Natural Resources Library N

v US, Department of the Interiox Kim ogh e
. 19 ONTINUING FAILORE' T ABERRATELY MANAGE 27 N

continue to work closely with the Tribal Ad-Hoc Committea and the
' GAO staff assigned to the Reconciliation Project. The proposals
received in response to the Reconciliation RFP ‘should be avaluated
and “best and final bids" should ba received by the end of the next
quarter. The move to the new office site in Albuguerque should be

THE INDIAN TRUST FUND (770, —

will continue to work on the various projects meeting our short
term needs for the various accounting systems that we are currently
utilizing, and Arthur Andersen & Company will issue the F.¥. 1990
Financial Statement Audit Reports for all Trust Funds.
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Senate Subcommittees on .Appropriations. The House and Senate

review was completed on August 3.after we responded to numerous

Saaete,
ety

he Office of Trust Fund Manag : :ement was .given ‘a'autho.rity to
be:lh:ﬁlhn‘: _positions on September 10. In addition, I've been ex-

‘ploring other options that may. be available for the enhancement of

the management of the trust funds within the Department.
 Furthermore, recently.a review :was co::ducted b{ 2 teaa:eolf;:iig-
ounting, ADP, and contract management personnel from min-
;::als?;gnhgement service. They.concluded that, generally, actions
under:way were necessary and headed in the right-direction. How-

ever, they concluded that truly ‘major work lies ahead to bring

. This concludes mypmpared staten . Ch
“happy to respond to & y questions that you might have.

management to' an appropriate level of performance.
These finding reinfoi‘cc'k”fimaviry"df‘{th‘e_,_shcrtcognmgs identified in
er projects. We are examining currently the best means of ad-

tément, Mr. Chairman. I will be

. [Thie prepared statement of Brown follows:]
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STATEMENT OF EODIE. F. BROWN; ASSISTANT' SECRETARY FOR: INOLAN-
IR o EPARTMENT OF THE INTERIOR, BEFORE THE SUBCOMMITIEEL on
Ve MENT, ENERGY, AND NATURAL RESOURCES COMMITIEE oy
GOVERNMENT OPERATIONS, ON THE BUREAU OF INOIAN AFFAIRS " TRUST
FUND MANAGEMENT PROGRAM _ o i

R T CHC A

Septgﬁber‘25,1}990 et
I. am
pleased to.be here today to. present t'e‘-s.t’imony‘ on tne 'Bu'r'e’a‘d"_”’d'f"
Indian Affairs:®

Good morning Mr. Chairman and. members of the Committee.

(BLA) trust-.fund ‘management program and t‘q'
address certafn issues which were. raised at .the Subcomﬁ:it'tee’v"s',_
previous.session pon Apr§l .24,.199¢;: “Accompanying mé ‘are Walt
Mills, Deputy Ass i\stan;;t <,-1$g,c?.e“t.ar‘y'-w:ﬂ.or/ Tndian -ARFaT rsy L og
Gallegos, Assistant Secretary: for. -P&];tc-y, Management & Budget) .-
and. George Gover, Act-‘lng:;-oirector; 'Of_fice.‘of Triust Fyunds

Management,

The Bureau has. made progreass ‘In-this- p“éM_Od_--im T
carrying out our responsibiiﬂt:},e;s:1n' _adares;'ing some of the
concerns of Congress with“ée:‘s_;ég'c_i;{__tov._th‘fevcoil‘_d’u'c_t‘éf trist fund: -
management, Additfional step’s'ne"edvto.be taken, however, in the
future, Lo .. I T :

$12:.M¥11ton Funa Imbalance

We wish to update.the Subcommittee on our actions taken with
respect to.the/$l7v million imbalance identified last  year in the
September 1989 Inspector General's report. - ‘In the April hearing
Yyou were 1nfo"rmed that the Bureau was working with the usS‘ilst‘an'ce
of Arthur Andersen & Company to reconcile the differences
identified betueeb the Bunaau'asrf!hanci‘a-l‘accounti'ng system and -
the investment port!olio-.-,ne‘»ptj!&t:ing‘ balances. .:Those';differences =
have. been reconciled to within$1239. ~Therematning balance wilf
be addressed in the audit vork'--tO'*be'-”dbnﬁu‘cted‘ ‘by Arthur Andersen
& Company during. the course of current ‘FY ‘year 1990 dudit of the

[N

caL




trust funds. We have found no cases of fraud, embezzlement or
, theft, ' : ’ ’
]

consult with affected tribes untii an Indian/Tribal Advisory
Committee has - been established The Advisory Committee cnarter,
Federal Register notice and other supporting documentation have

The separate data entry' into the two systems that created the been completed and are 1n the final Departmental review process.

differences highlighted in the Inspector Gemeral's ‘report is ]
peing addressed by developing.an automated interface to We are planning to meet uith the appropriate Congressional

automatically update the.énvestment and:accounting systems Committees within the next two veeks as part of the _process to

finalize the language in ‘the RFPs. Tne RFPs are to be advertised
in the Commerce Business Daily by October 15, with the contract
award by January 15, 1991.

simyltaneously. The integration'ot the data entry is scheduled
to be implemented by October3i, 1990, and is currently being

tested in Albuquerque., -~ This enhancement will prevent such an

imbalance from occurring in- the future.

Status of Financial Services Contract.
Audit -and Reconciliation (P.t.:101-120) -

[

.

The Bureau has given written notification to Security Pacific

At the April hearing, the Subcommittee questioned us on our Natlona1 8ank that it will not exercfse |ts optfon to continue the

actions related to compliance with the Congressional directive to contract for FY 1991,

The contract ts no longer needed and uill
audit and reconcile the accounts. The Bureau has developed two expire on its own terms on September 30. Thls action was taken “in

draft Requests for Proposal (RFP); one for the reconciliation and response to the acceptance of tne Bureau's reconciliation and audit

a second for the audit work to-bé performed. We have requested plan by the House and Senate Appropriations Subcommittee on

Interior and Related Agencies. .

;
B

Red Lake Band of cnlppewas

that the Office of the Inspector General perform the requiréed
independent verification that the work performed meets the intent
of the Congressionai directive,

. ]
A meeting was held on September 20 - in Albuquerque, New Mexito, to In the Apri) heartng, the Subcommittee referred to-a payment due to
the tribe that nad not been received The Bureau had accompllsned
an’ interna] transfer of 5362 020 70 on April 20 from restricted

escrow .accounts to tribal accounts as requested by the tribe.

B

discuss our drafts of the two RFPs with .representatives from all
37 tribes included in Phase I of the reconciliation and audit
project. We also invited the tribes representing the Individual
Indian Monies (IIM) account owners -at- the three BIA agency

offices selected for participation in Phase 1. We believe this Unallocated Balances R .

approach is fully consistent with the requirement of the House
Appropriations Subcommittee on Interior and Related Agencies to




The “unallocated balances' total of $35.8 million in the FY 1988
Arthur Andersen 1] Company audit of tribal and [IM funds that was
referenced in the April hearing has been partially identified with
the help of the auditors. The amount identified as "unallocated"
based on-.the FY 1989 audit is 317.i million, The primary source of
this amount (3$11.8 million for FY 1989) appears to be the
difference between the Bureau S Finance System balances for [IM and
the Integrated Records nanagement System (KRMS) subsidiary
accounting system in the field offices Researching the reasons
for this “unallocated” difference has been included in the scope of
work for Arthur Andersen & Company for the FY 1990 audit. Other
lesser-amounts that have been 1dentified related to this
(1) undistributed
interest; (2) overearnings on”some investment transactions; and (3)
other miscellaneous amounts, 'lhenﬁureau will address the Finance
and IRMS-1IM system varfance through the Reconciliation and Audit
Project described above, The other 1tems will be addressed through
the course of the FY 1990 audit by Arthur Andersen.

"unallocated" amount have been traced to:

Investment Losses

The Bureau has submitted the five findings of facts regarding the
seven losses identified by the Inspector Genenal to the Solicitor
for a determination. The Solicitor issued an opinion on May 2, as
to tNe liability of the Government related to investment losses of
principal and interest of trust funds. The Bureau is currently
studying the Soelicitor:' s opinion and uill be working with other
agencies to determine how it witl apply to the identified losses.
A policy decision will pe forthconing from the Bureau.

v

- The 1681 Reconcilfation Project

- 57

Thelcomputer programs have been developed to address.prohlens nith
this process. Test data from the Anadarko’Area’ 0ffice is currentiy
being reviewed by the-0ffice of Trust- Fund Management n
Albuquerque. There are discrepancies noted betwéen data lines
received from the Minerals Management<Serv1ce (MMS) and’those being
processed and .distributed from the 108L. Reconcilﬂation programs “to
the B-1900/A-10 minicomputers. The ‘1A Office of Data Systems in
Albuquerque is working with ‘the Office'ofJTrust#Fundlpanageﬁent ito
fdentify and resolve this problemon s timely basis. 'The'targét
date for implementation of ‘the 1081 Reconclliatign System ‘at
Anadarko Area is set for the end of September.’ The ‘testing of ‘the
process for the Bi1lings, Navajo,' Muskogee, Phoenix, and Abefteen
Areas will be initfated in early October.- I't s anticipated ‘that
the testing for these Areas will proceed much easier after over-
coming the data problems with the basic programs at the Anadarko
Area. The target date for implementation at all' Areas is scheduled
for November 1990,

0ffice of Trust Fund Management Organization

The resources for the Office of Trust Fund Management were the
subject of a reprogramming proposal presented to the House and
Senate Subcommittees on Approprtations. The House and Senate
review was completed on August 3 after we responded to numerous
questions, The Office of Trust Fund Management was given authority
to begin filling posfitions on September 10. In addition, I have
been exploring other options that may be available for the
enhancement of the management of the trust funds within the
Department.




Furthermore, recently, a review was conducted by a team of
accounting, AOP, and contract management personnel from the
Minerals Management Service. They concluded that, generally,
actions underway were necessary. However, they concluded that
truly\r'najor work lies ahead to bring trust fund management to an
appropriate level of performance. They cited a lack of an overall
coordinated plan, weak 1nternal ‘controls; a lack of policies; data,
process, and input redundancies. a need for a new trust fund
management system; and a variety of other shortcomings., There is
also a concern that the Offlce of Trust Fund Management may not
have the suite of technical specfallsts necessary for successful
management of such a large-undertgking/. These findings reinforce
many of the shortcomings identified n other reports. We are
examining the best means of addlesstng many of them.

This concludes my pl'epav;_ed statement. I will be happy to respond
to any questions the Committee may have.
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Mr. SYNAR. Thank you very much, Dr. Brown.

Letme.ﬁrstofall aaytothepanel and the visitors here. today,v
we're obvioualymatlghtsxtuatlon with. tothebudget
have just been mformed I've got. to meet with the majority leader
at 10:15. This meeting ,-unlegs. we're able to find: »a".gecond
member tlo Iask estxo;:s, tl:lay this hearmg for 45 mmul:es ftom
10:15 to 11. I apologize but those things ha

Second, we gg havefa trengﬁndous ?hujglber :.f Ifu;stldons fo;'t Mrt

Gallegos, but we will forego those at poipni e. does. not ge
hereevgnthm a short period of time I will ask those questxons to Dr.
Brown. ThenwemlleomebackandaskMr Gallegos :

Mr. Gover, welcome this morning. We will wait until theres the
appropriate time for you to answer questions to sweér you“in, or
when Mr. Gallegos comes. Wevealneatlvswom Dr._Brownan Mr
Mlllsm,sowellwmtuntﬂthatpom '

Letmebemn.FxrstI’dhketoaskunammousconsenttoenter
into the record exhibit: = :

[The information follows:)
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United States Department of the Interior

OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20M0

NOV 051930

The Bonorable Villiam F. Clinger
Ranking Minority Newber
Subcosmittes on Environment, Energy

and Matural Resources
Committee on Government Operations -
B-371 B & C Rayburn Bouse Office Building
Vashington, D.C. 20515

Dear Mr. Clinger:

Enclosed are my responses to ths questions you attached to your Septe!bcr 26,
+ 1990 letter. As you requested, my responses are reflective of conditions at

the time of the hearing.

Thank you for the opportunity to provide additional testimony for the record.

Sincerely,

- Indian Affairs

Enclosure
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RESPONSES OF THE
ASSISTANT SECRETARY - IKDIAN AFFAIRS
TO QUESTIONS OF
TAE. RANKING MINORITY NEMBER
SUBCOMMITTEE ON ENVIRONMENT, ENERGY AND NATURAL RESOURCES
COMMITTEE ON GOVERNMENT OPERATIONS

QUESTION 1: The Subcommittee has highlighted past problens by BIA in
incorporating account holder input. In proceeding vith your work, how will BIA
work vith tribes and account holders to snsure that they are in agreement with
the account balances?

RESPONSE: As is discussed in our Strategy for Reconciliatior. Audit and
Certification of Trust Pund Accounts, we are planning to provide statements to
each account owner after each. phase of the reconciliation project. Account
owners will be asked to provide the Bureau with any documents or other
information that may be available to them to complete the record or which
reflects information other than that in the. statement. By showing each account
owner tie debits and credits associated with the account and by requesting that
they notify us of any discrepancy, we will obtain as xmuch assurance as is
possidle that the owner agrees with the reconciliation. This procedure vill be
repeated after the account reconciliation effort is audited. At.the end of the
certification phase, the account cwner will again receive a statement showing
activity in the account. - ' . '

QUESTION 2: At each hearing to date, ‘'vyou bave been asked about the possibility
of turning trust funés cver to the tribes and individual Indians. The response
has been that this is a "viable option." Some Xembers of the Subcommittee
vould like to see the cption more seriously considered. Will you assure the
Subcommittee that when you affect the recopciliation and auditing of the
accounts that you will investigate means by which trust funds can be turned
over, identifying if lavs need to be changed? - .

And will you discuss this "viable option" with Native Armericans. as part ot
the consultation process?

RESPONSE: 1 ca£ give the Subcommittee full agssurance that we will investigate
means by which trust funds may be turned over to the Tribal or individual
Indian owners. Ve intend to include tribal government and individual Indian
participation from the beginning as we address this issue. I will notify the
Subcornittee if the Department's Office of the Solicitor determines legislation
is required to accomplish this. .

We will discuss turping ovcf ituit funds to. account owners during our
consultation with Tribes and individual Indian account ovners as their views
vill be most important in paking any decisions about this option.
QUESTION 3: Who 13'110510 tor shortages ia accounts, namel} los§ funds?

Bow about lost interest due éo poor investaents?

Is the U.S. taxpayer ultiiléoiy iilponsiile if it is found that thi BIA
has mismanaged the Trust Fund sccounts? . . - .
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QUESTION 6: There is great concern among Subcommittee neabers about Individual
Indian Money account holders. It seems that it is these individuals, due to
the sheer number of entries associated with their &ccounts, who will be stuck
vith the lion's share of account shortages. - How will the agency go about
notifying these individuals that their accounts are out of balance?

RESPONSE: I have not discussed liability for shortages or lost interest with
the Department's Solicitor, but my personal belief is that the U.S. taxpayer
may be responsible tor shortages in the principal of any account. Vhere the
loss is not due to any nismanagexent on the part of the BIA, the Solicitor will
have to evaluate the causes and recommend a legal course of action.

Please explain how the BIA's practice of 'poolihq".tho IIN accounts for

QUESTION: 4: - In the Subcommittee's first BIA Trust Fund hearing, vwe had heard investment purposes limits the exposurs of individual account holders.

from the Inspector General that there was $17 million “"unaccounted for." How

much is unaccounted for today? ¥here will the BIA come up with the funds to make all accounts whole?

¥ill the funds come tron Congress?
Vhy the difference? . N
- Do you see difficulties in getting funds back from account holders who

RESPONSB: A8 of today, only $1,21%9 is unaccounted for. The resolution of the were overpaid in the past? How will the BIA address this probdlem?

difference between the current $1,219 and the $17 million reported by the
Inspector General is due to auditing efforts of the Arthur Andersen Company.
Their auditors traced the unaccounted funds to differences in accounting data
mzintained by the separate automated dati‘éntty systens used by the Bureau.
These differences are accounted for on the basis of different dates of data
entry, different procedures for adding recent data entries to previous totals,
and the lack of proper interfaces among’ the various systems. Once the problenm
was identified, the Bureay engaged an outside ADP firwm (COMSIS) to develop the
interfaces needed and to install the software and hardware necessary to correct
the data entry prodlem.

RESPONSE: Our reconciliation, audit and certification plan provides for
notifying each account owner of the condition of the account at.each phase of
the process. If an account is out of balance, the account owner will bde -
alerted to this at the time statements are provided. -

Pooling inveatments enables the Bureau to obtain a higher rate of interest on
investments under normal rarket conditions than if each account were invested
separately. Most financial institutions that bid on funds the Bureau has
availadble for investment reguire substantial sums of money; only by pooling

R X accounts can the Bureau meet these requiresents.
QUESTION 5: In its May 1990 "Report on Compliance and Report on Internal

Controls,™ Arthur Andersen & Compeny makes 3 aumber of recommendations to
izprove the Trust Pund accounting system: - ¥ill BIA be ipplementing these
reconmendations? ) .

¥e currently plan to seek funds through the regular appropriations process to
make accouats whole when shortages are identified. Based on the time frames

- set ferth in our reconciliation, audit, and certification plan, we do not

- . . L. 0 anticipate any regquests will be possible before the FY 1992 budget sudmission.

(If s0) When will implementation be ‘complete? The Congress zust act on these requests for appropriated funds.

BESPCNSE: The reccmrendations referred to in the May 1990 Report issued by

Arthur Andersen & Company related to systea enhancenents are as follows: (1)

IRNS not completely operational at some locations, (2) duplications betveen

systems, an¢ (3) gtreamline vork-lloy. -

Ve believe there would de great difficulty in getting funds back from account
owners vho have Feen overpaid in the past. Rside from the legsl questions such
28 statute of ljimitations and making an individual pey for administras:ve
errors of a goyernment agency, the funds vill not be available to most account
ovners for repayment. Ve will address this issue on a case by case basis, dut
my current inclinatipn is to be lenient in writing off most of the repayments
that will be required due to overpayments., - -

The Integrated Records Hanagenent-Syitéﬁﬂans) is an automated system with
integrated data bases in land, lease,' ownership and  people. The IRKS has an
Individual Indian Monies (TIM) Indian income distribution and accounting godule
a3 output from the system. The system is not operational at all locations due
to a lack of salid data being lozded into the land, lease, and ownership ‘data
bases, We currently are working to ensure that all area offices are using the
system and entering valid data. - ) o '

QUESTION.7: _Di..arovn;foi baqgtzgé:;youg tilti-onf. you l&ate that BIA has
“found no cases of fraud, exbezzlement: or theft.” Yet,. the Inspector General
in his September 1989 Augit. Report attributed $2.6 aillion to “fraudulent

acts.” Can you explain the ditference detveen your statement and the I.G.

L. ' report?
The duplication between systems is being addressed through a series of short-

tern projects that we expect to be fully operational by November 1930. We have
been vorking on the enhancements to eliminate the duplicate system data entry
involved with our investment and Individual Indian Nonies systems. Both systen
enhancements are currently be;nq tested in Albuquerque.

RESPONSE: The Inspector General's: report discussed fraudulent acts of
employees of a financial institution. : ¥y statepent reflected the Arthur’
.Andersen and Company audit of the $17 ajllion. that was unaccounted for st the
tire of the I.G. audit. Arthur Andersen and Cospany concluded that no fracd,
embezzlement or theft caused. the funds to be unaccounted for.

The need for a more streanlined work flow will be one of the primary objectives
of the long-tern goal of developing the requirements for a nev Trust Punds
Kanagement System. That project is due to de initiated within the next few

veeks. It is currently being delayed pending a decision to negotiate with
HITRZ_Corporation.

N . v
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QUESTION 8: How much money was spent on the Security Pici!ic National Bank
contract?

¥ill there be any additional contract ternination charges?

In past hearings BIA expressed concern that ternination of the contract
would leave the U.S. Government exposed for baving broken the contract. How
can you be sure that Security Pacific will not sue the BIA now?

RESPONSE: $934,512 has been paid to the Security Pacific NMational Bank under
the terms of our contract with the Bank. Ve anticipate no contract termination
charges. Our past concern was premised on the fact that we had no legitimate
basis for termination of the contract. Once the Congress approved our plan for
reconciling, auditing and certifying the trust fund accounts, it was clear that
the contract with the Security Pacific National Bank would bave expired under
its own terms prior to our. having all accounts reconciled, audited, and
certified. Ve, therefore, notified the Bank that our option to renew for FY
1991 would not bde exercised. s

QUESTION 9: What tangible deliverables has BIA received from Security Pacific
that ve will be able to use in the future? .

RESPONSE: The contractor @idn't provide any tangidle deliverzbles which the
Bureau could use in the future. However, by implementing a extensive system

definitions and requirements analysis, the following tangible and long lasting
benefits were produced:

{1} The operational definitions of requiresents that aust be involved in
any future trust funds eanagement systen.

(3) Legal clarification through issuance of solicitor or GAO opinions
regarding operational requirements that impacted on the judiciary trust
responsibilities of the Bureau for modey held in trust.

These tangible deliverables should provide significant savings in time and

statf effort in the design, development, and implementation of a trust funds
mapagement systenm.

QUESTION 10: It is the Subcommittee’'s understanding’ that there has been sone
discussion about turning over some of the control of the trust funds dlta
Rapagenent to Ninerals Management Service.  How easily adaptable is the MMS
system to take on these Trust Fund accounts?

Do the computer experts in the Bureau of Indian Affairs believe that this
change will present few difficulties?

RESPONSE: The Minerals Management Service (HNS) has substantia) experience in
financial management systeas design, operations, and contracting and a number
of people vith financial, auditing, and ADP backgrounds to address the critical
problemns facing trust fund mansgement. It also has substantial current
experience in managing large systems desi¢n and operations contracts and in
operating large, complex accounting systems. It has taken financial systens
that performed poorly and designed and jmplemented new systeas that are a great
improvement. Use of this MM§ expertise should not be dismissed lightly as the
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developrent and implementation of a new trust funds management system will take
a cadre of professional ADP staff resources ‘currently not svailable within the
Bureau. The difficulties to be encountered will take the coebined efforts-of
available ADP resources within the Bureau and Department along with specialized
contracted resources. v

QUESTION 11. Please describe the circumstances under ‘which Ms. Arlene Brown
received her $5,000 monetary award?

RESPONSE: HMs. Brown was brought into the Bureau under a temporary

appointment. That appointment was extended and she was reappointed to another
position within the Bureau at a later date. As a temporary empldyee, she would
have been ineligible for the normal Personnel Recognition System award for -
outstanding performance. I understand the basis for the cash award was her
work vhich was judged to be outstanding on the prelinminary stages of the
Security Pacific National Bank contract. As a temporary employee, she had no
need for, nor did she have, performance standards. ‘They would have been
required had she been a permanent employee and eligible for other recognition
under Office of Personnel Management incentive awards procedures.

QUESTION.12: There is a long history associated with Congressional
Appropriations language and whether or not that language in those
Appropriations laws completely restricted the BIA from transferring ‘a1l
accounts to 2a third party. Can you explain how the Bureau initially
interpreted the Appropriations language back in 1987?

Has the Rppropriations language evolved over time.and changed from year to
year?

The language has become more restrictive with time. Do you believe that
that is a result of the confusion surrounding the initial language?

If there vas confusion, did BIA approach the Congressional authors of the
language to seek clarification? If not, why not? If so, what was the result
of those conversations?

Has the language in the Appropriations law éombined with this
Subcosmittee's oversight hearings on the matter and with discussions with the
Appropriations Compittee staff nade it clear about the transfer of funds?

RESPONSE: The Bureau initially interpreted the language in the ry 1988
Appropriations Act to require elph account to be reconciled before it was

turned over to a third party.

The language in the FY 1988 and FY 1989 Appropriation Acts vas identical except
tor the insertion of the article "a” before the vord “tribal.” In the rY 1990
Appropriations Act some language was added, some vas dropped. The article "a"
vhich was added in FY 1989 is shown in quotation marks, words underscored in
the following text show vhat was added in rY 1990, and the words in brackets
show vhat was dropped {n FY 1990.

Provided further, That ncme of the funds in this Act shall
be used by the Bureau of Indisn Affairs to transter funds
under a contract with any third party for the Banageaent of
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ividual Indian trust funds until the funds held .
::i::is:r!i:dnuch "a” tribe or individual have been audited and
reconciled to the earliest possible date, the results of such

conciliation have been certified by an independent art
43 the most complete reconciliation of such funds poss ble, .
and the tribe or individual has been provided with an accounting
of such funds{, and the appropriate Committees of the Congress
and the tribes bave been consulted with as to the terns of the
proposed contract or agreement):

Ve do nct believe the differences in language are the result of confusion. The
word “all" is adsent in the Appropriations Acts for the three years. Our ird
interpretation of the language to permit accounts to be turned over t;9;~th1r
party did not change as the language changed between FY 1988 and FY 1 .

: wplished. hearing tovards
QUESTION 13: vhat has the BIA accomplished.since our last
meeting the concerns of this committee and the Appropriations committee?

RESPONSE: Attached is a coby of‘the qu;fterly report as requested in @be July
23, 1990 letter from Nr. Tates and Mr. Regula approving the reprogramming
request to establish the Office of Trust Funds Management.

QUESTION 14: Are you maintaining a ginloﬁuevvéth-éhe Appropriations Committee
to ensure that there are no aisunderstandings in the future?

RESPONSE: Xy staff has met with Appropriations Conmittee staff on a regu}ar
basis to keep them informed on the progress ard problems we are encognter:ng
during the implementation of the approved plan. 'Thg General Accounting Office
has assigned a Program Analyst to work with the Office of Trust Funds
Xanagement on this project. . . .

QUESTION 13: Vhat is the process ‘by: which BIA-will be reconciling and auditing
the accounts?

Vhen will you go out with Requests for Propysa%l for the reconciling and
auditing efforts and when will those efforts begin in earnest?

. R . .
Have you enlisted the support of third parties to ensure ghut the "
reconciliation and auditing efforts are properly designed and 1mp1emen§e ?

RESPONSE: First, ve intend to reconcile and audif.tbe accounts to the
"etrliest possible date" as we have been required to do by the Appropriations
Act since FY 1987. Ve will accomplish this in two stages:

During Phase I ve vill take.ths. topi37, Trihal trust. funds sccounts (includes
87% of the total Tribal funds) ‘and, the Individual.Indian Monies accounts at
three, selected Agency locations. (covers 15%.of the >I¥ funds) and complete both
the reconciliation and awdit work,for:the accounts selected.. . At the completion
of the work, the firms that nEcenpliahed the tnsksvwill~b¢-rcqu1ted.to prepare
a veport, based upon their experience gained during the reconciliation and .
audit of the accounts in Phase:I,.that. wild project.vhat resources (1‘.0..-.umei
funds, equipnent, etc.) will be equired. to: 2ccomplish the work for the rest o
the Tribal and IIM accounts,. Tho;ngrylne!@;hughnn decide .upon the approach to
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be taken, based upon the input from the firms, the availability of the records,
and the inventory of when the accounts were created that pust be addressed in
Phase II. Phase I is expected to be completed by September 30, 1993.

Our Phase II will address the reconciliatien and audit of the Tridal and IIM
accounts not covered in Phase I and will be based upen the plan ‘approvad by the
Bureau after consultation with Tribal representatives, the GRO, the
Appropriations Committees, the OMB, and the Department of the Interior. These
sage groups have been involved vith the development of this plan of-action for
Phase I, and they will be briefed on the progress of the Bureau in . .
accomplishing these tasks. Ve plan to meet with the Appropriations Comzittees
sometine during October to discuss the final versions of the Requests for
Proposals for both the reconciliation and the audit projects. After these
meotings, if the plans are satisfactory, we intend to advertise the RPPs within
the following two week period.. ' Ve hope -to avard the .contracts by nid-January
1991 which will allow field worx to begin as early as late January.

R . oy, Wlage e . . T [
QUESTION 16: When can we hope to have all accounts reconciled and audited? -

RESPONSE: 'This depends on the Repor ,and final decision of. the Bureau, -again
after consultation with reprosentatives of  the affected Tribes, the Congress,
the OMB, the GAO, the Interior Departrent's Inspector General, and Departmental
and Bureau managers to decide the best course of action. At the present time,
ve are estimating that all the accounts will be reconciled and sudited by late
FY 1996. We believe this is a reasonable estimate based upon the large nuzder
of accounts (300,000 1IN and. 2,000 Tribal accounts), the uncertainty about the
gatkering of records back to the “earliest possidle date,” apd the age.of the
current accounts (i.s., how many accounts vere opened how.many years ago --
some of the Tribal accounts date back to. the 1800s, and many II¥ accounts date
to the early 1920s or earlier). These factors are all going to Influence the
outcoze of our plan for Phase II.
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