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00 PURPOSE

Thi s chapter discusses the purposes, objectives, and
characteristics of the HHS accounting system design concepts.

It identifies specific Departnental and Agenci es accounting
systens which are subject to devel opnent based on design
concepts. The General Accounting Ofice (GAO requirenents for
devel opnment of accounting systens and for their approval by the
Comptrol |l er General are discussed and related to the HHS
principles and standards and general system design concepts.
Thi s chapter al so discusses responsibilities for devel opnent of
accounting system manual s.

0- 40-

10 ACCOUNTI NG SYSTEM DESI GN CONCEPTS

Thi s manual describes the accounting principles and standards
and the general system design concepts of HHS.

The objectives of accounting systenms nust be:

1. To assure that each operating accounting systemw thin the
Departnent conplies with the principles, standards, and
related requirenents prescribed by the Conptroller
Gener al .

2. To assure conpliance with the requirenents of the
Congress, the Ofice of Managenent and Budget (OVB), the
Treasury Departnent, and other control agencies.

3. To provide a sound conprehensi ve basic accounting system
which is geared to the needs of HHS activities.

4. To provide a uniformbasis for accounting operati ons where
there is a justified need for such uniformty.
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5.

To permt ready extraction and consolidation of financial
data common to the needs of the Departnent.

Characteristics of each accounting system design:

1.

10.

11.

12.

13.

It should be integrated with the accounting data needs of
the Treasury Departnent and OVB.

It should set forth the principles and standards governi ng
all accounting activities carried on within the
Departnment. Agency, or Region.

It should prescribe the general system design of the
accounting system

It should provide for the accrual basis of accounting.

It should prescribe a uniformchart of accounts covering
assets, liabilities, appropriation control and equity, and
i ncomre and expense.

It should contain the uniform codes and codi ng systemto
facilitate neani ngful Departnental consolidation of
reports, and to provide for inter-system data
conmuni cati ons.

It should provide the basis for accountability for assets,
and a business approach to cost and accrued liabilities.

It should nake provision for the use of plans to permt
peri odi c conparison of plans with actual in the areas of
obl i gati ons, disbursenents, and costs.

It nmust be designed to provide accounting support to the
Budget as submitted to Congress.

It should be designed to provide accounting support, to
the extent practicable, to the Planni ng Gui dance
Menor andum r equi rement s.

It should be designed to facilitate the uniform handling
of accounting transactions in the Regional Ofices and at
ot her accounting points which affect nore than one Agency.

It should be designed to facilitate flexibility and
decentralization of accounting responsibilities fromone
accounting point to another, w thin agencies and between
agenci es.

It should be designed to facilitate consolidated funding
of a grantee that perfornms under nultiple appropriations.



HHS Chapter 0-40 Page 3
Departnmental Accounting Manual
HHS Transmittal 76.3 (7/9/76)

0-40-20 DESI GNATI ON OF SYSTEMS

The princi ples and standards described in this manual provide
the framework for a financial managenent systemthat wll
satisfy the managenent requirenments of HHS conponent

organi zations, applicable |aws and regul ati ons, and the
accounting principles and standards prescribed by the
Comptroller General. Wthin this framework several conplete
accounting entities and individual segnents of a system have
been desi gned as operating accounting systens. GCenerally, a
conpl ete accounting entity will parallel the organi zationa
structure of the Department to the extent that an organization
may have financial managenent aspects that differ substantially
from ot her organi zati onal conponents. \Where there are
relatively few variations requiring specification, severa

organi zati onal conmponents may follow a single accounting entity.
A conmpl ete accounting entity will fully support the financi al
managenent needs of an HHS conponent organization, or

organi zations, and will provide reports internally to HHS and to
all external control agencies. The individual segnent of a
systemw || be used throughout the Departnent; and will generate
speci alized financial information to flow in detail, or in
summary, to a conplete accounting entity.

Following are the systens that nust conformto the
af orementi oned desi gn concepts:
Or gani zat i onal

Conpl ete Accounting Entities Conponent Served

Soci al Security Adm nistration Soci al Security Adm nistration
Accounting System

Food and Drug Adm nistration Food & Drug Administration
Accounting System

Heal th Servi ces Adm ni stration Heal th Services Adm nistration,
Accounting System Assi stant Secretary for Health,

Heal t h Resources Adm nistration,
Al cohol / Drug Abuse and Ment al
Heal th Adm ni stration

National Institutes of Health National Institutes of Health
Accounting System

Center for Disease Control Center for Disease Control
Accounting System

O fice of Education Fi nanci al O fice of Education
Managenent Systen( OEFM S) Asst. Secretary for Education

National Institute of Education National Institute of Education

Fin. Mgnt. Infrnmtn. Systenm( Nl EFM S)

Soci al

& Rehabilitation Service Social & Rehabilitation Service

Accounting & Finance Control
Syst em ( SRS- AFCS)
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O fice of the Secretary Accounting Ofice of the Secretary,

System O fice of Human Devel opnent

Or gani zat i onal
I ndi vi dual System Segnents Conponent Served
Central Payroll System Al'l regions and agencies
Departnment al Federal Assistance Al'l regions and agenci es
Fi nanci ng System ( DFAFS)

Regi onal Accounting Systen(RAS) Al'l regions and agenci es except

Soci al Security Adm nistration,
Food & Drug Administration, and
National Institute of Education

All systenms nust be docunented by an accounting procedures

manual and an automated data processing operation manual. The
Heal th Services Adm nistration Accounting Systemw || be

suppl emented by two additional accounting procedures nanual s
which will describe the unique requirements of the Health

Resources and Al cohol /Drug Abuse and Mental Health
Adm ni strati on.

The Central Payroll System and DFAFS will furnish data to all
conpl ete accounting entities, and DFAFS wi |l al so furnish data
to the RAS; the RAS will furnish data to conplete accounting
entities except the SSA, FDA and N H.

The designated systens are to receive data processi ng support
and services fromthe follow ng computer centers:

Conputer Center System Served
Soci al Security Adm nistration SSA Accounting System
Par kl awn HSA Accounting System
FDA Accounting System
National Institutes of Health NI H Accounting System
DFAFS
Center for Disease Control CDC Accounting System
Depart nmental Managenent CEFM S
NI EFM S
SRS- AFCS

OS Accounting System
Central Payroll System
RAS

0-40-30 GENERAL ACCOUNTI NG OFFI CE APPROVAL OF ACCOUNTI NG SYSTEMS

The Budget and Accounting Procedures Act of 1950 requires the
accounting systens designs of the executive agencies of the
Federal Government to be approved bu the Conptroller General
when deened to be adequate and in conformance with the
prescribing principles, standards, and rel ated requirenents.
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The principle, standards, and related requirenents prescribed by
the Comptroller General are in Title 2 of the GAO Manual. The
Conmptroll er General provides that accounting systens for which
approval is sought may be devel oped in two stages, as follows:

1. Princi pl es and standards established to govern the
accounting system

2. Desi gn of the accounting system

By letter dated April 13, 1970. (B-159843) the Conptroller
General approved the HHS principles and standards of accounting
and the general design concepts. “... as being in conformty in
all material respects with the principles and standards
prescribed by our office and as providing a general plan for the
desi gn and devel opnent of accounting subsystens for the various
constituent agencies of the Departnent.”

0-40-40 REQUI REMENTS AND DOCUMENTATI ON OF SYSTEMS DESI GNS

Each of the designhated systens are required to carry out the
fol |l owi ng steps:

1. Devel op and document the principles and standards and
desi gn of the system

2. Coordinate with the Ofice of the Deputy Assistant
Secretary, Finance in submtting the systems
docunentation to the Conptroller General for approval.

A. Devel op and docunment, in nanual form the design of the system

The princi pal requirenent with respect to system devel opnent is
t hat each:

I ncorporate, where appropriate, the approval principles
and standards described in Parts 1 and 2 of this nmanual;
adhere to the general system design concepts evidenced by
the transaction codes, general | edger account
identifications and descriptions, input requirenents,
processi ng techni ques (Conmon Accounti ng Nunmber and

I nternal Machi ne Nunmber), and general code structure which
are described in Parts 3 and 4; and the basic output

requi rements of Part 5.

In addition, systens design should include requirenents not
provided for in this manual; processing output requirenents; and
such aspects of design which are peculiar only to the particul ar
system
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For the purpose of presenting the system docunentation for
review for approval, the documentation may be in the formof a
conpl ete manual or it may be presented in the form of separate
packages; each describing a segnment of the system However,
approval of a systemw |l be given only to the conplete manua
docunentati on but which may be in draft form

The document submitted to the Conptroller General need not
i ncl ude detail ed operating instructions to enpl oyees.

Al t hough there is no prescribed format for docunentation of
system design, the submi ssion to the Conptroller CGeneral for
approval should include the foll ow ng:

1. An introductory section which will include a general
description of the design concept of the system Also, a
description of the m ssion, progranms, budget structure and
organi zational structure of the agency served by the
system The description should al so i nclude any
interfaces with the operating agency’ s managenent
i nformati on system or with Departnental systens, such as
the Central Payroll System and the G ants Paynent System
Al'so included in the introductory general system
description should be a broad identification of the
fi nanci al managenent needs of the organi zations served.

2. A description of the | ocations and organi zational |evels
at whi ch supporting docunentation will be maintained and
at which accounting activities will be perforned.

3. A summary of the classification coding to be used

i ncl uding the coding used in this nmanual .

4. Alisting by title and nunber of the internal and externa
reports to be produced by the system For interna
reports, a sanple format of each report should identify
the frequency of the report and the period covered. The
sanpl e format should show the data el enents being

reported, with illustrative data inserted.
5. A description of the recurring reports produced by the
system both internal and external. In the case of

internal reports, the description should identify the
types of financial information to be provided to various
| evel s of managenent.
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6.

10.

Fl ow charts depicting the flow of documents through the
princi pal accounting processes. The flow charts should be
sufficiently descriptive to enable relating the actions
charted to the internal controls and financial reporting
requi rements included in the system design.

Li sting and definitions of the general |edger accounts to
be mai ntai ned, including subsidiary accounts. The
listings and definitions will be inclusive of all accounts
contained in Chapter 4-20 of this manual that are
pertinent to the operation of the system

Identification and description (including journal entries)
of those transaction codes contained in this mnual
(Exhibit 4-40-3) that will be used in the system

An expl anation of the nethods to be used in determ ning
and recordi ng the amunts of and accounting for
obl i gations, accrued expenditures, revenues and costs.

Wth respect to accounting for costs:
a. The role of cost accounting, in ternms of resources

consumed, whet her funded or unfunded, in relation to
t he program and operati on.

b. The degree of refinenment of operational
classifications for cost accounting purposes.

C. The rationale and criteria by which accrued
expendi tures for personal services, materials and
suppl i es, equi pnent, and ot her purposes will be

charged as costs in the operational classifications.

d. The rol e of cost centers or other accounts for
al l ocating chargi ng and accunul ati ng costs.

e. An expl anation of the coding structure used as a
basis for distributing and summari zi ng costs by
activity.

f. The extent of association of performance data with
costs.

g. The rel ationship of the cost accounts to the agency’s
cost - based budgeting. This can be expressed in terns
that will identify requirenents to be net under
current budgeting concepts as compared with
requirements that will be necessary when budgets are
subm tted under the true cost-based budgeting
concepts.
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Whet her all elenents of cost are included on only
significant elenments of cost and, if the latter,

(1) \What elements of funded and unfunded cost wil|
be i ncluded and excl uded, and

(2) \VWhether distinction will be nade between
control |l abl e and uncontrol | abl e costs.

Identification of areas where cost-finding techniques
will be enployed and how the data will be used.

respect to usage of ADP equi pnment:
The degree to which the systemw || be autonated.

An overall narrative description and acconpanyi ng

fl ow chart of the general flow of information through
the system This should tie in with the genera
description of the accounting system

A description of the equipnment configuration and
transm ssi on equi pment, capabilities, and the
comput er | anguage(s) which will be utilized in
programm ng the processing operations. \Were

speci fic equi pnent has not been sel ected, the
description should include a statenent of the genera
equi prent requirements for processing and storage and
associ ated peri pheral operations, and a statenent of
the primary conputer |anguage to be used. Programed
instructions are not required to be submtted for
approval .

The design specifications which described the |ogic
of the proposed ADP system i ncl uding:

(1) Flow charts showi ng the sequence of operations
to be perfornmed by each proposed computer run.

(2) For each proposed computer program a brief
description of the functions to be perforned,
processi ng frequency, type of input, and the
resulting product(s).

(3) Description of the physical characteristics of
the data elenents to be contained in the
transaction records and data files to the extent
that such data el enents are not described in
thi s manual .
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(4) The nedia (punched card, magnetic tape, etc.) to
be used.

(5) Description of controls to be provided over data

(a) inputs, including the types and purposes
of edit and other purification or
val i dation routines;

(b) processing, including the plan for back-up
oper ati ons;

(c) storage, including the plan for
reconstruction of the data files; and

(d) outputs.

(6) ldentification of audit trails in the in the
automated systemw th special attention given to
systens in which conventional audit trails wll
be obscured in the processing operations and
alternative procedures will be necessary.

Wth respect to internal controls:

a.

A description of the manner in which financial,
manpower, and property resources are controlled and
saf eguarded by the regul ar authorization, approval,
docunent ati on, recording, reconciling, reporting, and
rel ated accounti ng processes.

An outline of controls over quantity, tineliness,
reliability, and accuracy of inputs, processing, and
outputs sufficient to denonstrate reasonable
assurance of accurate recordi ng of transacti ons and
reporting of their effects in the accounting period
in which they occur.

A statenent of the basis for auditability of the
systemin ternms of results of operation and current
condition, and identification of the audit trails

t hroughout the system This includes a description
of the manner in which a particular elenment of data
that exists in the files can be traced backward to
t he source of the transaction that created it and
forward to its position in a report.

A brief description of the nethods used or planned for
testing the reliability of the system
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B. Coordi nate with the Ofice of the Deputy Assistant Secretary.
Fi nance in submtting the systens’s docunentation to the
Conptroller General for Approval.

The Deputy Assistant Secretary, Finance, acting on behalf of the

Secretary, will approve all systens’ docunmentation prior to
subm ssion to the Conptroller General fro approval. This,
formal subm ssion of systemdesigns will first be nmade to the

Deputy Assistant Secretary, Finance. |f approved, the designs
will be forwarded to the Conptroller Ceneral



