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The Honorable Patricia Roberts Harris 
The Secretary of Health and Human 

Services 

Dear Mrs. Harris: 

Subject: fipproval of the Social Security Administration 
Administrative Accounting Syste (FGPISD-80-95) 3 

It is my pleasure t o  approve the design of the Social Security 
Administration's Administrative Accounting System as you requested 
on September 25, 1980. The design is adequate and in conformity 
with your approved accounting principles and standards. 

I 
The Administrative Accounting System has been designated by 

the Administration as  encompassing accounting processes of the 
financial accounting system, c o s t  analysis system and property 
and supply systems. It does not  include any of the processes 
relating to payment of benefits under the Administration's 
programs for retirement and survivors insurance, disability 
insurance, supplemental security income, and black lung. These 
have been designated for separate and subsequent review and 
approval. 

In evaluating the s y s t e m  design, we looked at the automatic 
data processing aspects primarily to determine their adequacy as 
to internal controls, audit trails, data integrity and consistency 
with the accounting specifications. 

The Administrative Accounting System does not provide data on 
the full cost of operations for use in controlling resources. As 
an alternative, operations of the Administration are managed using 
(I> extensive work measurement techniques, (2) assignment of 
operating expenses to work units, and ( 3 )  cost analysis. We feel 
that these techniques are acceptable for use in lieu of reporting 
on the full cost of operations. 

The Administrative Accounting System includes what has been 
termed by the Administration a C o s t  A n a l y s i s  System. In practice 
it analyzes primarily obligztrori data rather than cost data. We 
find analysis of obligation data an acceptable bas i s  for  the 
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, purposes which it  se rves .  
such ana lyses  are used p r i m a r i l y  f o r  de te rmining  t h e  amount t o  be 
provided by each of t h e  t r u s t  funds and gene ra l  funds t o  t h e i r  
comvon expense l i m i t a t i o n  a u t h o r i z a t i o n  and f o r  budgetary  purposes.  
P e r i o d i c a l l y  the Adminis t ra t ion  needs  data on t h e  cost  of p rov id ing  
r e i ~ S u r s a b l e  s e r v i c e s .  Ob l iga t ion  d a t a  used i n  t h e  normal a n a l y s i s  
func t ion  w i l l  be adjusted to b r i n g  i t  i n  l i n e  with t h e  a c t u a l  cost 
of providing t h e  s e r v i c e s .  

Ra the r  t h a n  f o r  management of o p e r a t i o n s ,  

To main ta in  t h e  approved s t a t u s  of t h e  des ign ,  planned changes 
should be d i scussed  wi th  our  r e p r e s e n t a t i v e s  and, i f  deemed s i g n i f -  
i c a n t ,  submit ted formal ly  f o r  approval .  

We sugges t  that t h e  Department of  Heal th  and Human S e r v i c e s '  
i n t e r n a l  a u d i t o r s  p e r i o d i c a l l y  r e v i e w  the  system i n  o p e r a t i o n  to 
assu re  t h a t  it is  implezented i n  accordance with t h e  approved 
design.  P a r t i c u l a r  a u d i t  a t t e n t i o n  should be g iven  t o  a s s u r i n g  
t h a t  c o s t  a n a l y s i s  methods used i n  o p e r a t i o n  t o  de te rmine  t h e  cos t  
of re imbursable  s e r v i c e s  i s  adequate  and reasonable .  A t  some 
f u t u r e  d a t e  w e  w i l l  examine s e l e c t e d  a s p e c t s  of t h e  system and 
advise  you a s  t o  whether it i s  func t ion ing  e f f e c t i v e l y  and i n  
accordance wi th  t h i s  approval.  

Messrs. Richard Cain and Kenneth Wease of t h e  S o c i a l  S e c u r i t y  
Adminis t ra t ian  c c n t r i b u t e d  a g r e a t  d e a l  dur ing  t h i s  p r o j e c t  t o  
improving a c c o u n t a b i l i t y  iq t h e  system. Xessrs. Guy Linza  and 
Joseph Hr iba r  of t h e  Of f i ce  of t h e  S e c r e t a r y  provided v a l u a b l e  
a s s i s t a n c e  by c l o s e l y  monitor ing t h e  progress  of t h e  p r o j e c t  and 
seei.ng that i s s u e s  were p r o a p t l y  r e so lved ,  The p r o j e c t  could  
not  have been s u c c e s s f u l l y  completed wi thout  t h e i r  f u l l  c o o p e r a t i o n  
and w i l l i n g  s p i r i t .  We apprec ia t ed  t h e  a s s o c i a t i o n  wi th  them and 
t h e  h o s p i t a l i t y  extended du r ing  our  review. We ROW look forward 
t o  t h e  Adminis t ra t ion ' s  program b e n e f i t  payment r e l a t e d  systems 
being  submit ted and approved soon. 

. .  
S i n c e r e l y  yours, 

Comptrol ler  General  
of t h e  United S t a t e s  

bc: >!r. Scant lebury - (FC153) 
>ir. Simoriette - CFG:.~SD/SIO) 
Plr. Donlon - (FG:'SD/FPi) 
kr. PewanTck - (FG::SD/Fi.I) 
I.:r. ; 'earns - ( FG:.:SD/FK) 
1.ir. Filler - (FGESD/FM) 
Ifr. Benoit - (FG:.!SD/FFI) 
Index and F i l e s  

M r .  Lowe, In spec to r  General - HHS 
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