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The attached final report provides you with the results of our 

audit of the Agency for Toxic Substances and Disease Registry 

(ATSDR) Superfund financial activities for Fiscal Year 

(FY) 1992. Our audit was conducted pursuant to the 

Comprehensive Environmental Response, Compensation, and 

Liability Act of 1980, as amended. This act requires the 

Inspector General of each Federal organization with Superfund 

responsibilities, to conduct audits of all payments, 

obligations, reimbursements, or other uses of the Superfund. 

Through interagency agreements with the Environmental 

Protection Agency, ATSDR obligated $56.2 million and disbursed 

$54.8 million in Superfund resources during FY 1992. 


Our audit disclosed that ATSDR generally administered the fund 

according to Superfund legislation. However, we determined 

that the Centers for Disease Control and Prevention (CDC), 

which provides administrative services to ATSDR, and ATSDR did 

not have procedures in place to ensure that all Superfund 

grantees had obtained independent audits. As a result, CDC 

and ATSDR were not aware whether audit requirements were being 

met. Further, they were not aware whether some grantees who 

did not submit the required audit reports should have been 

sanctioned. Regarding recommendations in our prior audit 

report that covered activities for FY 1991, ATSDR implemented, 

or is in the process of implementing, all of the necessary 

recommendations. 


We are recommending that the Public Health Service (PHS) 

direct CDC and ATSDR to: (1) establish procedures to ensure 

that all Superfund grantees submit audit reports; (2) sanction 

grantees who are unwilling to have a proper audit conducted; 

and (3) require the 16 grantees identified in this report to 

obtain the necessary audits. 


In its written response, the PHS agreed to ask CDC to ensure 

that audit reports are submitted for Superfund grantees. The 

PHS also agreed to take appropriate action should any grantee 

refuse to submit a required audit report. Further, PHS has 

arranged for the 1G audits which were not complete at the time 

of our audit to be completed. 
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We would appreciate being advised within GO days on the status 

of corrective actions taken or planned on each recommendation. 

Should you wish to discuss the issues raised by our review and 

recommendations, please call me or have your staff contact 

Michael R. Hill, Assistant Inspector General for Public Health 

Service Audits, at (301) 443-3582. Please refer to the Common 

Identification Number A-04-93-04518 in all correspondence 

relating to this report. 
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EXl3xJTIvE SunrnAI~Y 

This report provides the results of our audit of the Agency for 

Toxic Substances and Disease Registry (ATSDR)* Superfund financial 

activities for Fiscal Year (FY) 1992. We conducted our audit to 

comply with provisions of the Comprehensive Environmental 

Response, Compensation, and Liability Act of 1980 (Act). The Act 

requires the Inspector General of a Federal organization with 

Superfund responsibilities to audit all uses of the Superfund. 


The ATSDR receives funds through interagency agreements (IAG) 

with the Environmental Protection Agency (EPA) to carry out 

health related and other functions mandated by Superfund 

legislation. During the period October 1, 1991 through September 

30, 1992, the ATSDR's obligations of. Superfund resources totaled 

about $56.2 million and disbursements totaled about 

$54.8 million. 


Our audit disclosed that ATSDR generally administered the fund 

according to Superfund legislation. However, we determined that 

the Centers for Disease Control and Prevention (CDC), which 

provides administrative services to ATSDR, and ATSDR did not have 

procedures in place to ensure that all Superfund grantees had 

obtained independent audits. As a result, CDC and ATSDR were not 

aware whether audit requirements were being met. Further, they 

were not aware whether some grantees who did not submit the 

required audit reports should have been sanctioned. Regarding 

recommendations in our prior audit report that covered activities 

for FY 1991, ATSDR implemented, or is in the process of 

implementing, all of the necessary recommendations. 


We are recommending that the Public Health Service (PHS) direct 

CDC and ATSDR to: (1) establish procedures to ensure that all 

Superfund grantees submit audit reports; (2) sanction grantees 

who are unwilling to have a proper audit conducted; and 

(3) require the 16 grantees identified in this report to obtain 

the necessary audits. 


In its written response, PHS agreed that procedures should be 

established to ensure that the appropriate audit reports are 

submitted by all of the Department of Health and Human Services 

(HHS) grantees. However, PHS believes that such procedures 

should be at a central control point within the Federal 

Government. If that is not possible, it believes that this 

responsibility should be at the Office of the Secretary level. 


Although the PHS does not believe it is responsible for ensuring 

that audit reports are received for all PHS grantees, it did 

agree to ask CDC to ensure that audit reports are submitted for 
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Superfund grantees. The PHS also agreed to take appropriate 

. 
 action should any grantee refuse to submit a required audit 


report. 
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I. 

BACKGROUND 
. 

The ATSDR, located in Atlanta, Georgia, was formally organized in 

June 1985, as a separate agency of PHS. However, the CDC 

performs accounting and administrative functions for ATSDR. The 

CDC is also an agency of PHS within HHS. 


The Act mandated the establishment of the Hazardous Substance 

Response Fund, which is commonly known as Superfund. The Act was 

extended and amended by the Superfund Amendments and 

Reauthorization Act of 1986 (SARA). The Superfund is a trust 

fund managed by the EPA. The fund i-sused to respond to 

emergency environmental conditions, which are hazardous to 

health, and to pay for the removal of toxic substances. 


The ATSDR receives funding from EPA to carry out functions 

mandated by the Act. In carrying out its Superfund 

responsibilities, ATSDR conducts health assessments, health 

consultations, pilot health-effects studies, and health 

surveillance programs. In addition, ATSDR produces toxicological 

profiles and a listing of areas closed to the public. They also 

maintain a national registry of serious diseases, illnesses, and 

persons exposed to toxic substances: 


Funds are obligated by ATSDR when it agrees to fund activities 

related to the Act. Funds are disbursed by ATSDR after the 

activities have been completed. During the period 

October 1, 1991 through September 30, 1992, ATSDR obligated abl?*.?. 

$56.2 million and disbursed about $54.8 million in Superfund 

resources. Of the $54.8 million of disbursements, about 

$28.6 million were from FY 1992 funds and about $26.2 million 

were from prior years' funds. 


The ATSDR prepared Superfund financial statements for FY 1992. 

These financial statements are included as the Appendix A to this 

report. 


OBJECTIVES, SCOPE AND METHODOLOGY 

The objectives of our audit were to determine: 


-	 the allowability, allocability, and reasonableness of 

costs claimed under ATSDR's agreement with EPA; 


-	 whether ATSDR charged overhead in compliance with 

section 601 of the Economy Act of 1932 and Comptroller 

General Decisions (Comp. Gen.) 56 Comp. Gen. 275 (1977) 

and 57 Comp. Gen. 674 (1978)); 


-	 whether ATSDR was able to accurately record costs on a 

site-specific basis; and 


1 




-	 whether ATSDR submitted the minority business utilization 

report timely and whether the report was supported by 

relevant documentation. 


The audit was conducted to comply with section Ill(k) of the Act, 

as amended by SARA. We performed the audit in accordance with 

IAG DW75935900-01-0 between EPA's Office of Inspector General 

(OIG) and HHS' OIG. As part of the audit, we followed up on the 

recommendations contained in the prior audit to determine if CDC 

and ATSDR had taken corrective action. The prior audit, issued 

August 20, 1993, was conducted by KPMG Peat Marwick, Certified 

Public Accountants (KPMG), under contract with HHS' OIG (Common 

Identification Number (CIN): A-15-92-00010). 


The CDC provided a financial transactions listing of Superfund 

obligations and disbursements for the period October 1, 1991 

through September 30, 1992. From this listing, we reviewed a 

random stratified sample of 200 items. The first strata 

consisted of 50 personnel disbursement transactions totaling 

$61,604. The second strata consisted of 150 nongrant 

disbursement transactions totaling $524,115 (this amount also 

included negative amounts which were adjustments to the 

accounts). In addition, we reviewed a judgmental sample of 25 

unliquidated obligation transactions totaling $767,207. 


We compared the information presented in the financial 

statements, which were prepared by ATSDR, to the information 

provided by CDC in the transactions listing. We reviewed thi, 

information as a basis for responding to the objectives of the 

audit. These objectives did not include auditing the financial 

statements for the purpose of expressing an opinion on them. 

Therefore, we do not express an opinion on the fairness of the 

financial statements taken as a whole. 


During FY 1992, ATSDR obligated $16,972,306 for 99 cooperative 

agreements and grants. We verified these obligations to the 

award documents. The scope of our audit did not include auditing 

disbursements by the recipients. The awards over $25,000 were 

subject to independent audits under Office of Management and 

Budget (OMB) Circular A-133 or A-128. 


We determined whether ATSDR had obtained and used information 

from grantee audit reports. To do this, we contacted HHS' OIG, 

Office of Audit Services' National External Audit Review Center 

(NEARC) to determine whether FY 1991 grantees had submitted 

current audit reports in accordance with 45 Code of Federal 

Regulations (CFR) 74.62. The basis for determining whether a 

current audit had been submitted was the recipient's project 

period start date. According to OMB Circular A-133, a recipient 

has 2 years after costs are incurred to have an audit completed. 

Therefore, we determined whether a recipient had submitted an 

audit within 2 years of the end of the first year of the project. 
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We rev iewed ATSDR's system to record costs on a si te-specific 

basis, and analyzed the basis for recording costs. 


We performed general tests of compliance with laws and 

regulations, such as those covering cost prin*ciples. In 

addition, we tested ATSDR's compliance with provisions of the 

following laws: (1) section 601 of the Economy Act of 1932 and 

amendments thereto IAG; (2) the Comptroller General Decisions 56 

Comp. Gen. 275 (1977) and 57 Comp. Gen. 674 (1978) (inclusion of 

overhead in IAGs); (3) section 104(i) of the Act, (Functional 

Requirements of the Agency); and (4) section 105(f) of the Act 

(minority business utilization). 


As part of our audit, we evaluated ATSDR's system of internal 

controls to the extent necessary to accomplish the objective of 

the audit. However, our audit did not include a comprehensive 

evaluation necessary to express an opinion on the system of 

internal controls taken as a whole." For the purposes of this 

audit, we classified significant internal controls into eight 

categories: 


- Funding Authority 

- Personnel Compensation and Benefits 

- Payroll and Timekeeping 

- Travel 

- Other Contractual Services 

- Grants, Subsidies, and Contributions 

- Equipment 

- Reporting 


Our evaluation of internal controls included all of the 

categories noted above except Personnel Compensation and 

Benefits. 


We conducted our audit in accordance with generally accepted 

government auditing standards applicable to financial-related 

audits. Our review was performed at ATSDR and CDC in Atlanta, 

Georgia, during the period June through August 1993. We 

performed additional work in the Atlanta Regional Office during 

the period September through October 1993. 


The PHS provided a written response to our report dated May 31, 

1994. The PHS' comments are summarized after the finding. The 

entire text of the comments is included as an Appendix B to this 

report. 


REXJLTS OF AUDIT 

Our audit showed that ATSDR: 


- generally incurred Superfund obligations and made 

disbursements for allowable, allocable, and reasonable 

costs; however, it did not have procedures to ensure that 

grantees comply with audit requirements; 




-	 was in compliance with the Economy Act with regard to 

charging overhead; 


-	 had an adequate automated system in place for recording 

costs on a site-specific basis; and 


-	 submitted, in a timely manner, a minority business 

utilization report which was supported by relevant 

documentation. 


In addition to reporting the results of our audit by objective, 

we have included compliance and internal control sections as 

required by generally accepted government accounting standards. 


Our follow-up on the recommendations contained in the prior audit 

showed that ATSDR had taken or started all necessary actions to 

implement all recommendations in the prior report. 


Allowability of Costs 

The Superfund transactions included in our review for the period 

October 1, 1991 through September 30, 1992, relate to FY 1985 

through FY 1992 funds. The financial transactions were generally 

properly and accurately recorded. Supporting documentation 

showed that obligations were incurred and disbursements were made 

for valid Superfund activities. We found no indication of 

payments or other uses of the Superfund monies, other than those 

shown in ATSDR's records as obligations and disbursements. 


Our review of grant costs focused on a review of grantee audit 

reports. Our audit showed that CDC and ATSDR did not have 

adequate procedures to ensure that all Superfund grantees had 

obtained independent audits. See the finding entitled, "Grantee 

Audits", on page 6 of this report. 


Overhead 

Our review showed that ATSDR was in compliance with the Economy 

Act provision for charging overhead. In this regard, CDC charges 

a fee of $4,873,540 for the administrative support services it 

provides to ATSDR. These fees are part of ATSDR's costs that are 

passed on to the Superfund. 


Costs Recorded on a Site-Specific Ihsis 

We concluded that ATSDR had an automated system in place for 

recording costs on a site-specific basis. Based on our review, 

this system appeared adequate. 




Minority Business Utilization Report 

The minority business utilization report is required annually by 

EPA. The report should list contracts with miinority businesses. 

Our review showed that ATSDR entered into two contracts with 

minority businesses which were accurately reflected on the 

report. The ATSDR submitted the report in a timely manner. 


Compliance 

Compliance with laws, regulations, contracts, grants, and IAGs 

applicable to ATSDR is the responsibility of ATSDR's management. 

With respect to the items tested, ATSDR complied--except as 

described in the "Results of Audit" section of this report--in 

all material respects, with the provisions of applicable laws and 

regulations. With respect to items not tested, nothing came to 

our attention, which caused us to believe ATSDR had not complied, 

in all material respects, with those provisions. 


Internal Controls 

The ATSDR is responsible for establishing and maintaining 

internal control systems used in administering Superfund 

programs. In fulfilling that responsibility, estimates and 

judgments by management are required to assess the expected 

benefits and related costs of control procedures. The objective 

of internal control systems is to provide management with 

reasonable, but not absolute, assurance that resource use is 

consistent with laws, regulations, and policies; resources are 

safeguarded against waste, loss, and misuse; and reliable data 

are obtained, maintained, and fairly disclosed in reports. 


Because of inherent limitations in any system of internal 

accounting controls, errors or irregularities may occur and not 

be detected. Also, projection of any evaluation of the systems 

to future periods is subject to the risk that procedures may 

become inadequate because of changes in conditions or the degree 

of compliance with the procedures may deteriorate. 


Although our audit did not disclose material irregularities, we 

noted certain matters involving the internal control structure 

and its operations that we consider reportable conditions based 

on reporting requirements of generally accepted government 

auditing standards. 


Reportable conditions involve matters coming to our attention 

relating to significant deficiencies in the design or operation 

of the internal control structure which, in our judgment, could 

adversely affect the organization's ability to record, process, 

summarize, and report financial data consistent with the 

assertions of management in the financial reports. 




Finding and Recommendations--Grantee Audits 

Our review showed that CDC and ATSDR were not ensuring that 

grantees comply with the requirement to havecaudits conducted in 

accordance with Title 45 CFR, Part 74.62. This regulation 

defines the audit requirements for nonfederal audits for 

recipients and establishes that audit reports should be sent to 

NEARC. It also provides that Government recipients shall comply 

with OMB Circular A-128 and nongovernment recipients shall comply 

with OMB Circular A-133. These Circulars require recipients 

receiving $25,000 or more a year in Federal financial assistance 

to obtain an audit. 


Adequate procedures were not in place to ensure that required 

audits for Superfund recipients were being performed. As a 

result, CDC and ATSDR were not aware if audit requirements were 

being met. Further, they were not aware whether sanctions needed 

to be taken against recipients who had not submitted audit 

reports. Without obtaining and reviewing information contained 

in these reports, CDC and ATSDR had no assurance that accounting 

system weaknesses and the charging of unallowable costs which may 

have existed were being detected and corrected. 


According to CDC policy, each grantee receives a copy of the PHS 

Grants Policy Statement at the time of award. The PHS Grants 

Policy Statement, Audit Section, page 8-24, states that: 


II 
. . . 45 CFR Part 74, Subpart H.--require recipients to 

comply with OMB requirements for audits conducted by, 
or at the discretion of, the recipient. The OMB 
requirements explain the scope, frequency, and other 
aspects of the audit." 

The Superfund award documents used by ATSDR contained a general 

reference that the provisions of both 45 CFR 74 and the PHS 

Grants Policy Statement were applicable to the award. 


The CDC grants management personnel believe their notification 

procedure is adequate. Further, they believe it is not their 

responsibility to ensure that audits are conducted and that audit 

reports are submitted to NEARC. 


However, section 101.3(a) of the PHS Grants Administration Manual 

states the grants management officer (GMO): 


11 
. . . has overall responsibility for monitoring the 

grants process to ensure that all required business 
management actions are performed by the grantee and the 
Government in a timely manner, both prior to and after 
award...." 

G 




-- 

-- 

-- 

In addition, section 101.3(p)(l) states: 


"GMO's shall serve as the receipt point, or obtain 

assurances of receipt, for performance reports, 

financial status reports, and most other reports 

required by the terms and conditions of the grant, and 

shall ensure that such reports are properly 

processed...." 


Therefore, the GM0 is responsible for obtaining assurance that 

audits are performed and the reports provided to the appropri<iif: 

officials. 


The CDC made some efforts to ensure recipients were aware of 

their responsibilities to have audits conducted. However, the 

required audits were not always performed and submitted to NEAHC. 

The ATSDR entered into cooperative agreements with, or awarded 

grants to, 56 recipients in FY 1991. Of the 56 recipients, 47 

were required to obtain audits and submitaudit reports to NEARC 

in accordance with OMB Circular A-128 or A-133. The NEARC had 

not received audit reports from 8 of these 47 organizations. A,? 

additional eight organizations had not submitted a current audit 

to NEARC. In addition, neither CDC.nor ATSDR were aware thlt 

these recipients had not submitted audit reports to NEARC. 

Section 8 of the attachment to OMB Circular A-133 includes -i!ri: 

additional requirement for institutions of higher educatioli ;ril(‘l 

other nonprofit institutions for audits of FYs starting on II' 

after January 1, 1990: 


"In cases of continued inability or unwillingness to 

have a proper audit in accordance with the Circular, 

Federal agencies must consider appropriate sanctions 

including: 


withholding a percentage of awards until the audit is 

completed satisfactorily; 


withholding or disallowing overhead costs; or 


suspending Federal awards until the audit is made.!' 


Section 17 of OMB Circular A-128 includes similar requirements 

regarding sanctions for State and local governments. 


Knowing which grantees have not submitted audit reports would 

provide the grants management personnel with information needed 

to take follow-up actions and initiate sanctions, when needed. 




RI3COMMENDATIONS 


The ATSDR is notifying grantees by a general reference to the CFR 

that audits are required. This procedure does not appear to be 

effective since 16 of the 47 grantees who were required to submit 

audits had not submitted a current audit report. In addition, 

under the current procedures, CDC and ATSDR would not be aware of 

those grantees who had not submitted audit reports and therefore, 

could not take the appropriate sanctions. We recommend that PHS 

direct CDC and ATSDR to: 


-	 establish procedures to ensure that all Superfund 

grantees submit audit reports; 


-	 sanction grantees who are unwilling to have a proper 

audit conducted; and 


-	 take immediate action to have all required audits 

performed, including the 16 grantees for which the NEARC 

did not receive audit reports. 


PHS COMMENTS 

In its written response, PHS agreed that procedures should be 

established to ensure that the appropriate audit reports are 

submitted by all of HHS' grantees. However, PHS believes that 

such procedures should be at a central control point within the 

Federal Government. If that is not 'possible, it believes that 

this responsibility should be at the Office of the Secretary 

level. 


The PHS stated that they have discussed this issue with the OIG, 

the Office of the Assistant Secretary for Management and Budget 

and OMB. Its response states, 


"Staff in OASMB and OMB have indicated that the Single 

Audit Clearinghouse operated by the Bureau of the 

Census will be given the responsibility for 

following-up to ensure that single audit reports are 

submitted by recipients required to have single audits 

conducted. Until this occurs, we believe there should 

be a single control point within the Office of the 

Secretary which would be responsible for ensuring that 

all HHS grantees submit the required audit reports." 


Although the PHS does not believe it is responsible for ensuring 

that audit reports are received for all PHS grantees, it did 

agree to ask CDC to ensure that audit reports are submitted for 

Superfund grantees. The PHS also agreed to take appropriate 

action should any grantee refuse to subm it a requ ired audit 

report. 
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The PHS also stated that the 16 reports which had not been 

submitted at the time of 'our audit have now been completed. Of 


. the 16, 14 were State entities and all 14 of these have submitted 

their reports to NEARC. The ATSDR has obtained copies of the 

remaining two reports which were for nonprofit organizations. 

The ATSDR will forward these reports to NEARC. 


FOLLOW-UP OF PRIOR REVIEW 

Our follow-up on the recommendations contained in our prior audit 

(CIN A-15-92-00010 issued on August 6, 1993) showed that ATSDR 

had taken or started all necessary actions to implement 

recommendations in the prior report. 


Grant Recipient Cash Draw Downs 

In the previous audit, KPMG reported that grant recipients had 

excessive cash draw downs. The KPMG recommended that CDC develop 

and implement policies and procedures necessary to comply with 

Federal regulations regarding cash advances to grantees. These 

regulations require CDC to have internal operating procedures 

which monitor recipient's cash draw downs. 


The PHS did not concur with this recommendation. The PHS stated 

that the HHS Division of Payment Management (DPM) is responsible 

for controlling the Federal funds in the hands of recipients as 

stated in the HHS Accounting Manual. 


We believe that CDC has the responsibility to ensure that 

grantees have adequate systems in place to manage cash draw 

downs; however, we believe that it is DPM's responsibility to 

actually monitor cash drawn downs. No further action is required 

by CDC at this time. 


Payroll Errors 

In the previous audit, KPMG recommended that ATSDR personnel 

perform the supervisory procedures which have been developed to 

ensure credit hours are properly recorded and approved. Also, 

personnel should comply with the procedures in place relative to 

reviewing the time records for accuracy and completeness. 


The PHS concurred with the need to comply with established 

procedures and stated they would issue a reminder to all 

supervisors concerning their responsibilities. 


In our current review, we found this issue had recently been 

discussed at several of ATSDR’s supervisory staff meetings. In 

our current payroll review, lxe identified no credit hour 

timekeeping errors. 
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Recording of Accruals 

In the previous audit, KPMG recommended that the management Of 
CDC develop procedures to record expenses when incurred as stated 
in the HHS Accounting Manual, section 3-60-10, Timing of the 
Recognition of Accruals. They also recommended that these 
procedures be discussed with the personnel responsible for 
accounting for and recording these expense transactions. 

The PHS concurred with the need to accrue items upon receipt. In 

addition, PHS advised us that CDC is updating its automated 

receiving system to automatically record an accrual upon receipt. 


We discussed this with CDC management and learned the update to 
the accounting system was part of a project entitled Management 
of Materials and Supplies. They estimate this project will be 
completed in approximately 3 years. Furthermore, CDC anticipates 
as portions of the project are completed, they will be available 
for use before the end of the 3 years. However, as this project 
is in the planning stages, no details were available concerning 
when the portion of the system addressing the recording of 
accruals would be on line. We will continue to follow up on this 
recommendation until corrective action is completed. 

***************** 

We would appreciate being advised within 60 days on the status of 

corrective actions taken or planned on each recommendation. 

Should you wish to discuss the issues raised by our review and 

recommendations, please call me or have your staff contact 

Michael R. Hill, Assistant Inspector General for Public Health 

Service Audits at (301) 443-3582. Please refer to 

CIN A-04-93-04518 in all correspondence relating to this report. 
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[1 FECAL YEAR 1992. 

FUVANClAf. STATEME/VTS. AND NOTES 

UNAUDITED 




Depatlmcnt 01 Iiealth’ and Ir’l&sn S&vlcesIPublic Health Scrvke 
Agency for Toxic Substmnces and DiseaseRcglslry 
STATEMENT OF FINANCIAL POSITION 

AS OF SEPTEMBER 30, 1992 
(ln MillioM) 

ASSETS 
Flnanclal Resources 

Fund batanczs with Trcas~ (Note2) 
IdlXgOVtmraen W item, F&ml 

, 
Total Flnnndd Rcsotu-ccs 

Non-Financbl Resources: 
Prupu-ty,pliat and equfpment, Nd (Note 3) 
Other Trust Fund Authority, Net (Note4) 
Total Non-Financial Resources 

Total Assets 

LIABILITIES 
Funded LtabWtles 

Int.ragotcntmentalLiabilitia 
Aammb payable, Fed&. 

Acaucd payroll and benefits 

Unfunded Uabilitls 
Ad lmfundcdaNlu8l brc 

Total LlabiMes 

NET POSITION 
hod balances: 

Trust Fund BaJancu (Note 5-l 

Net POSifjon 

Total Llabilitles and Net PosStlon 

I 

! 
1992 ’ 

$.8 ! 

f ’ 
$ 9 

c 	 3 
1 

UNAUDITED 




Department of Healtri and ‘Muman S&vkcsWublk Health Scrvkc 
Agency For TOXICSubstances Aad Disease RtgLstq 

STATEMENT’ OF OPERATIONS AND CHANGES IN NET POSITION 
AS OF SEPTEMBER 

(In Mllllons) 

. REVENUES AND FINANCING SOURCES 
Appropriation Expensed 

. Total Revenue and Flnaocinp Sources 

EXPENSES 
Program or Operating Expenses (Note 6) 

Total Expem 

Excess of Revenues and Financing Sources 
Over Total Expenses Before Adjustments 

PIUS: Unfunded Expenses 

Excess of Revenues and Fmancing Sources 
Over Total Expenses 

Net Posittin, Ending Balance 

. 

SO.1992 . 

1992 

$54 

ut 

$54 

u4 

so . 

1 

u 

)Q 

UNAUDITED 


I 



Department of Hcallh gnd IFurnm Smkes/Publk Health Scrvkc 
Agency For Toxk SubstPnccr and Dtscase Rcglstv 

STATEMENT OF CASH FLOWS 
SQR THE PERIOD ENDED SEPTElrfBER 3O,t992 

(ln Millionl) 

CASH FLOWS FROMOPERATINGACTlVlTIES 
Excess d Re~enucs ml Finnncfry !Sourcu 
over Total ExpeMes 

AclJustmeots affecting Cash Flow: 
, 	 Approprirtions Expmstd 

D-ease (Incrtase) in Accounts RccJvablc 
kmse (dmmst) In Accounk Payable 
Total Adjustmcnb 

Net cash Provided by Operating Actititier 

CASH FLOWS FROM INVE3TING ACTIVITIES 
Purchas of Property, plan! and Eq\Jpmca( 

Net Gsh Provided (‘Us4 by Non-Operating Activities 

CASH FLOWS FROM FINANCING ACTIVITIES 

Appropriations (Ctm-entWarrants) 

Net Approptiations 

Nd Cash Provided (Used) by operatin& 
N~~-opernfhgand ?ina.ncing Actiriti~ 

Fund Balanas With Treasury, Cash, and Foteign Cunmcy, Begi* 

UNAUDITED 


1992 

t 

s4 
3 

& : 

- s2 

1 	 i 
I 

-l I 

$44 i 

u4 

$44’ 

-7 



Department of tiulth’rnd f&an Se&s/hblk Itulth Senkc 
Agency for TOXICSubstances rnd Disease Rcgkhy 

STATEMENT OF BUDGET AND ACTUAL EXPENSES 
AS OF SEPTEMBER 30,1992 

(In Mittiorrr) 

PROGRAM 
.NM RESOURCES w 

Hnmrdous Trust Fund (Su@undl t 57 s 57 

.JNJDGET RECONCrtrATIOFL 

TOTAL EXPENSES 

ADD: 
CAPITAL ACQUISITIONS 

LESS: 
IJNlWNDED EXPENSES 

ACCRUED EXJ’jiNDITUR= 

ACCRUED EXPENDS, Dm 

UNAUDITED 


EXPENSES 

$34 



NOTES TO THE PRINCIPAL FlNANCIAL STATEMENTS 

3%~ Agency for Toxic Substances and Disease Registry w is a componentof the Pub% H&h ser\:$e 
’ under the Department of Health and Human Services. The agency is responsible for conducting prog~~s 

which preventor mitigate adverse health effects caused by exposure to hazardoussubs- in theenviromn~~ 
For purposes of reporting to the U.S. Treasury, A@JR’r activity is combined with that of the Centers&X 
Disease Cmtrol and Prevention (CDC). The ATSDR financial statements have been pqared fn.accor& 
with generally accepted accounting principles for federal agencies, Title 2 of the General Accounting0ffics.s 
Policy and Procedures Manual. Any known differences between ATGDR’saccounting standardsand w 
co&ned in Title 2 have been disclosed if considered material. 

‘Ihe financial statements include &BDR programs recorded in the Hazardous Subs- Trust $+x$ 
7520X8145(09) and 752OM8145(09). 

is of Accountktg 

Transactions are recorded on the accrual accountingbasis, and the accounting system maintainsbothprop&q 
and budgetary accounts. Under the accrual method, revenues are recognized when earned and cxper~~ zrc 
xognized when a liability is incurred, without regard to receipt or payment of cash. 

es and Otber FinaJncine 

IThawing sources are provided through SF-J 151 transfers from the EnvironmentalProtecti Agency (EPA) 
to ATSDR. Additional amounts are also received as reimbursements for services provided to other ftba;ll 
agencies through reimbursable authority found in CDC’S annual appropriation. 

Qpropriations expended for capital property and equipment are recognized as expenses whu~the asset,is 
cmwmed in operations. However, for budget reporting the entire cost of the asset is recordedin the year t&e 
obligation is established to purchase the asse4. . 

and EUUIQIBW 

Equipment is capitzilizd at cost if the acquisition cost is $5000.00 or more. Equipment custing less thvl 
$5000.00 is expensed in the year acquired. ATSDR adjusts the general ledger accountsfor property to agog 
with the property balances provided by the Materiel Management Branch. 

Software is beiag developedthat accounts for leas4 prop&y and provides documentby documentreconciliation 
of the propertyrecords and the general ledger. The new software will address any requirement for &e 

‘-

UEJAUDITED 




. . --.’ Y “I ” 

caphalization or 8morthtlOfl Of softw&rCCOW. In rdditio’n, the new softwue wfll allow the racognjh of 
4ns or loses on Ihe disposalOfass&. 

-Balance 
ATSDR dws not maintin cash in commercial bank accounts. All cash receipts and disbursements ue 
processed by the U.S. Treasury. General ledger cash balances arc rcconc~ledmonthly with the balm 

- reported by the U.S. Treasury. 

* A~DR employees participatein three different retirement plans. Civil.service employets participate in the 
Civil Service RetirementSystem,or the Federal Employees Retirement System. CommissionedCorps prsonxj 
participate in the retirementplan for the Uniform Services. ATSDR does not account for pension plan assets, 
accumuIatcd plan benefitsor unfunded liabilities applicable to its employees. Accountingand reporting for &is

Iactivity is performed by the Office of Personnel Management. _ 

I 

trued Annual. Sickand Other 

Annual leave is accruedas it is earned, and the accrual is red&4 when the leave is.taken. The balance’inthe 
accrued annual leave accountis adjusted annually to reflect cunent pay rates for annual leave earned but not 
yet t&m. Sick leave and other types of non-vested leave are expensed as taken. 

&te 2, Fund Balance with Treasury 

(Inhiillions) 

find Balance WMITreasury: 
Total 

Trust Fund $8 

Other Information: ATSDR is fully funded by obligational authority provided by the Enviq~ma~tal 
Protection Agency (EPA) through the Interagency Agreement process. The funds are provided from the 
Hazardous Trust Fund (Superfimd)administered by the EPA. ATSDR doesnot have an accounting system and 
the U. S. Deprtmcnt of ‘kasury dw not re~~gn.jzeATSDR as a separatt qxxting entity. The appropziafh 
number that identifies ATSDR funds in the CDC accounting system belongsto the Hazardous Trust Fled. 
ATSDR operates from a trust fund and does not have any balance of appropriated funds or revolving funds. 

UNAUDITED 




I . 
rage i ot t) 

NPte Proacrtv. 
(In Millions) 

. 
Depredrllon scr*hx Acquisition Accumulrted Nd 

Mtlhod Lift VtIUt Deprechdon ho& Vtfue 

, ATSDR does not have an accounting system and contracts with the CDC to provide adminkrative and 
accounting services. The CDC uses the straight line method of cakulating and accumulatingdepreciation’on 
capitalized equipment and other accountableequipment. The total $3 million of equipment agrees with ‘the 
amount reported on the SF 220 and the standard general ledger. I 

ote 4 Other Trust Fund Author& 
I 

The Other Trust Fund Authority amount is the cumulative net between the interagency agreementsand ‘the 
amount of the SF 1151, Non-ExpenditureTransfer documents since ATSDR’s creation in 1986. ATSDR 
re&ves quarterly funding from the Hazardous Trust Fund through the outlay plan. This process entails a 
request for funding through EPA and Treasury and approval of the SF 1151. Since 1986, the A’ISDRhas 
eived interagency agreements from EPA that budgeted $37 million more than ATSDR has rqucsted for 

~rformance of the Superfund mandatedrequirements. In four of the 10 years of operation, ATSDRrequested 
and received more from the Treasury than was budgeted on the interapcy agnemcnt. 

ust Fund Balanm 

(%.IMaions) 

FilmIs 
Unexpended Appropriations: . 

Unobtigated $1 

Undelivered Orders 42 
I 

Totats u! 

Other InformalSon: ATSDR does not have its own accounting system or mehd for accounting for hd 
provided for performance of the mandated Superfund activities. ATSDR contracts with CDC to pruvidc 
accounting and administrative senkxs. The unobligated appropriations amount is cumulative from lb 
beginning of ATSDR’s performance period. 

.L­
UNAUDITED 




rage 8 of 81 


Note PrPO=or­

(In Millions) 
1992 

Operating Ekpenscs by Object Classlflcation: 

Personal S&as �d kncfk 

Tnrcl and Tra~~portrlion 

Conk-actual SuvicCS 

Equipment Not Caphlhd 

Grants, Subsidks and Contributions 


, Total Expaw by Object Class 

Operafing Expenses by Program: 

Flazardous Trust Fund (Supctfund’) 

Totals 

s 17 
1 

16 

u3 

u!? 

Other Informatton: The ATSDRfunctions under the mandateof the Comprehensive EnvironmentalResponse, 
Compensation, Liability Act (CERCLA) of 1980as amended. CERCLA establishedthe HazardousTrust Fund, 
which is commonly referred to as Superfund. The ATSDR is funded through an interagency agreementwith 
the Environmental Protection Agency, administrator of the Hazardous Trust Fund. The ATSDR performs 
-everal activities under the single Super-fundprogram umbrella. The purpose is to mitigate and reportonthe 
.fkcts of hazardous substanceson the public health. 

. 

UNAIJDITED 


I 



flpte: 


From: 


Subject : 


To: 


Attached 

We agree 

submission 

grantees. 

Department 


MA\ 3 1 1994 
Deputy Assistant Secretary for Health Management 


Operations 


PHS Comments on Office of Inspector General (OIG) 

Draft Reports "Superfund Financial Activities at the 

National Institute of Environmental Health Sciences 

for Fiscal Year 1992," A-04-93-04506; and "Superfund 

Financial Activities at the Agency for Toxic 

Substances and Disease Registry for Fiscal Year 

1992, a A-04-93-04518 


Inspector General, OS 


are the PHS comments on the subject draft 

that procedures should be established to 


of single audit reports by all of the 

Most grantees receive awards from more 

component and many receive awards from 


reports. 

ensure the 


Department's 

than one 

more than 

avoid
one Federal DepartPrent. As a result, in order to 


situations where various Federal agencies are independently 

contacting recipient organizations and requesting the same 

audits, we believe such procedures should be at a central 

control point within the Federal Government. If that is not 

possible, we believe that this responsibility should be at the 

Office of the Secretary level so that communications with 

grantees are at least consolidated within the Department. 


. 

Attachment 
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PUBLIC HEALTH SERVICE (PHS) COMMENTS 

ON THE OFFICE OF INSPECTOR GENERAL IOIG) DRAFT REPORTS 

"SUPERFUND FINANCIAL ACTIVITIES AT THE AGENCY FOR TOXIC 

SUBSTANCES AND DISEASE REGISTRY FOR FISCAL YEAR 1992," 


A-04-93-4518, APRIL 1994 

AND 

"SUPERFUND FINANCIAL ACTIVITIES AT THE NATIONAL INSTITUTE OF 

ENVIRONMENTAL HEALTH SCIENCES FOR FISCAL YEAR 1992," 


A-04-93-04506, APRIL 1994 


These draft reports provide the results of the OIG audits of 

the Superfund financial activities of the Agency for Toxic 

Substances and Disease Registry '(ATSDR), and the National 

Institute for Environmental Health Sciences (NIEHS) for Fiscal 

Year 1992. The OIG audits found that ATSDR and NIEHS generally 

administered the Superfund monies in accordance with Superfund 

legislation. The auditors noted, however, that neither ATSDR 

nor NIEHS had established systems for tracking the transmittal 

of required audit reports by recipients of Superfund monies and 

recommended that such a system be established in-each agency. 

The following sets forth the PHS comments on the audit-ors' 

recommendations. 


OIG Recommendation 


We recommend that PHS direct CDC and ATSDR, and NIH.to: 


0 	 establish procedures to ensure that all Superfund 

grantees submit audit reports; and 


0 	 sanction grantees who are unwilling to have a proper 
audit conducted. 

PHS Comments 


We agree that procedures should be established to ensure that 

audit reports are submitted by all recipients of Federal funds, 

including Department of Health and Human Services (HHS) 

Superfund grantees subject to the provisions of Office of 

Management and Budget (OMB) Circulars A-128, "Single Audits of 

State and Local Governments," and A-i33, "Audits of 

Institutions of Higher Education and Other Nonprofit 

Institutions." Because many of these audits cover recipients 

which are funded by numerous Federal agencies, we also believe 

that the responsibility for these procedures should be placed 

at a central control point within the Federal Government. This 

would be necessary in order to avoid situations where various 

Federal agencies are independently contacting recipient 

organizations and requesting the same audits. Such independent 

contacts would not be consistent with the single audit concept 

which provides for a single Federal organization as the contact 

point. 
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We have discussed this issue recently in meetings involving 

staff from O'IG, the Office of the Assistant; Secretary for 

Management and Budget (OASMB), and OMB. Staff in OASMB and OMB 

have indicated that the Single Audit Clearinghouse operated by 

the Bureau of the Census will be given the responsibility for 

following-up to ensure that single audit reports are submitted 

by recipients required to have single audits conducted. Until 

this occurs, we believe there should be a single control point 

within the Office of the Secretary which would be responsible 

for ensuring that all HHS grantees submit the required audit 

reports. 


-


However, in these particular instances, we will ask the grants 

offices in ATSDR and the Centers for Disease Control and 

Prevention (CDC) and the National Institutes of Health to work 

with the.OIG's National External Audit Review Center (NEARC) to 

ensure that all Superfund grantees provide the required audit 

reports. Should any grantee refuse to submit an.audit report, 

appropriate action will be taken, e.g., this action may include 

the sanctions provided for under the OMB Circulars. 


OIG Recommendation 


We recommend that PHS direct CDC and ATSDR to: 


0 	 take immediate action to have all required audits 
performed, including the 16 grantees for which the 
NRARC did not receive audit reports. 

PHS Comments 


The CDC and ATSDR as well as NIEHS have already taken steps to 


ensure that their grantees are aware of the requirement to 

submit audits. 


Regarding the 16 ATSDR grantees which OIG identified as not 

submitting the audits, we are pleased to state that all of the 

required audits have been performed. Of the 16 ATSDR grantees 


identified by OIG, 14 were State departments of health or 

departments of the environment and two were nonprofit 

organizations. 


The OIG NEARC staff have stated to us that al; 14 State 

entities submitted their single audit reports to NEARC within 

the last 14 months. Thus far, the NEARC has processed and 

distributed about one-half of these reports to the OPDIVs. AS 


'Twelve entities submitted State-wide audit reports; two 

entities submitted department-wide audit reports. 




sooti as NEARC completes its reviewof the feru&king sports,. it 

will release them to the OPDIVs. We are also pleased to- report 

that NEARC staff advised us that fiveof tile 14 States have 

already submitted their single audit reports for the fiscal 

year ended on June 30, 1993. I 


Ln addition, in the time since OIG completed its KeViw, the 

grants office in ATSDR and CDC contacted the two non-State 

recipients and obtained copies of .their audit reports. The 

grants office at ATSDR and CDC will forward the two reports to 

NEAFK for processing. 


Office of Audit Services note -- Comments have been deleted at this point 

because they pertain to material not included in this report. 



