CHAPTER 14.  AUDIT-RELATED RECEIVABLES


14.01	GENERAL


a.	The Inspector General Act Amendments of 1988, Public Law 100-504, dated October 18, 1988, requires reporting requirements for disallowed costs arising from Office of Inspector General (OIG) audits.


b.	The purpose of this publication is to establish the general policy and implementing instructions for recording and reporting audit-related receivables in conjunction with legislative and Departmental requirements.


14.02	REPORTING REQUIREMENTS


a.	The Inspector General Act Amendments of 1988 (Pub.L 100-504) require semiannual combined Inspector General and Management Reports to Congress.  The reports must include statistical tables on questioned costs, disallowed costs, collections/offsets, and writeoffs associated with OIG audit report recommendations.


b.	The OIG audit followup tracking system will maintain the information necessary for compilation of the semiannual reports based on reports provided by auditees.  Information required for the Management Report to Congress (disallowed costs, collections/offsets, and writeoffs) will be provided to the Director, Office of Management Control (004B), the office responsible for preparation of the Management Report, after validation by the responsible Administrations/staff offices.


14.03	DEFINITIONS


a.	"Questioned cost" is defined as a cost questioned by the OIG because of:


(1)	An alleged violation of a provision of a law, regulation, contract, grant, cooperative agreement, or other agreement or document governing the expenditure of funds;


(2)	A finding that, at the time of the audit, such cost is not supported by adequate documentation; or,


(3)	A finding that the expenditure of funds for the intended purpose was unnecessary or unreasonable.


b.	Questioned costs will also include cases in which the OIG recommends that the auditee pursue collection but funds have not been expended; e.g., recommended billing of beneficiaries that received medical care and were ineligible for that care.


c.	"Disallowed cost" is defined as a "questioned cost that management has sustained or agreed should not be charged to the Government."  Disallowed costs are the amounts determined to be owed the Government and on which management has agreed to establish receivables and pursue recovery.  Because the receivables are a result of audit, they are termed "audit-related receivables" and are subject to reporting in the Management Report to Congress.  Audit-related receivables pertain only to audit reports issued by the OIG.


d.	Definitions for a "questioned cost" and a "disallowed cost" include entitlement program receivables established against beneficiaries.


e.	"Final action" is defined as:


(1)	The completion of all actions that management has concluded, in its management decision, are necessary with respect to the findings and recommendations included in an audit report.  (For audit-related receivables, final action is considered taken when all audit-related receivables identified in the audit report have been collected, offset, written off, etc.); and, 


(2)	In the event that management concludes no action is necessary, final action occurs when such a management decision has been made.


f.	"Management decision" means the evaluation by management of the findings and recommendations included in an audit report and the issuance of a final decision by management concerning its response to such findings and recommendations, including actions determined to be necessary.


14.04	NOTIFICATION OF AUDIT-RELATED RECEIVABLES


Inspector General audit reports will identify recommendations which involve audit-related receivables in accordance with the criteria contained in the above definition.  The facility Director or Administration head who concurs with the audit recommendation(s) will inform the appropriate Finance activity of the need to establish, track, and report on the audit-related receivable.


14.05	RECORDING AUDIT-RELATED RECEIVABLES


Amounts due the Government shall be recorded promptly as accounts receivable.  The receivable will be recorded even though the decision to collect is subject to administrative appeal or litigation.


(1)	Known Receivables.  When an audit finding/recommendation presents information which clearly shows that funds are due, a receivable should be established at that time.


(2)	Questionable Receivables.  If the existence of a receivable is dependent on management concurrence of an audit recommendation, the receivable will be recorded within 30 days of resolution.  The following specifies at which point an audit recommendation is considered resolved.


(a)	For audits other than contract or grant audits, the point at which the audit organization and agency management agree with the audit findings and recommendations.  In the event of disagreement, the point at which the audit followup official determines the matter to be resolved.


(b)	For contract or grant audits, the point at which the contracting officer or grant official concurs with the audit findings and recommendations.


14.06	TRACKING AND REPORTING AUDIT-RELATED RECEIVABLES


a.	Upon issuance of a final report, the OIG will request from the audited facility a status report on implementation actions on all audit report recommendations by a specified due date, normally within three months after the issue date of the report.


b.	For recommendations which involve audit-related receivables, the OIG-reported potential recovery amount will be identified.  The Fiscal activity should record the dollar amount of the accounts receivable established, amount collected or offset, and amount written off.  For receivable amounts established that differ from the OIG-reported amount, an explanation should be provided.  Reporting will be required until recovery or writeoff of the entire receivable amount.


c.	Audit related receivables will be tracked and reported, by appropriation, from the time of establishment until they are either collected or written off.  Facilities will be required to report progress on collection action in periodic status reports as requested by the OIG and will report the cumulative amount of collections/offsets and writeoffs until final disposition.  Reports will be submitted upon request from the OIG.


