maintains fund
balances, Computes interest, and deals with Treasury. The Branch of
Investments withdraws funds from Treasury, invests them, and then
redeposits the funds Plus interest into Treasury. Any one of these
organizations can and, as can be geen in the attached exhibit, do make
errors which create the differences between systems.

e - faily ! differences™ dppéars T ralated o Ta " 1ack™ of a8 ianeds
responsibilitxvaogffbbdpégstIbﬁﬁfﬁifhiﬁjfBIA. Division of Accounting

ére noted. Division personnel identify the differences and the necessary
corrections but do not actually make the corrections. If the area offices:
— =% 4drea office

do not do this, it does not get done. A Branch of Investments' employee

explained that researching one discrepancy or error could take hours, only
to find that some other section made the error, thus wasting Branch of

Investments' tipe. Regardless of who 1ig responsible, the fact remains that

the job is not getting done.
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Acnz"ziizﬁr wn‘h TREASURY [

Tteasurz;fﬁrovides: BIA'with the only. external ¢heck on the accufacy;hgf_;- BIA's
.trust: fund-accountings™ - BIA  shéild™ bé able” to- reconcile; both: its .monthly
cash- act_:iv;l.ty? and-"y;a‘rend"cash“f‘balanceé" to Treasury's*records. But BIA has
neither kept up with its monthly Treasury reconciliations nor made the
necessary adjustments to the Finance System when it did complete a monthly

reconciliation and knew what adjustments should have been made. {Af the“end «

s of~ fiscal: year; 19823 Treasury's™trust” fund'balance” exceeded “Fhat. ‘récorded

in’ th'e'Fﬁ'é"ﬁ'E'e"-SS'stem‘by, nearly~$75"million. Part of this difference is
probably due to BIA's failure to reconcile 1its various systems to the

Finance System.

iTreasury~essentially "sérves as & bank’ for.” Govérnments 'Sgen'EfE‘;?ﬁf:&:;diﬁéi
Teceipts;Tdisbursements]’ dnd” fund. balafce $verltkeepsTErac) ki ofs edeh
: = .
°

.agency's finaficial dctivity by accounting "statisn” but: leavés  acé gnfﬁi_ﬁi’:gﬁy'

appropriation.(trust fund) within' each, accounting”station: €aTthe  agenciess

S e

While: Treasutry récords” fﬁaai;“,‘sa'l‘s“ﬁé_‘eé‘__‘B’&T“‘”ap”p"fbpgi’ai{‘o’h soit reliesstotally on

what an agency: reports’ and~does: not’ provideany’ indépendent

Fehgekrony
balarces of" 58&?3&37'"Birﬁ'éiibtopri‘ation"? Agencies report their version of
cash transactions by accounting station to Treasury monthly on the SF-224
Statement of Transactions. If Treasury's records differ from what an
agency reports, Treasury prepares a Statement of Differences, which the
agency has 90 days to resolve. At the end of each year, Treasury also

provides each agency with a TFS-2108 Year-end Closing Statement,. which

combines an agency's accounting stations and 1lists fund balances. The

balances 1listed on the report are based on the previous year's ending

L} : -
balances and the current year 's cash activity reported on the SF-224.

‘BIAdoes:not:ztake.fu lliadvantages of~Treasury: as: &:control-over,its.,

it
SR E Rl PN

taccounting:aceuracy. Treasury's tribal trust fund balance at September 30,
1982, exceeded what the Finance System totaled by almost $75 million, and
Snteeded whe fthpance oy

plain’when; the Fifance: System+lastrwass in-

lan

N e

B o~ .y o v i e ] ATVAS
o Tonerin- BIAT could™ex

- H
............ e v g 2

with*Tredsufy.F¥%Part of this discrepancy is probably due to BIA's having
Sith IULy.

A5
two accounting stations to deal with instead of one, thus creating

‘additional work and the need for an additional system.

10
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BIA has one accounting station (0650) that handles only trust fund

investment and award activity and another (0699) that handles the rest of
BIA's ffﬁancial activity, including trust fund disbursements and receipté.
BIA records transi;tions for both accounting stations in the Finance
System, station 0499 data being input by the Division of Accounting
Management and station 0650 data being input by the Branch of Investments.
The Finance System generates the SF-224 report for accounting station 0699

but has not been programmed to do this for 0650. Therefore, the Division.

of Aécounting Management also enters all accounting station 0650
transactions into Easytrieve, which thgn pProduces this station's SF-224,

There are three problems from the Finance System's perspective with these
Processes. First, BIA does not_reconcile the SF-224 for accounting station
0699 in a timely manner. When we began our review in late October 1982,
BIA had not resolved 11 of the 12 most recent Statements of Differenceg\fgt
this station. As of September 30, 1982, unreconciled balances more thanvid
days old totaled over $2.8 million. ’

The second problem is that eventually BIA may determine why it differs with
and may report.the necessary adjustments to Treasury for station 0699, but
will not record proper adjustments in the Finance System. While this
clears up the matter from Treasury's standpoint, it leaves the Finance
System inaccurate. We noted over $26 million of unprocessed adjustments

.£alling_inLQ_Lhii_saxgzggzi\}hat is, reported to T;easu;x_bu;npo:.recorded

by BIA.

The third problem pertains to the SF-224 prepared for accounting station
0650. BIA is generally pretty good  about reconciling this
Easy:rieve-produced report to Treasury and even making the necessary
corrections to Easytrieve's records. But this reconciled-—and probably
accurate-—data in Easytrieve bearg little resemblance to the accounting
station 0650 data in the Finance System. For fiscal years 1981 and 1982,
the totals of 0650 transactions recorded in the two systems differed by

over §71 million. BIA personnel conscientiously note these differences on
—_— . Coilon.

a2 monthly basis and even by individual trust fund, but make no concerted
effort to resolve the differences. The Finance System therefore remains

inaccurate.

11
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{OVERINVESTMENT 0P tRusy FUNDS

iy

investments are supported bf pleces of Paper representing time certificates
of deposits, Treasury Securities, énd other Government issues. Byt we do
not know whether adequate balances of trust funds existed in the firgt
Place to purchase these investmentg, %I,t_easury:.prov;d_e's;:zurig;».reg};icontto_l;
against ovérinves ting or: ovetexpending;ha_;;trug t fund.:.This ;.c0ntrol, 1s; lefe-:
to BIA. ‘ '

 What particularly raises' the-

uestion™ of’iiBvéi-itiﬁéwstméiifiiiis‘};ithé deficif
balance in unallotted” funds;: whick: essentially” tepr"éséutsfafggasb?;;ggqggtfgig%

;fi'eas'uryf-% As of September 30, 1982, the Finance System reported a defitgft

7 a. 5 1lion in.
balance of $75 million Even taking into .consideration $§51 mi' o
longstanding errors, which BIA has corrected since our audit began, the

balance in Mnallotted funds is _s£ill a ne ative $24 million. The Finance
System i3 the "least accurate” System according to BIA personnel ang the

Posting Machine {ig reportedly the most accurate. But for one trust fund we
reviewed in detail, the Posting Machine'sg recorded balance of $3,200 was
wrong, and the “correct"” balance of unallotted funds in this case should
have been a deficit of $162,000. we also found other errors in Pogting
Machine balances, By using the Posting Machine, the Branch of Investments
is therefore making investment decisions on inaccurate information and

investing fundg that do not exist.

Deficit balances in unallotted fundsg Rroduge what {g called negativ
.—‘.\_J

interest. Allotted and unallotted funds earn simple interest from Treasury
at four percent a year. BIA rather than Treasury 4g responsible for
computing interest and uses data {n Easytrie‘ve-BIA's "second most
accurate” sygtem——to do this. Negative interest occurs when there are
deficit balances in allotted or unallotted funds. {Q;@gﬁfsﬁl{?g&ﬁt_xg&?

f-r:i,ater:.egt:;m#fy.gég%&ﬁﬁ&e@ﬁbal‘a"‘fﬁfes e Biit‘:!zhgszshis;f‘fséﬁn”iﬁeéﬁﬁ; is”thatt
*BIA*borfows "woney - T1 L3t _only four-percent. interest- and' investsy
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POTENTIAL LOSS OF INVESTED FUNDS -

gBecaﬁséfﬁf“é'receﬂt~f§11ute at_a financial’institution;"BIK ¢ould: lose
'§g95,0002ofvtribal'trust‘fundg;fIAt;a‘minimum; BIA will losevthe'intg:gpt
that@j@qldjhaye-been_ga;ned on the funds in question for at lgast-seygral
;months. We belie;é.éa;i this loss could have been prevented had BIA been

reconciling its INFO and Finance Systems.

Trust fund investment restrictions require that any funds deposited in a
financial institution be covered by Federal insurance or secured by
Government issues as collateral. ffédéférflﬁédfanéé ébvéi§g5?is,limited?tég

:$100,000 per investor, and each’ tribe ig’ considered an investor. The INFO

system {s programmed to accumulate investment data by financial institution
and by tribe, and the Branch of Investments uyseg INFO reports to make sure

that it does not invest any tribe's funds past the secured amount.

Howevet,{BlAfdid*overinvesﬁ”trusf“fundsgiq”a‘bank which‘ebenfﬁillyiggilgg
‘and could lose the amount overinvested:r:Here 1s how that happened.
— e

In January 1982, BIA invested funds for the Hoopa Yurok, Colorado River,
and Ute tribes 1in Valley First Federal Savings and Loan Association of El1
Centro, California. Through an encoding error, these investmentg were not
recordéd properly in INFO. The maturity date for the investments was
recorded as_Jaduary 18, 1982, instead of January 18, 1983, and the
transactions were entered into the system's history file rather than 1ts
currentﬂinvestmenté file. In March 1982 the Branch of Investments invested

Egg}cional funds in Valley First Pederal for these same _tribes, unaware
that these tribes were already fully invested in this institution because

the tnitial investments were not listed on the appropriate INFO report.

On_January 6, 1983, Branch personnel realized that the three tribes were

overinvested in Valley First Federal, but since the investments would

mature on January 18, _they decided not to correct Lhe situation

immediately. Valley First Federal failed on January 14. The Federal
— T R

Savings and Loan Insurance Corporation overed the investments up to
§100,000 per tribe, but $194,948 remained uninsured. BIA plans to submit a

14



e ""f} Y

first priority claim on Valley First Federal's assets to the Federal Home
Loan Bank Board, which has jurisdiction in this matter, but as of the date

our fieldwork wag completed, the matter has not been resolved. Regardless
of the avgcis:lon on the principal invested, the tribes will lose the
interest that woulg have been earned on these funds from the date the
institution closed to at least the date the matter is settled.

\PPA hasescountered this' situation before’ In May 1981 Economy Savings and
Loan of Chicago, Illinois, closed, and BIA had overinvested in this
institution by $188,000 of Arapahoe and Blackfeet funds. INFO was designed
to prevent a similar situation from happening again, and had BIA been
keeping up with its reconciliation processes, the Valley First Federal
affair may not have happened. Detailed investment information ig recorded
in both the Finance System and INFO using the same negotiation sheets as

sources. Since May 1982, a program called EZ Banks hibeen able to
retrieve investment data by bank and by tribe from the Finance System fo_i'-
comparison with the INFO system. While this reconciliation process wa’é
available as a check on each system's accuracy, BIA failed to use it until
March 1983—after the loss was incurred. Our review indicated that the
data on the initial investments had been properly recorded in the Finance
System. Thus, 1if the two systems had been reconciled, BIA would have
detected the Valley First Federal overinvestment eérlier and could have

corrected it.
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CONCLUSIONS AND RBCOMMBNDATIONS

i P -

The most . often~cited reason why there are so many systems involved in trust
fund accounting is that BIA has not provided adequate ADP support to the
Division of Accounting Management and Branch of Investments. Both Division
and Branch personnel reported that they have submitted numerous requests
for ADP assistance co BIA's Division of Systems Operacions, but these
requests generally have not been fulfilled. The chief of this Division
related three reasons why he could not provide the ‘requested services: he
does not .have an adequate number of personnel; what personnel he does have
spend most of their time converting the Finance System from one piece of
hardware to another (from BIA's Control Data equipment to Martin Matietta s
IBM to BIA's Burroughs); and the requests for ADP assistance are frequently
not specific enough. This lack of support to the Finance System has forced
the two sections to seek ADP assistance elsewhere, that 1s, the Branch of
Investments leases Money Max from an outside source and the Divisionraf
Accounting Management relies heavily on Easytrieve. Easytrieve 1s easy fb
program and does not require the services of systems development personnel,

but it is also very expensive to operate compared to the Finance System.

*””fot 5;F1nance~ System

défiEiéﬁéiEETméy_haye‘beéﬁ?éﬁfatceptable'short-

‘trust * fund’ accounting. .. Howevér,™ .failing to. teconcile”’the « 8ystemsr:a ndf

PR T, pde Trdamil B e

X

maintain intetnar'consistency hds created large” unexplainab1e~discrepanciese

~which™ ultimatelys, has} destroyed - confidence: ;. _1n. the' validiry . of'§;the:s:

tinformationbp:oduged.

BIA has severe accounting problems almost everywhere. On September 8,
1982, the General Accounting Office issued a report entitled "Ma jor
Improvements Needed in the Bureau of Indian Affairs' Accounting System."
GAO also withdrew its approval of BIA's ~accounting system. Within the last
12 months, we have {issued critical reports dealing with cash handling,
travel advances, and voucher processing. Trust fund accounting is merely

another representation of the overall problem.
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a bing_faceor. fhere are  other factors-—confusing organization

responeibilities, shifting priorities, and the absence of , sense of
individual accountability. Perhaps the best way of éxpressing it ig that,
for a lot of different reasons, BIA lacks the organizational capacity to

make some things work.

BIA's accounting problems, or more accurately put, the solution ‘to these
probleme,_must be viewed in terms of what BIA can reasonably be expected to
accomplish. OQpe option is 3 complete system redesign embracing a11 aspects
of BIA's accounting system, That would require a masgive effort, and itg
Success would depend on adequate ADP Support as well ag some significant
improvement in organizational competence.

3l dspeets  of trifal Teriger

\We%.favor~a separate- organization :to: handle:
\funds; (accounting=and Anvestuents). because we" Séi’I”e‘GE?’Ehi“:"f‘hﬁﬁidéah"% has:t:her
begtﬁchancé*bf?prodﬁslﬁg7aﬁ”égéeptébie?syéizﬁ. While we are reluctant to
attach a higher priority to trust funds than ¢to the rest of BIA'g
accounting; the fact, remains that truse funds involve handling other

people's money., 1 addition, improving tribal trust fund accounting should
be a far simpler task than improving the remainder of BIA'g accounting.

Spinning off tribal trust fund accounting would not have a substantive
impact on the other aspects of BIA's accounting because the two do not have

to interface.

accounting and investment operations., Several options exise, including

contracting out, and an in-depth feasibility analysis ig needed before the

We are not recommending contracting out at this time, but we are
recommending that itg feasibility be determined. There are hundreds of
financial institutiong which might be interested, but there are a lot of

questions that have to be answered.
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1. Would a financial institution be willing to make separate

investments for each Fribe, as BIA is now doing?
2. Can BIA ché?ge to investment pooling?
3. Are there legal obstacles?
:4. Who would be responsible in the event of a loss?
5. How would Treasury and OMB fit into the picture?
6. How much would contracting out cost, and who would pay?
7. What would the tribes think about {1t?
As we understand 1t, BIA has awarded a contract for the study of {its crué;
fund operations, which should answer most of these questions. Howevei;
. questions four and five were not addressed in the contract's scope of work

and would need additional study.

Recommendations for the Assistant Seciefary'for Iﬁdian Affai:s: S

We recommend that BIA:

1. Reconcile the various systems 1involved 1in tribal trust fund

accounting and make the necessary adjustments to its records, thus
trust funds.

2. Revige its accounting systems and procedures for tribal trust funds

as follows:

a. Establish one system with fully integrated and compatible
subsystems to keep track by each trust fund of cagh collections, cash
disbursements, investments, and interest earned. This endeavor would
require assurance from BIA Danagement that adequate ADP support would be

made available.
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b. Perfomm monthly reconciliations to assure that the s&stem is

kept in balance and that errors and omissions are promptly identified and

corrected...

¢. Establish one Treasury accounting station exclusively for all

trust fund activity.

3. Create a new organizational entity whose sole respdnsibility is the

handling of tribal trust funds (a possible exception is the inclusion of

Individual Indian Money Accounts).

4. Determine the feagibility of contracting out all or a portion of

BIA's tribal trust fund activity.
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