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GAO
United States
General Accounting Office
Washington, D.C. 20548

Human Resources Division

B-233969

December 30, 1988

The Honorable William Proxmire
United States Senate

Dear Senator Proxmire:

In your letter of December 17, 1987, you asked us to review federal
funds awarded to VisionQuest National, Ltd., a profit-making orgaijza-
don that provides treatment programs for troubled youth. VisionQuest
was one of several organizations selected in the early 1980s to assist the
federal government in handling an influx of Cuban refugees by provid-
ing them with resettlement services. Events in Cuba had resulted in a
mass, uncontrolled emigration of Cubans to the United States in April
1980. By September 1980, an estimated 124,800 Cubans had arrived.
The Justice Department in 1982 was given ultimate legal responsibility
for the Cuban entrants and funding to provide services for them.

Entrants placed with VisionQuest were adolescents and young adults
who had been institutionalized in Cuba for mental illness and/or crimi-
nal offenses. Many also had physical health problems. In general, these
individuals lacked English language skills, and their socialization and
acculturation to the U.S. life style was markedly low.

In the past 5 years, VisionQuest has received funds from two federal
agencies to provide community-based mental health services for this
group of Cuban entrants. Most funds have been awarded through a
cooperative agreement' between the Refugee Mental Health Program
(RMHP), operated by the National Institute of Mental Health (NIMH), and
VisionQuest. NIMH is a component of the Alcohol, Drug Abuse, and Men-
tal Health Administration (ADAMHA) under the Public Health Service
(PHs) of the Department of Health and Human Services (HHs). Vision-
Quest also has received federal funds from the Community Relations
Service (CRS) in the Department of Justice.

The Office of Re_ -gee Resettlement (oRR) in the Social Security Adminis-
tration awarded VisionQuest its first federal cooperative agreement for
about $1.7 million for the July 1981-December 1982 period. In January
1983, NIMH assumed responsibility for the Cuban entrant program. From
then until March 1988 through seven award periods, NIMH awarded

'A coupe ative agreement is a federal funding mechanism similar to a grant, used when a federal
awarding agency plans to actively participate with the recipient organization in carrying out program
activities.
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Vision Quest about $16:5 million. In addition, cis awarded grants totaling
$585,000 to Vision Quest from December 1984 to September 1988, for a
total of about $18.8 million in federal funds. (See p. 17.) From July 1,
1981, to February 28, 1988, a total of 245 Cubans participated in the
VisionQuest programs, according to information furnished by
VisionQuest.

Results in Brief There were deficiencies in NIMH'S administration of the VisionQuest
Cuban entrant program. NIMII did not carry out its overall administrative
and monitoring responsibilities as required by HHS and PHS policy. This
included not enforcing PHS'S standard conditions that VisionQuest (1)
arrange for independent audits of its federal projects at least every 2
years and (2) submit financial status reports on time. Also, NIMH did not
maintain much of the required documentation concerning the award of
federal funds to VisionQuest for services to Cuban entrants.

VisionQuest may have rebudgeted funds without prior NIMH approval
and may have claimed unallowable lease expenses that were paid for
with NIMH funds. Also, VisionQuest and NIMH never developed an indirect
cost rate, as required by PHS policy. If NIMH has administered its other
cooperative agreements for outpatient treatment for Cuban entrants in
this manner, they too would be open to question.

Objectives, Scope, and
Methodology

In response to your letter and subsequent discussions w:th your office,
we agreed to provide information on VisionQuest's Cuban entrant pro-
gram, identifying and describing

1. the amounts and sources of federal funds awarded,

2. how the federal funds were spent,

3. the propriety of VisionQuest leases that were paid for with federal
funds, and

4. how NIMH carried out its administrative responsibilities.

Our review was conducted from January to June 1988 at the NIMH
offices in Rockville, Maryland. We examined federal regulations, HHS
and PHS grant administration manuals, and related program guidelines
issued by RMHP. In addition to obtaining and reviewing financial and pro-
gram documents, including budget proposals and award notices, we
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interviewed agency officials. We could not obtain data from NIMH files on
how Vision Quest spent the funds received for the Cuban entrants. This
was because organizations awarded federal grants and cooperative
agreements need not report expenditures by specific cost category (line
item), only by total direct and indirect costs. Our review was done in
accordance with generally accepted government auditing standards.

As agreed with your office, we did not visit Vision Quest, but we dis-
cussed our findings with the HHS Office of the Inspector General's (cm)
staff, who agreed to examine Vision Quest's records and documents on
selected issues. The HHS OIG staff will issue a separate report on their
findings.

Funding Not Related
to Participation

The number of participants in Vision Quest's programs varied from one
award period to another, and the organization did not always achieve its
estimated numbers of participants. NIMH, however, did not adjust th,°
funding of Vision Quest's program to reflect actual participation. As a
result, NIMH lost the opportunity to renegotiate the terms of the coopera-
tive agreement, and Vision Quest may have received and spent more
funds than necessary to operate its Cuban projects. (See pp. 18-20.)

Lengthy Participation
by Some Cubans

Cuban entrants were to complete the outpatient treatment program
within 18 months, according to Vision Quest's project proposals. _n the
first four NIMH award periods, the turnover rate for participation was
low and the average time each entrant spent in the program ranged
from 19 to 30 months. While 45 Cubans were discharged in 18 months or
less, 17 spent from 19 to 24 months at Vision Quest, 34 stayed for 25 to
36 months, and 28 remained 37 months or more.

In October 1986, NIMH issued its first policy guideline on this subject,
stating that Cubans in outpatient treatment programs should remain no
more than 6 to 9 months. With this policy statement, turnover increased
significantlyto 60 and 90 in the NIMH fifth and sixth award periods
and all participants were released in less than 18 months from when
they entered. (See pp. 20-22.)

Page 3 GAO/HRD-89-16 Vision Quest
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Effectiveness of
Service and Treatment
Not Evaluated

Documents Missing
From Official Files

Vision Quest's stated program objective was to treat Cuban entrants and
help them make the transition to life in the United States. Although
Vision Quest obtained information on the destinations of the Cubans as
they left the program, it did not seek subsequent information. No one
actively followed up on the Cubans after they were discharged from
outpatient treatment programs, according to Nimii officials. Conse-
quently, the effectiveaess of Vision Quest's treatment and service activi-
ties has not been evaluated. (See pp. 22-23.)

Documentation in the official files was inadequate. Because we were
unable to obtain needed financial and program documents from NIMH, we
could not assess how federal funds were spent and whether Vision Quest
fully complied with federal regulations and tills and PHS policies.

Required documents that were incomplete or absent from the official
NIMH files included:

1. Narrative project prci osals and detailed budget requests

2. Written records of negotiations and agreements on project budgets

3. Budget analyses that explain how direct and indirect costs were nego-
tiated and that support approved project budgets

4. Written Vision Quest requests to rebudget funds among line items and
written NIMH approvals to do so

5. Cooperative agreement monitoring statements, prepared by NIMII to
follow up on recommendations made during on-site program evalua-
tions, audits, and financial analyses and to ensure that Vision Quest com-
plied with federal regulations and PHS policies and took appropriate
action (see pp. 23-28).

Indirect Cost Rates
Not Developed for
Vision Quest

Organizations that receive federal funds through grants, cooperative
agreements, and contracts generally develop budgets and incur expenses
for direct and indirect costs, i.e.:

A direct cost is one that can be identified with a specific cost objective
or a grant, cooperative agreement, or contract. Examples include person-
nel assigned to a particular grant project or equipment purchased for a
specific contract activity.
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An indirect cost is one incurred in the pursuit of two or more cost objec-
tives. Examples of indirect costs include administrative staff whose
efforts benefit several pro;- acts and automatic data processing equip-
ment shared by several programs. After indirect costs have been identi-
fied in total, an indirect cost rate is to be developed to determine the
indirect cost amounts applicable to each project. For NIMII projects, PHS
policy requires that an indirect cost rate be developed by the funding
organization and the award recipient for each fiscal year.

During the 1980s, Vision Quest provided services under contracts with
several state and county law enforcement agencies, in addition to the
services for Cuban entrants funded with federal grants and cooperative
agreements. NIMH did tot, however, negotiate with Vision Quest to deter-
mine the federal government's fair share of indirect costs for the cooper-
ative agreement. Furthermore, in its budget proposals, Vision Quest did
not categorize these as indirect costs, but included them as a direct cost
in a cost 'ategory described as "burden allocation."

The NIMH official files included no documentation as to why Vision Quest
was permitted to allocate these costs as direct costs. There was no evi-
dence that NIMH understood the basis for the "burden allocation" esti-
mated by Vision Quest; that is, exactly what items were included as
burden. Furthermore, no data were provided as evidence that the fed-
eral Cuban entrant program was paying no more than its fair share of
these costs. According to our calculations made from available budget
request data, Vision Quest requested about $2.4 million for "burden allo-
cation" during the six NIMII award periods covering January 1983 Febru-
ary 1988. Over this time, the ratio of estimated burden allocation costs
to total cooperative agreement costs increased from 8 percent in the
first award period to 21.4 percent in the sixth award period, but the
official files do not document how Vision Quest developed these
amounts. (See pp. 28-29.)

Vision Quest Did Not
Submit Required
Expenditure Reports

Federal regulations require submission of a report of expenditures, the
Financial Status Report, to document the financial status of grants and
cooperative agreements. This report, required at least annually for each
budget (award) period, is to be submitted no later than 90 days after the
close of an award period unless the awarding office formally extends the
reporting time. Vision Quest did not submit acceptable financial status
reports for any award period until July 1986, after the fifth NIMH award
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period started. Realizing it had not submitted reports previously, Vision-
Quest submitted reports for the previous four NMI' award periods at one
time.

The PHS Grants Administration Manual provides that failure to submit
required reports within the time allowed may result in various enforce-
ment actions. These include suspension or termination of an active grant
or cooperative agreement, withholding of additional awards or pay-
ments, or changing to the reimbursement method of payment. NIMH
applied none of these and continues providing additional funds to
Vision Quest.

Total funds to be provided to Vision Quest for the sixth award period
were decreased by $171,190, the NIMH award notice showed. According
to the Vision Quest financial status report, this was because funds in that
amount were to be carried over from the fifth award period. To calcu-
late this figure, the cumulative amount spent was subtracted from the
cumulative amount awarded for Vision Quest's first five award periods.
According to our interpretation of the PHS guidelines, a separate finan-
cial report is required for each award period. The reports are not to be
combined as NIMH permitted Vision Quest to do.

Furthermore, supplemental cooperative agreement award notices were
not approved by NIMH for the three award periods during which Vision-
Quest spent $196,150 more than authorized. (See pp. 29-32.)

Federal regulations permit recipients of federal grants and cooperative
agreements to lease property (e.g., living facilities, vehicles, and equip-
ment) and charge the costs to federal agencies. This is allowed so long as
complete documentation concerning the circumstances and cost determi-
nations is developed and maintained. According to its budget proposals,
Vision Quest planned to enter into lease agreements during each award
period it received funds from Num. In turn, Vision Quest charged NIMH'S
Cuban entrant program for the lease costs. Because limited documenta-
tion was available at NIMH, we could not determine the extent to which
Vision Quest entered into lease arrangements with its employees and
stockholders. Vision Quest officials preferred to lease property items for
the Cuban entrant program, NIMH officials told us, rather than purchase
them. NIMH and Vision Quest officials believed that these leasing prac-
tices would be in the best interests of the federal government.

Page 6 GAO /HRD.89.16 Vision Quest
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Conclusions and
Recommendations

Details of Vision Quest's leasing arrangements for living facilities, vehi-
cles, equipment, and furniture were not on file at NIMH. Therefore, we
could not determine whether these arrangements conformed with Fed-
eral Acquisition Regulations. We discussed these issues with the IIIIS OIG
staff, who agreed to examine records and documents at Vision Quest
headquarters to ascertain the lease expenses claimed by Vision Quest
and charged to NIMH cooperative agreements. (See pp. 32-33.)

Because essential documents related to the cooperative agreement
awards NIMH made to Vision Quest were incomplete or unavailable, we
could not fully address all of our study objectives. However, NIMH did
not carry out its overall administrative and program monitoring respon-
sibilities as required by tins and PHS. Also, NIMH did not follow its inter-
nal control guidelines and enforce established rtes requirements,
including requiring timely submission of expenditure reports from
VisionQuest.

Vision Quest may have rebudgeted funds without prior approval from
NIMH, according to NIMH documents we reviewed, and the way that
Vision Quest leased property and charged die lease expenses to the NIMH
cooperative agreement may have violated regulations. NIMII and Vision-
Quest (lid not negotiate indirect cost rates, as required by PHs policy, for
any award periods.

Since 1983, NIMII, through its RMIIP has funded other organizations, in
addition to Vision Quest, to conduct community-based treatment pro-
grams for Cuban entrants. If NIMH administered the cooperative agree-
ments with these other organizations in the same way as the
Vision Quest projects, similar deficiencies and oversights may have
occurred.

Therefore, we recommend that the Secretary of IBIS direct riffs grants
management and program officials to

evaluate NIMH'S procedures, activities, and records relating to Vision-
Quest's cooperative agreements, and obtain and develop needed docu-
mentation to bring NIMH'S official files into compliance with PITS policies;
and
review NIMH'S administration of all cooperative agreements for
community-based treatment of Cuban entrants to determine whether
NIMII carried out its responsibilities in compliance with PIM policies.
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Agency Comments Ims, in its written comments, concurred with our recommendations. Hits
stated that for the major issues cited, NIMII has taken corrective action to
bring its files into compliance with PI1S policies. mis indicated thatNIMII
grants management and Rmue officials have initiated a process for
reviewing and monitoring their administrative procedures and that PI1S

will ensure that these recommendations are implemented during fiscal
year 1989.

mr also furnished technical comments on various segments of the report
to clarify and augment the facts we presented. These technical com-
ments have been included, as appropriate, in the report. Ims's complete
comments are included in appendix II.

EpLawrence H. Thompson
Assistant Comptroller General

Unless you publicly announce its contents earlier, we plan no further
distribution of this report until 30 days from its issue date. At that time,
we will provide copies to ims, Vision Quest, and interested congressional
committees. In addition, we will make copies available to others on
request. The major contributors to this report are listed in appendix III.

Sincerely yours,

11
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Appendix I

Cuban Refugee Resettlement: Federal
Administration of Vision Quest
Projects Inadequate

Between April and September 1980, about 124,800 Cubans arrived in
the United States in what became known as the "Freedom Flotilla."
Many had criminal records, mental and physical illnesses, and social
adjustment problems. To assist federal agencies and state and local gov-
ernments with the reception, processing, and resettlement of the
Cubans, President Carter directed the Federal Emergency Management
Agency (FEMA) to coordinate activities across government agencies. In
May 1980, four U.S. military facilities were designated as processing
centers for the Cubans. The reception centers were located in Fort Chaf-
fee, Arkansas, Eglin Air Force Base, Florida, Fort McCoy, Wisconsin,
and Fort Indiantown Gap, Pennsylvania.

By 1982, however, these centers were closed and entrants in need of
mental health care were transferred to correctional institutions through-
out the country, St. Elizabeths Hospital in Washington, D.C., and out-
placement programs in several states. Th goal was to provide the
Cubans with mental health treatment services, rehabilitative services,
and vocational training to maximize the possibility that they eventually
could be deinstitutionalized, sponsored, and resettled in the community.

HHS and Justice
Responsible for Cuban
Entrants

Within the Department of Health and Human Services (HHS), the Office
of Refugee Resettlement (oRR) in the Social Security Administration orig-
inally was given the task in July 1981 of treating the institutionalized
Cuban refugees who had behavioral problems. Its purpose was to gradu-
ally integrate them into society. In 1982, the Justice Department was
given the ultimate legal responsibility for the Cuban entrants and the
funds to provide services for them. In that year, HHS enter-A into an
interagency agreement with the Justice Department, which transferred
funds to HHS for use by the National Institute of Mental Health (NIMH). A
unit of the Alcohol, Drug Abuse, and Mental Health Administration
(ADAMHA) under the Public Health Service (PHS), NIMH uses the money to
administer a program for the res,Aclement of those refugee Cubans
requiring watal health services. The program is handled through NIMH'S
Refugee Mental Health Program (RMHP), formerly known as the Cuban/
Haitian Mental Health Unit.

For fiscal years 1984-88, Justice allocated an estimated $71.6 million to
NIMH for services to the Cubans. The money is earmarked for the devel-
opment, implementation, and oversight of mental health inpatient and
outpatient programs to enable the remaining institutionalized Cuban
entrants to make the transition to independent living in the United
States. According to an NIMH official, a total of 1,774 Cubans have

Page 12
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Cuban Refugee Resettlement Federal
Administration of Vision Quest
Projects Inadequate

received treatment services. As of March 1988, according to an NIMH
official, 3,245 of the Cuban refugees remained in prisons.

Treatment Provided in
Three Components

Cuban entrants have been placed in three major components (described
below) according to assessments conducted by NIMH, PHS, or Justice. The
entrants normally move through the system in the order indicated,
although there have been some exceptions.

1. PenitentiariesOn request, PHS evaluates the mental status of Cuban
entrants placed into these facilities. Through contracts with private
mental health professionals, RMHP conducts psychological, psychiatric,
and other mental health evaluations for the entrants. Periodically, the
Justice Department reviews the cases of ail cntrants remaining in cus-
tody to determine whether they may be transferred into components of
the RMHP program. These decisions are based on judgments concerning
the potential for violence and/or criminal activity. The individuals
remain in the institutions until it is determined that less secure settings
are appropriate.

2. St. Elizabeths HospitalCuban entrants requiring psychiatric care
progress through four treatment phases at this facility. During the ini-
tial phase, the entrant is assigned to the admissions unit, where compre-
hensive medical, psychiatric, psychological, and social assessments are
performed and an individual treatment plan developed. During the sec-
ond and third phases, emphasis is on psychotherapeutic intervention,
support services, and psycho& apy. During the final phase, the acqui-
sition of social and survival skills is emphasized, after which individuals
are matched with appropriate outplacement projects.

3. Community-based treatment programsRMHP has four community-
based treatment projects. These are operated by (a) Vision Quest
National, Ltd.; (b) the Institute for Independent Living, Kansas City,
Missouri; (c) Western Care, Chino and Pomona, California; and (d)
Human Services Resources, Norristown, Pennsylvania. As of September
30, 1987, these four outplacement projects had the capacity to treat
about 220 Cuban entrants. Our review focused on Vision Quest's pro-
grams through fiscal year 1988.
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Vision Quest National,
Ltd., Provides Youth
Services

A private, for-profit organization, Vision Quest contracts primarily with
local and state agencies to provide counseling and treatment services for
delinquent and emotionally disturbed juveniles. Such services constitute
an alterative to prison or detention centers for these juveniles. Estab-
lished in 1973, Vision Quest has its executive headquarters in Tucson,
Arizona, with other offices operating in California, New Mexico, and
Pennsylvania. Vision Quest's philosophy is to provide its clients challeng-
ing experiences based on the rite of passage from adolescence to adult-
hood that plains Indian youths undergo. Vision Quest offers various
treatment activities through wilderness camps, wagon trains, learning
centers, and residential settings.

Vision Quest developed programs for Cuban entrants modeled after its
other programs established to treat American youth. (The development
and funding of the program is described on p. 17.) Cubans referred to
the Vision Quest program had histories of serious behavioral and psy-
chological problems. Many also had criminal records and/or physical
health problems. In general, the Cuban entrants lacked English language
skills, and their socialization and accuituration to the U.S. life style was
markedly low.

Vision Quest's federally funded programs included the Cuban Residential
Psychiatric Care and Home Quest programs, developed for NIMIT under a
cooperative agreement, and the Cuban After Care (Sponsorship) pro-
gram, funded and administered by the Department of Justice. Specifi-
cally, these featured the following:

The residential program, which emphasized group living experiences,
provided counseling, education, and medical and mental health treat-
ment. Vision Quest first assessed the Cubans entering the residential pro-
gram to identify their physir!al, developmental, social, cultural,
educational, psychological, vocational, and recreational needs and to
develop appropriate projects and activities. Individual treatment plans
were developed and quarterly progress reports for each participant pre-
pared. From July 1981 through February 1988, a total of 245 Cubans
participated in the residential program.
The Home Quest program, started in 1984, was designed for those who
completed Vision Quest's residential program but were in need of contin-
uing support in a controlled environment. Home Quest provided apart-
ments, supervised by Vision Quest staff, to help Cuban participants
acquire skills necessary for independent living.
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Objectives, Scope, and
Methodology

The After Care Sponsorship program was the final step in the contin-
uum of Vision Quest programs aimed toward self-sufficiency. It was tai-
lored for Cubans who were about ready to move into the community but
had no arranged sponsor (usually a family member).

Vision Quest has attracted much attention for its approaches to counsel-
ing and treating troubled youth. In December 1987, the CBS television
program 60 Minutes reported on Vision Quest, alleging mismanagement
and questionable expenditure of funds.

We were asked by Senator William Proxmire, in his December 17, 1987,
letter and through subsequent discussions with his office, to review
Vision Quest's Cuban entrant program. In response, we agreed to (1) con-
firm the amounts and sources of federal funds awarded to Vision Quest
for the Cuban entrant program, (2) determine how Vision Quest spent
the federal funds, (3) examine the propriety of Vision Quest's lease poli-
cies, and (4) review Nimes performance of its administrative responsibil-
ities associated with the management of the cooperative agreements.

We conducted our review from January to June 1988, primarily at N!MH
in Rockville, Maryland. We did limited work at the Community Relations
Service (cRs) in the Department of Justice in Bethesda, Maryland. With
the approval of the Senator's office, however, we narrowed our review
to the N!MH- funded programs because NIMH has administered 97 percent
of the federal funds provided to Vision Quest since 1983.

To determine the amounts of federal funds received by Vision Quest, we
examined the official award documents issued by N!MH and the financial
status reports Vision Quest submitted that were in the NIMH files. We
reviewed the project proposals and related budget requests Vision Quest
submitted to NIMH, to the extent they were in the official files. Also, we
reviewed the HITS and PHS grants administration manuals and N!MH and
RMHP guidelines. Finally, we met with N!MH officials to discuss these doc-
uments and solicit their views on the administration of the Vision Quest
programs.

Federal regulations do not require organizations awarded federal grants
and cooperative agreements to report expenditures by specific cost cate-
gory (line item). Thus, we were unable to obtain data on how Vision-
Quest spent the funds received for the Cuban entrants program. The
regulations require only that expenditures be reported generally as
either direct or indirect costs. PHS policy and federal regulations require
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that Vision Quest maintain detailed records on the expenditure of funds
as support for the general expenditure reports submitted to NIMH.

To determine the circumstances under which private organizations may
enter into lease agreements regarding projects funded by federal agen-
cies, we reviewed Federal Acquisition Regulations.' These regulations
explain when for-profit organizations may charge the government rental
costs related to lease agreements with those in the organization who
have a financial interest. We also reviewed the HHS grants administra-
tion manual and the PHS grants policy statement and their provisions
related to lease agreements, user charges, and depreciation rates.
Because NIMH'S official files did not contain detailed documentation on
Vision Quest's lease arrangements, we could not determine their propri-
ety. We did, however, identify the conditions and restrictions for these
arrangements, as stated in federal regulations and PHS policies.

To assess whether NIMH carried out its administrative and program
responsibilities, we reviewed the criteria concerning these in the ilHS and
PHS grant management manuals. The responsibilities we assessed
included record-keeping, budgeting, financial management, reporting,
and monitoring activities. We also examined the specific terms and con-
ditions related to the cooperative agreement, discussed these issues with
responsible NIMH staff, and evaluated whether those applicable to NIMH
were carried out.

As agreed with the requester's office we did not visit Vision Quest, but
we discussed our findings with the HHS Office of the Inspector General
(oIG) staff, who agreed to examine Vision Quest's records and documents
relating to selected issues. The HHS OIG will issue a separate report on its
findings.

Our review was done in accordance with generally accepted government
auditing standards.

'The Federal Acquisition Regulations generally apply to contracts between for-profit organizations
and federal agencies. The standard conditions of cooperative agreements with for-profit organizations
also require that these regulations be followed
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Funding of
Vision Quest's Cuban
Entrant Program

Vision Quest's involvement with Cuban entrants began in the summer of
1980 when FEMA hired some Vision Quest staff to serve as supervisory
consultants to the Resettlement Center in Fort Indiantown Gap, Penn-
sylvania. As a result of this experience, the Pennsylvania Department of
Health and Human Services awarded Vision Quest funds for the care of
Cubans. When ORR took direct responsibility in July 1981 for preparing
Cuban entrants for life in the United States, it awarded Vision Quest
$1,662,602 to provide mental health services for the Cubans over an 18-
month period.

NIMH, after it assumed responsibility for the Cuban entrant program in
January 1983, funded Vision Quest through a series of seven award peri-
ods (6-15 months each) for a total of $16,520,704 (see table I.1). In addi-
tion, the Justice Department's crs awarded to Vision Quest funds
amounting to $585,170 during fiscal years 1985-88 for the Cuban After
Care program. Our review did not, however, include CRS awards to
Vision Quest.

Table I.1: Federal Funding of
Vision Quest's Cuban Entrant Program Award period
(1981-88) Number Dates

ORR 7/1/81-12/31/82

NIMH

1 1/1/83. 6/30/83

2 7/1/83-12/31/83

3 1/1/84-3/31/85

4 4/1/85-12/31/85

5 1/1/86-11/30/86

6 12/1/86-2/29/88

7 3/1/88. 10/31/88

Subtotal

CRS

12/1/84. 11/30/85

12/1' ^5 - 11/30/86

12/1/86. 9/30/87

10/1/87-9/30/88

Subtotal

Award amount
$1,652,602

1,456,190

1,590,608

4,598,065

2,775,796

2,976,160

2,435,805

688,080

$16,520,704

Total

$154,738

153,894

150,238

126,300

$585,170

$18,758,476
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NIMH Program and
Financial Management
Responsibilities

As previously noted, NIMH awarded funds to Vision Quest through coop-
erative agreements. 31 U.S.C. 6301-6308 established the use of such
agreements in situations in which, among other things, a federal award-
ing agency intends to be substantially involved with the recipient organ-
ization in carrying out an activity or providing services. The regulations,
conditions, and administrative requirements are similar for grants and
cooperative agreements, even though with grants there is generally little
involvement or participation by a federal agency.

Two NIMH officials share responsibility for managing the cooperative
agreements awarded to Vision Quest:

The government project officer is responsible for the technical or pro-
gram aspects of the cooperative agreement. This official determines the
adequacy of the applicant's p::oposals to accomplish project objectives,
monitors the award recipient's activities to ensure compliance with pro-
gram requirements, and evaluates the overall quality and effectiveness
of the recipient's performance.
The grants management officer is responsible for the financial manage-
ment aspects of cooperative agreements. This official reviews the appli-
cant's budget proposals and, working with the government project
officer, negotiates the budgets with the applicant. The grants manage-
ment officer also is responsible for ensuring that required reports are
furnished in a timely manner and maintained in the official fileS and
that grant conditions dealing with administrative and financial matters
are carried out as stated.

Both officials were to work closely with Vision Quest staff to ensure the
efficient and effective use of federal funds and provision of quality ser-
vices to the Cuban entrants. We found, however, deficiencies in both
officials' performance of these responsibilities, as discussed in the sec-
tions that follow.

Funding Not Related
to Number of Cubans
Participating

The number of participants in Vision Quest's programs varied from one
award period to another and continually changed during each award
period (see table 1.2). NIMH did not, however, adjust the funding to the
actual, as opposed to the projected, number of participants. The number
of participants directly affected the amount of funds Vision Quest
requested and received during each award period. The most expensive
cost category for the cooperative agreement, "personnel," included
funding for Vision Quest staff to provide treatment and services for the
planned number of Cuban participants. "Direct client expenses" was
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another cost category directly affected by the number participating.
These expenses included food, clothing, stipends, and medical insurance,
budgeted for each participant.

Table 1.2: Cuban Participants in illEMMINNE
Vision Quest Program (July 1981-Feb.
1988) Award period

Cuban entrants

Admitted Departed
No. Eli Carried

overNo. Dates months
ORR 7/81-12/82 18 30 17

NIMH:

1 1/83.6/83 6 13 42 5

2 7/83.12/83 6 50 28 7

3 1/84.3/85 15 71 24 21

4 4/85.12/85 9 74 23 20
5 1/86-11/86 11 77 32 60
6 12/86.2/88 15 49 66 90

Totals 245 220FM!
The budget estimates Vision Quest submitted to NIMH were based on each
participant being in the program for the duration of the award period;
e.g., 183 days for a 6-month period and 365 days for 12 months. How-
ever, during any award period, some participants either entered the pro-
gram after it started and/or left before it ended. Therefore, even in the
award periods for which Vision Quest's estimates of total Cuban partici-
pants were close to the number actually referred, the number of actual
days Cubans participated was less than the estimates included in Vision-
Quest's budgets.

Vision Quest's cooperative agreement stated:

"NIMH will exercise its best efforts to obtain maximum capacity, but does not guar-
antee that the quota of mentally or developmentally disabled Cuban entrants can be
met. In the event that the number of entrants does not meet the projected level of
clients, NIMH reserves the right to renegotiate the budget to be proportionately
decreased commensurate with the number of entrants actually received."

But, despite the importance of detailed data on participants and their
expenses to the funding process, official NIMH files included no evidence
that NIMH officials requested such data from Vision Quest on a systematic
basis and adjusted Vision Quest's funding to reflect lower actual partici-
pation of Cubans. As a result, for some award periods the average cost
for each participant/day in Vision Quest's program was significantly
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higher than estimated. In award period 1, the .verage cost for each par-
ticipant/day (includes direct and indirect costs) was estimated to be

114. It was actually $212 because of the fewer Cubans actually partici-
pating. In award period 2, the estimated cost was $124, the actual cost
$14 .2 No funding adjustments were made to allow for deviations from
pa etIcti:ant estimates.

In any award period, certain fixed costs, including some for personnel
costs, were incurred regardless of the number of participants. However,
for a program such as Vision Quest's, some costs will vary depending on
the changing number of participants. NMI should have made funding
adjustments for the actual number in the program. By not analyzing
periodic participation data and not making timely funding adjustments,
NIMH lost the opportunity to renegotiate the terms of the cooperative
agreement by not requiring Vision Quest to cut back on its operations. As
a result, Vision Quest received and spent more funds than necessary to
operate its Cuban projects.

HITS in its cim.ments gave several reasons why NIMII did not adjust
Vision Quest's funding levels during award periods when planned Cuban
participation levels did not materialize. We can appreciate that Vision-
Quest incurred certain fixed costs regardless of the number of Cuban
participants. NMI had no documentation, however, to show how the
funds for these award periods were spent, nor was evidence available
that NIMH attempted to renegotiate Vision Quest's funding levels.

Also, in its comments luis did not refute our statement that planned par-
ticipation data were unavailable in NIMH files for most award periods.
This is important because planned participation data should have been a
principal factor in deciding Vision Quest's funding levels !Jr each award
period.

Lengthy Participation
by Some Cubans

During the ORR award period, entrants were to complete the outpatient
treatment program within 18 months, according to Vision Quest's project
proposals. This was the only established time frame in effect for Cubans
participating in Vision Quest until October 1986, when NMI issued a
written policy statement on the matter. The turnover of Cuban partici-
pants in the ORR award period and in NMI'S first four award periods was
low, Vision Quest data showed (see table 1.2.).

2We attempted to obtain and develop estimated and actual costs on Cuban participants for the other
NIMH award periods, but could not because planned participation data were not available at NIMH.
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The average time spent in the program by participants during the ORR

and first three NIMH award periods ranged from 19 to 30 months. Of the
first 30 Cuban entrants who entered during the ORR award period (end-
ing December 1982), 21 left within 18 months of starting (see table 1.3).
Of the other 9, however, 3 were discharged in 19-24 months and 6 in 37
months or more.

Table 1.3: Time Spent in Vision Quest
Program by Cuban Participants
(July 1981-Feb. 1988)

Award period

Months spent in VisionQuest program

37 or
Average

months in
Number Dates 18 or less 19 - 24 25 - 36 more program
ORR 7/81-12/82 21 3 0 6 30
NIMH:

1 1/83.6/83 9 10 10 13 27
2 7/83.12/83 5 0 15 8 28
3 1/84.3/85 10 4 9 1 19

4 4/85.12/85 17 6 0 0 12

5 1/86-11/86 32 0 0 0 9

6a 12/86.2/88 41

aTwenty.five Cubans were still in the VisionOuest program during our review.
.11111=

Of the 70 Cubans admitted to the VisionQuest program from January 1
to December 31, 1983 (award periods 1 and 2), 14 were discharged
within 18 months. Ten left in 19-24 months, and 25 in 25-36 months,
while 21 Cubans were in the program for 37 months or more. On aver-
age, the 24 Cubans who entered the program during award period 3
(Jan. 1, 1984-Mar. 31, 1985) were discharged earlier than in previous
award periods. Ten left within 18 months, 4 in 19-24 months, and 9 in
25-36 months. Only one stayed longer than 36 months.

VisionQuest's turnover rate accelerated significantly when NIMII imple-
mented its October 1986 policy guideline stating that participants in
such outpatient treatment programs should not remain for more than 6
to 9 months. To illustrate, during the first four NIMII award periods the
numbers of discharges were 5, 7, 21, and 20, respectively. The average
time participants spent in VisionQuest also decreased markedly after
this guideline was issued. During award periods 5 and 6, the discharges
numbered 60 and 90, respectively. (See table 1.2.)

inis in its written comments offered several explanations as to why the
Cubans remained in the VisionQuest program for long periods of time.
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One of the explanations was that, during most of 1985; no discharges
were allowed.

We continue to believe that had N111111 monitored Vision Quest's program
more closely, decisions affecting the turnover of Cuban participants
would have been made more timely and the average time of participa-
tion would have been less. Also, as shown in table 1.3, the Cubans stayed
in Vision Quest's projects for the longest average time before 1985 when
there were no restrictions o:. admissions and discharges.

Effectiveness of
Service and Treatment
Not Evaluated

Vision Quest's stated program objective was to treat Cuban entrants and
help them in making the transition to life in the United States. Although
Vision Quest obtained information on the destinations of the Cubans as
they left the program, it did not seek subsequent information. No one
actively followed up on the Cubans after they were discharged from
outpatient treatment programs, according to NIMII officials. Conse-
quently, the effectiveness of Vision Quest's treatment and service activi-
ties has not been evaluated.

VishnQuest compiled data on 203 Cubans discharged from its program
from February 1983 to February 1988. Of these, 77 Cubans (38 percent)
were released into the community, and 32 transferred to the Department
of Justice After Care Sponsorship program. Also, 42 had been reinstitu-
tionalized for inpatient mental health care, and 7 were returned to
prison. Twenty-two of those discharged were transferred to other outpa-
tient treatment programs funded by NIMIi; 19 of these transfers occurred
during award period 6 (Dec. 1, 1986-Feb. 29, 1988). Seventeen of the
discharged Cubans were classified as being absent without leave and
their whereabouts were unknown, while 2 were repatriated to Cuba,
and 4 were released on technical discharges with their destinations
unrecorded. At the time of our review, NMI had developed no data on
the destinations of Cubans leaving the Vision Quest programs.

'His in its comments stated that RMHP in 1985 instituted a peer review
program to evaluate and improve the quality of its projects. Since then,
according to HMS, a vigorous review under this program took place
before each Vision Quest award period. mis in its comments also stated
that RMHP does not have the mandate, funding,, or staff to conduct post-
discharge studies of Cubans who leave Vision Quest's projects.

Before each Vision Quest award period since 1985, a peer review was to
occur. We believe, however, that more information on effectiveness of
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111Mli
Documents Missing
From Official Files

services should be provided by Vision Quest for review by these teams.
As part of this effort we continue to believe dust, as a minimum, Vision-
Quest should be required to provide information to Milli' on the destina-
tions and other pertinent details of Cubans leaving its programs. We do
not believe that WARP needs a mandate to obtain such post-discharge
data, nor that obtaining these data would be a financial burden to
Vision Quest or RMIIP.

All pertinent documentation relating to the financial management and
administrative aspects of a particular grant or cooperative agreement
must be maintained in the official file by the responsible grants manage.
ment officer, according to the ims Grants Administration Manual. In
addition to project proposals and accompanying budget requests submit-
ted by applicants and award notices issued by NIMII, documents to be
maintained include (1) records of negotiations and eventual agreements
of project budgets, (2) written requests for rebudgeting of funds among
cost categories and written approvals to do so, and (3) grant/cooper, I-
tive agreement monitoring statements.

The official files on Vision Quest made available to us by the grants man-
agement officer did not include all the documentation required (as dis-
cussed below). As a result, we could not determine whether NMI and
Vision Quest had fully complied with iitts and PUS policies concerning the
cooperative agreement awarded for Cuban entrant services.

Supporting Documents for
Approved Budgets Not on
File

For each cooperative agreement award period, separate budgets and
narrative proposals were to be submitted by Vision Quest and separate
award notices issued by NIMII. In some instances, however, Vision Quest
budgets were submitted without detailed narrative proposals outlining
program objectives and explaining how the funds would be used. In gen-
eral, Vision Quest received about the same amount of funds it requested
in its budget submissions, these documents revealed. When the amounts
requested and awarded differed, we found no documents indicating
whether NIMII had negotiated with Vision Quest on each line item of the
budgets. For example, in award period 2, Vision Quest requested
$1,590,607 and received $1,509,608. The distribution of funds ;Imono,
cost categories shown in the award notice, however, differed from the
amounts in the budget application.

During award period 3, Vision Quest requested $3,403,965 and $274,500
in separate budget applications and received those exact amounts from
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NIMII. The various cost categories for these two awards were funded for
the exact amoui_.s requested by Vision Quest. In early January 1985,
these two projects were extended for 3 months and formal award
notices amounting to $850,975 and $68,625 (one-fourth of the previous
12-month awards) were issued by NIMII. There were no proposals or bud-
gets for the extensions of these two projects in the official files to
explain how the funds would be spent by cost category.

nits, in its written comments, stated that letters dated January 16, 1985,
were received by RMIIP reflecting the additional amounts$850,97F and
$68,625by cost category. These letters were not in the official files
when we conducted our audit.

For award perioas 4, 5, and 6, we could i.ot compare the budget applica-
tions with the award notices by cost category to d4termine why the bud-
gets had changed. The official file lacked documentation of the
negotiations between Vision Quest and NINIII. Nor were there suppcning
data as to which items within a cost category had been deleted,
decreased, added, or increased. As a result, for example, we could not
determine within the "personnel" cost category the number of Vision-
Quest staff positions to be funded or what the authorized salaries for
these staff were. Within the "direct client expense" cost category, we
could not tell which participant cost items (e.g., food, clothing,
allowances) were changed during budget negotiations.

In award period 5, Vision Quest was issued an award notice for $419,158
by NIMII, which extended its project by 2 months. As with award period
3, there was no narrative proposal or budget request for this extension
in the official files to explain how the funds would be spent. We could
not determine how the $419,158 estimate was developed.

In its written comments inis explained that Vision Quest on vember 5,
1985, requested $3,075,550 for award period 5 and on December 9 1985, .

the Special Review Committee recommended for approval that same
amount of funding. Accordir.g to iiiis's comments, because of budget
uncertainties, full funding was not immediately forthcoming and the
$419,158 referenced in our report represented the final increment of the
total approved budget of $2,976,160 for award period 5. The documents
mentioned in these comments were not made available to us during our
audit.

IIHS said also that RMIIP and VisionQuest officials negotiated award
period budgets verbally by telephone before written budget proposals
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were submitted by Vision Quest. HHS acknowledged that RMHP had not
prepared documentation as support for these negotiations. A memoran-
dum for the record should be included in the file to document the negoti-
ation process, HHS agreed, saying this will occur in the future.

Funds May Have Been
Rebudgeted Without
Authorization

A basic condition of the cooperative agreements was that Vision Quest
could not rebudget funds among cost categories without prior written
approval from NIMH.

In November 1985 during award period 4, Vision Quest submitted two
written requests to Nam to rebudget funds from one cost category to
another, the files showed. In neither case, however, did they indicate
that NIMH approved these requests. The reprogramming requests
involved $458,896 and $65,564, respectively, for a total of $524,460.
Because detailed expenditure data were not submitted to NIMH, we could
not determine whether Vision Quest actually rebudgeted the funds as it
requested. In August 1986, Vision Quest requested authorization to
rebudget among cost categories. NIMH approved this request on Septem-
ber 22, 1986.

Although we found documentation of only three rebudgeting requests,
Vision Quest may have rebudgeted funds on other occasions, primarily
because of the uncertainties regarding the admission of participants into
the program and how long they would remain.

We discussed these issues with the staff of the HHS OIG, who agreed to
gather detailed expenditure data, by cost category from Vision Quest.
With these data they will be able to ascertain the purposes for which
federal funds were spent, assess whether Vision Quest rebudgeted funds
among cost categories, and determine whether prior approval from NIMH
had been obtained.

Based on preliminary information obtained from the HHS OIG, Vision-
Quest routinely rebudgeted funds among cost categories without
requesting or receiving prior authorization from NIMH to do so. Further,
these rebudgeting actions were not reported to NIMH after they took
place.

Monitoring Statements
Not Maintained

During the time Vision Quest received funds through the NIMH coopera-
tive agreements for the Cuban entrant program, NIMH officials made sev-
eral formal site visits and other informal monitoring visits to
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On-Site Program Evaluations by
NIMH

Financial Management Report by
Accounting Firm

Vision Quest headquarters in Tucson. In addition, a public accounting
firm analyzed Vision Quest's financial management and accounting sys-
tems when it first started receiving funds for the Cuban program and
issued an advisory report in December 1983. In 1986 and 1987, a public
accounting firm conducted audits and reports were issued on each.
These reports (described in more detail below) included findings and
recommendations to Vision Quest to improve its programs. In such cases,
NIMH (the responsible agency) was to prepare monitoring statements to
ensure Vision Quest gave full consideration to the recommendations and
took appropriate action. The official file included no monitoring state-
ments to show whether these items were resolved.

At the conclusion of most on-site and monitoring visits, NIMH officials
made suggestions or recommendations to Vision Quest officials to con-
sider or act on to improve various aspects of the Cuban program,
according to documentation provided by NIMH. Some recommendations
dealt with the administrative or financial responsibilities of the NIMH
grants management officer. The official cooperative.agreement file
maintained by this official, did not, however, include follow-up data to
show whether the recommendations were being implemented or that
other NIMH officials were monitoring the Vision Quest program to ensure
that recommendations were implemented.

Although its December 1983 advisory report included only limited anal-
yses and reported that Vision Quest had basic financial controls gener-
ally in place, the public accounting firm made several specific
recommendations. Two, dealing with financial controls, were that
Vision Quest

oubmit a detailed proposal to NIMH to obtain formal approval for reim-
bursement of indirect costs and
establish a separate general ledger for federal cash, which would be rec-
oncilable to required reports submitted to federal agencies.

Another recommendation was that NIMH assess Vision Quest's overall
management to determine alternative means of managing the program.
The accounting firm questioned Vision Quest's modifications to its Amer-
ican program to accommodate the Cuban entrants and its reluctance to
articulate short-term goals for the Cuban participants in its management
plan. The official files included no evidence that these recommendations
were monitored by NIMH and/or implemented by Vision Quest.
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Audit Reports by Public
Accounting Firm

HHS, in its comments, said that since 1985 in addition to review panels,
an annual peer review program has evaluated the quality of Vision-
Quest's program. According to HHS, based on the review of outside
experts, RMHP program staff have determined that the quality control
procedures in place have adequately assessed Vision Quest's manage-
ment plan and that it is acceptable. Consequently, implementation of the
accounting firm's recommendations were not pursued. We asked the
NIMH grants management officer for documentation relating to these
issues, but were told that no documents had been prepared to specifi-
cally support these comments.

HHS stated also that the director of financial planning for Vision Quest in
a May 5, 1986, letter to RMHP explained that a separate ledger for federal
cash was not necessary because Vision Quest's system of job costing
clearly identified federal grant and cooperative agreement expenditures.
HHS's comments indicated that the NIMH Grants Management Officer
accepted this explanation.

We obtained a copy of this letter, which was prepared 30 months after
the accounting firm's advisory report had been issued. As discussed
below, however, another public accounting firm's audit report covering
Vision Quest's fiscal year ending June 30, 1986, again cited Vision Quest's
failure to maintain separate general ledgers and cash accounts for each
of its federal programs. HHS did not comment on this statement.

The public accounting firm's audit report on Vision Quest's fiscal year
ending June 30, 1986, which was the first audit report that covered
Vision Quest's Cuban program, cited several noncompliance findings.
These included Vision Quest's failure to maintain separate general ledg-
ers and cash accounts for each of its federal programs (i.e., NIMH and
cRS) and to file financial status reports in a timely manner. Also noted
were discrepancies in the way Vision Quest allocated burden costs (indi-
rect costs) among its programs.

There was no evidence (i.e., a grant monitoring statement) in the official
files that these recommendations were implemented or the findings
otherwise resolved, as required by HHS grant administration policies.

The NIMH files contained no documentation to show that the ORR award
and the first three NIMH awards to Vision Quest were audited. During
these four award periods covering 45 months, ORR and NIMH awarded
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Indirect Cost Rates
Not Developed for
Vision Quest

about $9.3 million for this program. A standard condition of the Vision-
Quest cooperative agreement required an independent audit zf federal
funds at least every 2 years.

In May 1988, a second audit report on Vision Quest, covering its fiscal
year ending June 30, 1987, was issued by a public accounting firm and
part of this report dealt with federally funded projects. This report dis-
cussed several problems, but no recommendations were addressed to
Vision Quest.

Generally, when an organization receives federal funds through a grant,
cooperative agreement, or contract, develops a budget, and incurs
expenses, it designates costs as direct or indirect, i.e.:

A direct cost is any that can be identified with a specific cost objective
or a grant, cooperative agreement, or contract. Examples include: per-
sonnel assigned to a particular grant project or equipment purchased for
use in a specific project.
An indirect cost is one identified with two or more cost objectives. After
direct costs have been identified in total, an indirect cost rate is devel-
oped to determine the indirect cost amounts applicable to each project.
Indirect costs are accumulated by logical cost groupings to permit distri-
bution of the groupings on the basis of the benefits accruing to the sev-
eral cost objectives. Examples of indirect costs include: administrative
staff whose efforts benefit several grant projects, automatic data
processing equipment shared by several programs, and rental costs for
office space used by staff not assigned to a particular grant or coopera-
tive agreement project. The allocation process to arrive at an indirect
cost rate takes into consideration the estimated indirect costs and the
extent to which these costs are applicable to all projects, including those
funded by federal agencies.

During the 1980s, Vision Quest provided services under contracts with
several state and county law enforcement agencies, in addition to the
services for Cuban entrants funded with federal grants and cooperative
agreements. The approved budgets for Vision Quest's federal projects
may have included provisions for costs that could not be directly attrib-
uted to these federal projects. Vision Quest did not, however, categorize
these as indirect costs, but as "burden allocation," and included them in
the cooperative agreement budgets as part of direct costs. No explana-
tion of why Vision Quest was permitted to charge these as direct costs
was contained in NIMH'S official file. Nor was there evidence that NIMH
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Vision Quest Did Not
Submit Required
Expenditure Reports

received a full explanation of the basis (items included as burden) for
the "burden allocation" estimated by Vision Quest or that the federal
Cuban entrant program was charged no more than its fair share of these
costs.

An ADAMHA official agreed with our assessment that (1) the Vision Quest
burden allocation costs should have been categorized as indirect costs
for each fiscal year, (2) the items included as burden should have been
reviewed by HHS or ADAMHA, and (3) an appropriate indirect cost rate
should have been developed for each fiscal year that Vision Quest
received funds from NIMH. ADAMHA in May 1988 requested information
from Vision Quest on the items identified as burden allocation and how
the NIMH share was computed, an ADAMHA official told us. As of Decem-
ber 9, 1988, however, Vision Quest had not responded to this request.

Vision Quest requested about $2.4 million for "burden allocation" during
the six award periods covering January 1983-February 1988, we calcu-
lated. Between award periods 1 and 6, the ratio of estimated burden
allocation costs to total estimated cooperative agreement costs in the
approved budgets increased from 8 to 21.4 percent. But we could not
substantiate that the burden amounts Vision Quest claimed were appro-
priate, as the official file included no data to document how Vision Quest
developed these budget amounts.

The HHVOIG staff agreed to obtain data from Vision Quest records on
"burden allocation" amounts charged as expenditures to the Cuban
entrant cooperative agreements. HHS in its comments stated that ADAMHA
is committed to review Vision Quest's burden allocation in fiscal year
1989.

PHs requires grant and cooperative agreement recipients to submit a
report of expenditures, the Financial Status Report. Required at least
annually for each budget (award) period, the report is to be submitted
no later than 90 days after the close of an award period, unless the
awarding agency extends the reporting time.

Vision Quest received cooperative agreement funds from NIMH for seven
award periods from January 1983 to October 1988. The firm submitted
no financial status reports until March 1986, about 2 months after NIMH
award period 5 started, when it simultaneously submitted reports for its
first four NIMH award periods. All four reports were revised at the direc-
tion of the NIMH grants management officer. They were put into final
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form and accepted by NIMH in July 1986. (Data from these reports and
for award period 5 appear in table 1.4.) According to PHS criteria, the
financial status reports should have been submitted for NIMH award
periods 1 though 4 by October 1, 1983, April 1, 1984, July 1, 1985, and
April 1, 1986, respectively.

Table 1.4: Summary of Vision Quest MIIIMM=IIIMMIIIIMMI
Financial Status Reports Award Amount Amount Budget Budget
(Jan. 1981-Nov. 1986) period awarded spent surplus deficit

ORR $1,652,602 $1,694,065 $41,463

NIMH:

1 1,456,190 1,321,803 $134,387

2 1,590,608 1,587,644 2,964

3 4,598,065 4,667,887 69,822

4 2,775,796 2,860,661 84,865

5 2,976,160 2,746,171 229,989

Totals $15,049,421 $14,878,231 $367,340 $196,150

Source: Vision Quest financial status reports.

Failure to submit required reports within the time allowed may result,
according to the HHS Grants Administration Manual, in various enforce-
ment actions. These include suspension or termination of an active grant
or cooperative agreement, withholding of additional awards, withhold-
ing of payments, or changing to the reimbursement method of payment.
If the recipient provides an acceptable explanation for the late submis-
sion of a report, PHs policy allows the awarding office to waive the
reporting requirement or set a new due date. No documentation was on
file to show that NIMH officials granted a waiver or extension or initiated
enforcement action.

The total funds approved for Vision Quest for award period 6 were
decreased by $171,190, NIMH records showed. This, according to the NIMH

award notice for award period 6, was the amount of carryover funds
available at the end of award period 5. But by our calculations, this fig-
ure was arrived at by subtracting the cumulative amount spent from the
cumulative amount awarded for Vision Quest's first six award periods.
This was improper, because PHS guidelines require a separate financial
report for each award period, not combined reports as NIMH permitted in
relation to Vision Quest's program.

Further, if the recipient reports a deficit on the financial status report,
PHS guidelines require the grants management officer : nd the recipient
organization to discuss the possibility of requesting supplemental funds.
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If the financial status report shows a balance of funds at the end of the
award period, the grants management officer may

1. subtract the unobligated balance from the federal share of the
approved budget amount prepared for the next award period,

2. increase the amount of funds authorized for the next award period by
the unobligated balance reported, or

3. ask the recipient organization to return the unobligated funds to NIMH.

According to these criteria, which specifically refer to separate adjust-
ments for each award period, Vision Quest should not have been allowed
to combine surpluses and deficits for six award periods. (See table 1.4.)

For budget period 6, Dec. 1, 1986-Feb. 29, 1988, Vision Quest reported
spending $2,540,642 of the $2,606,995 it was awarded and that it had a
$66,353 surplus. The NIMH initial period 7 award notice did not indicate
that Vision Quest had a surplus from award period 6.

In its written comments on a draft of this report, mis explained that
NIMH was not provided with a copy of the ORR award period files and
that it therefore had no knowledge of the closeout activities for this
award period. According to mis's comments, NIMH considered the closing
balance of the ORR award period to be zero until Vision Quest submitted
an expenditure report showing that it overspent the ORR cooperative
agreement by $41,463. inis said that necessary adjustments may be
made after mis's OIG issues its audit report.

HHS stated also that it was NIMH'S intent to retain funds within each
cooperative agreement's project period to allow Vision Quest maximum
flexibility toward adequate funding. Also, HHS said that verbal assur-
ances had been given that unobligated balances would be available as
carryover. But until financial status reports were received and
processed, HHS added, NIMH could not take formal action.

Despite mis's explanations of these issues, we continue to believe that
the NIMH grants management officer did not carry out his duties as
required by federal law and regulations in that he did not require
Vision Quest to submit required financial status reports on time. We
believe he compounded the problems by not complying with federal
requirements to document funding and carryover decisions in official
files.
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Finally, we sought specific evidence that Vision Quest was permitted to
spend more funds for the ORR award period and NIMH award periods 3
and 4 than had been authorized in the official cooperative agreement
award notices. But NIMH provided no such documentation during our
audit.

Leasing Arrangements
Not Documented at
NIMH

Details of the leasing arrangements for living facilities, vehicles, equip-
ment, and furniture between Vision Quest and various lessofs were not
documented in NIMH'S official files. Thus, we could not determine the
allocability of the costs Vision Quest charged to the Cuban entrant coop-
erative agreements.

According to Federal Acquisition Regulations, rental costs incurred
through leases are allowable provided the rates are reasonable when the
arrangements are decided and the following have been considered: (1)
rental costs of comparable property; (2) market conditions in the area;
(3) the type, life expectancy, condition, and value of the property to be
leased; and (4) available alternatives. The NIMH official files included no
documentation as to these considerations. Also, the budget proposals
submitted by Vision Quest concerning lease agreements included only
general descriptions of the types of property to be rented.

Lease costs included in the cooperative agreement budgets funded by
NIMH from 1983 to 1988 totaled about $1.3 million. Some of the lease
agreements charged to the Cuban entrant program were for property
leased to Vision Quest by its stockholders and employees (related par-
ties). Because Vision Quest's budget proposals included only general
information on the types of property to be leased, we could not deter-
mine the extent to which Vision Quest entered into leases with related
parties. Furthermore, since no formal documentation was prepared on
the budget negotiations between Vision Quest and NIMII, details on the
ownership, age, value, or condition of the leased property were not
included in the official file.

According to NIMH officials, Vision Quest preferred to lease property
rather than procuring new property for the Cuban entrPnt program.
Vision Quest and NIMH believed that the lease approach would be in the
best interests of the federal government. Lacking documentation, we
could not determine that this was the case.
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IMM=SMIIiEll
Conclusions and
Recommendations

We discussed with the HHS OIG staff the issues of Vision Quest's leasing
arrangements and the related charges to the NIMH cooperative agree-
ments. They agreed to obtain documents and records from Vision Quest
to ascertain the leasing costs charged to the Cuban project and the
extent and propriety of Vision Quest's leases with related parties.

NIMH did not carry out its overall administrative and program monitor-
ing responsibilities as required by HHS and PHS policy statements. Also,
NIMH did not follow its established internal control guidelines and
enforce program requirements, including the provision that Vision Quest
arrange for independent audits of its federal projects at least every 2
years.

Also, Vision Quest may have rebudgeted funds without prior approval
from NIMH, according to NIMH documents we reviewed, and the way that
Vision Quest leased property and charged these costs to the cooperative
agreements may have violated federal regulations. Indirect cost rates
were not developed for any award periods.

Finally, in addition to Vision Quest, NIMH since 1983 has funded other
organizations through the RMHP to conduct community-based treatment
programs for Cuban entrants. If NIMH administered the cooperative
agreements with these other organizations in the same way as the
Vision Quest projects, similar deficiencies and oversights may have
occurred.

Therefore, we recommend that the Secretary of HHS direct PHS grants
management and program officials to

evaluate NIMH'S procedures, activities, and records relating to Vision-
Quest's cooperative agreements and obtain and develop needed docu-
mentation to bring NIMH'S official files into compliance with PHS policies,
and
review NIMH'S administration of all cooperative agreements for
community-based treatment of Cuban entrants to determine whether
NIMH carried out its responsibilities in compliance with PHS policies.

41611111011111

Agency Comments HHS in its written comments concurred with our recommendations. HHS
stated that for the major issues cited, NIMH has taken corrective action to
bring its files into compliance with PHS policies. HHS indicated that NIMH
grants management and RMHP officials have initiated a process for
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reviewing and monitoring their administrative procedures. HHS said PHS
would ensure that these recommendations are implemented during fiscal
year 1989.

HHS also furnished technical comments on various segments of the report
to clarify and augment tie facts we presented. These technical com-
ments have been included, as appropriate, in the report. ims's complete
comments are included in appendix II.
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_......,..

_d
if /X DEPARTMENT OF HEALTH & HUMAN SERVICES

'Mr

Mr. Lawrence H. Thompson
Tssistant Comptroller General
U.S. General Accounting Office
Washington, D.C. 20548

Dear Mr. Thompson:

DEC 91938

Office of inspector Gerera!

Washington. D.C. 20201

Enclosed are the Department's comments on your draft report,
"National Institute of Mental Health: Inadequate Administration
of VisionQuest Projects." The enclosed comments represent the
tentative position of the Department and are subject to
reevaluation when the final version of this report is received.

The Department appreciates the opportunity to comment on this
draft report before its publication.

Enclosure

Sincerely yours,

1

Richard P. Kusserow
Inspector General
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COMMENTS OF THE DEPARTMENT OF HEALTH AND HUMAN SERVICES
ON THE GENERAL ACCOUNTING OFFICE'S DRAFT REPORT,

"NATIONAL INSTITUTE OF MENTAL HEALTH:
INADEQUATE ADMINISTRATION OF VISIONQUEST

PROJECTS," OCTOBER 1988

GENERAL COMMENTS

We appreciate the opportunity to comment on the
General Accounting Office (GAO) draft report. Although
we acknowledge the obvious efforts of the GAO auditors, we
believe that the content of the report does not accurately
describe the nature of the VisionQuest program or its
administration by the Public Health Service (PHS). Further-
more, the report neither recognizes nor incorporates
conversations with officials of the Refugee Mental Health
Program (RMHP), National Institute of Mental Health (NIMH),
U.S. Public Health Service (PHS), concerning problems and
issues cited in the GAO report, wh'ch problems have, In
fact, already been corrected or are In the process of
being corrected.

In order to present an accurate picture, we request that the
report set out the history and emergency circumstances out of
which the subject VisionQuest Cuban program was conceived.
Therefore, the following information should be included in
the introduction of the GAO report:

In April 1980, a massive flow of Cuban
entrants took place from the Port of
Mariel, Cuba, to the United States. A
total of 125,000 Cubans ("entrants")
arrived in the United States between
April and October 1980, which represented
an unprecedented flow of people to this
country. It is important to note that
this migration was totally unanticipated,
that the entrants typically arrived with
no documentation, and that a significant
number of people with mental disorders
and/or criminal backgrounds were a part
of the entrant group.

As the United States, through various
components and Agencies, including the
PHS, was responding to the emergency by
attempting to resettle the entrants,
disturbances erupted In various refugee
camps around the country. As a result of
these disturbances, and numerous press
reports of severe criminality and mental
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Illness among the entrants, a public
perception was created which was
generally negative, especially toward
those entrants with any social
disabilities or mental Illness. A oirect
effect of this negative perception was
that communities around the country
resisted the establishment of local
treatment programs for the Cubans. The
responsibility to provide mental health
services to the Cuban entrants presented
an unprecedented challenge to NIMH. The
Refugee Mental Health Program (formerly
the Cuban/Haitian Mental Health Unit)
aggressively pursued any and all mental
health providers which had expressed an
Interest In working with this population.
Providers had to be willing to treat a
unique population of clients who
presented many problems, including
clients who were illiterate in their
native language as well as English, who
usually possessed no Job skills, who were
minorities, who had been
Institutionalized most of their lives,
and who came from a communist society
with no awareness of the responsibilities
of living In an open democratic society.
Furthermore, the challenge Included
dealing with a chaotic atmosphere which
was created by the emergency immigration.
Hence, providers had to be willing to
provide clinical services in a
bilingual /bicultural environment to a
largely unknown and unstudied culture and
population. Moreover, providers who
ag-eed to work with this population
incurred great risk to their existing
operations. Typically, willing providers
had to face public resistance, difficulty
with and harassment by local licensing
,agencies and political units (such as
city councils), and negative and often
inflammatory press coverage.

As a result of these risk factors, It
became nearly impossible to attract
providers. VisionQuest, In spite of the
Inherent risks, agreed to establish a
specifically designed program for Cuban
entrants.
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See p. 33.
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The following comments are provided to the specific GAO
Recommendations.

c, ..NDATIONS

GAO recommends that the Secretary of Health and Human
Services:

Direct PHS grants management and program officials to
evaluate NIMH's procedures, activities, and records
relating to V'sionQuest's cooperative agreements, and
obtain and develop needee documentation to bring NIMH's
official files into com.sliance with PHS policies.

Department comment:

We concur. Welt documented files that conform to PHS
policies are consistent with NIMH goals. However, ve believe
that the major issues cited in the report show that
corrective ac,lon, where indicated, has been taken or Is
being taken to bring the files completely into compliance.
Periodic monitoring will be initiated to assure that
compliance Is maintained.

GAO recommends that the Secretary_ c:. ° ealth and Human
Services:

-- Direct PHS grants management and program officials to
review NIMH's administration of all cooperative
agreements for community-based treatment of Cuban
entrants, to determine whether NIMH carried out its
responsibilities In compliance with PHS policies.

Department comment:

We concur. The NIMH grants management and RMHP officials
already have initiated an Internal process for reviewing
and monitoring their administrative procedures. PHS
officials will work in conjunction with NIMH staff to
assure that this recommendation Is carried out In Fiscal
Year 1989.

The following Technical Comments are provided to correct
inaccuracies in the GAO report. The below headings and
page numbers correspond to GAO report headings and page
numbers.
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TECHNICAL COMMENTS

HHS AND JUSTICE RESPONSIBLE
FOR CUBAN ENTRANTS (Page 18)

The last two sentences of this section state that "774
Cubans" received RMHP services and that "1,300 Cubans" remain
Institutionalized in prisons and mental hospitals. These
figures Should be corrected to read "1,774 Cubans" and "3,245
Cubans," respectively.

TREATMENT PROVIDED IN
THREE COMPONENTS (Page 19)

This section of GAO's report Includes a number of
inaccuracies. NIMH, PHS, and the Justice Department are
referred to as if each had direct responsibility for
administering the VisionQuest program. NIMH, through the
RMHP and cooperative agreements, does directly administer the
VisionQuest program, as well as other residential treatment
programs which provide psychiatric care to Cuban entrants in
community based residential facilities. PHS develops and
administers interagency agreements between the Department of
Justice and other PHS components (of which NIMH is a part)
which relate to the Cuban program, including funding. The
Justice Department, specifically the Immigration and
Naturalization Service (INS), has the ultimate legal
responsibility for the individual Cuban entrants. Nowever,
while an entrant is being treated in an outplacement project,
he or she is on parole to the RMHP. There must be
concurrence between the local project director, the NIMH
government project officer and the INS before admitting and
discharging entrants to and from outplacement projects.

Another erroneous statement (page 19) is that Cuban entrants
have been "placed in the system according to assessments
conducted by NIMH, PHS, or Justice." However, the roles of
these three organizations vis a vis an entrant's placement
are very different. The Justice Department determines
whether an entrant may be released from prison as a potential
candidate for an outplacement program. The entrant may then
be evaluated by RMHP project staff as a potential candidate
for a RMHP outplacement program.

The report lists "three major components" of the NIMH Cuban
program to Include the Atlanta Federal Penitentiary. The
prison is not a component of NIMH or the NIMH Cuban program,
and is, instead, a part of the Bur6cu of Prisons. However,
mental health consultants hired by the RMHP do conduct mental
health evaluations of Cuban entrants in the Atlanta
Penitentiary.
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VISIONQUEST NATIONAL, LTD.
PROVIDES YOUTH SERVICES (Pages 22-23)

The statement that no data had been compiled by NIMH on the
number of Cubans who have participated in-the HomeQuest
program is incorrect. Although data was not available in the
exact form in which it was requested, such data was readily
retrieved and given to the GAO auditors (the type of
information requested was available in client records which
are kept in the RMHP office).

VisionQuest maintains ongding client records on a daily
basis. The RMHP office maintains clinical records on all
entrants, which include mental health evaluations, client
progress reports, special incident reports, and ether related
material. In addition, upon discharge, the entire client
file is returned to and maintained by the RMHP.

The report stated that NIMH had not kept data on t..e actual
number of Cuban entrants referred to the Community Relations
Service (CRS) program (page 23). However, VisionQuest is
required to submit monthly and quarterly reports to the RMHP.
These reports summarize admissions, discharges, programmatic
activities, and other statistical information, including
whether an entrant has been referred to CRS. It was
explained to the GAO auditors that the RMHP is in the process
of computerizing admission, discharge, and other entrant
data. Copies of such tables, which included referrals to the
CRS aftercare program, were supplied to the GAO auditors.

FUNDING NOT RELATED TO
CUBANS PARTICIPATING (Pages 29-32)

The GAO report (pages 29-31) suggests that VisionQuest
funding should have been adjusted to the actual, as opposed
to the projected, number of entrants sent to the program.
However, the VisionQuest Cuban entrant project has features
distinct from other VisionQuest activities, which require
unique staffing characteristics such as bilinguai/bicultural
capacity. Thus, staff were not readily transferable, as
described below, and VisionQuest would be in an untenable
position if they were asked to hire and fire staff based on
current capacity.

It is correctly pointed out in the GAO report (page 31) that
the cooperative agreement states that NIMH will try to
maintain maximum capacity but cannot guarantee that the quota
will be met. NIMH reserves the right to renegotiate the
budget to make it commensurate with actual number of entrants
received. However, various factors impact this right and
were discussed with the GAO auditors. For instance, in
addition to the ongoing variability of the census, there was
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a period between December 1984 and September 1985 when no
admissions or discharges were permitted for any program. The
capacity to admit entrants had to remain at the funded level
so that the program could retain its ability to respond when
admissions were again allowed. In another case, because of
budget cuts, the budget had to be renegotiated and the
project census had to be decreased by fifty percent.

The report acknowledges fixed costs bu: does not give any
weight to them (page 32). The auditors seem to have assumed
that the fixed costs of this program are minimal. They also
have assumed that the Cuban program shares costs associated
with other, completely distinct, VisionQuest programs. For
example, the GAO report refers to costs of personnel as if
such costs could be adjusted in ratio to patients. Many of
these costs, which in a normal environment could be adjusted
with little effect on the program, cannot be adjusted under
the Cuban program. Also, the Cuban entrants are not allowed
to mingle or become homogenous with VisionQuest's State and
local participants. Besides the language and cultural
differences between the Cuban and American VisionQuest
clients, the mingling of the client populations is not
possible because of the age and criminal background of many
of the Cuban entrants. Hence, these costs should more aptly
be referred to as inflexible costs. Costs that are fixed and
inflexible are also due to the discretionary aspects and
unpredictable neare of the program (also see below).

PARTICIPATION OF SOME
CUBANS "LONG" (Page 33)

The report noted that entrants' length of stay in the program
was "long" prior to the issuance of the RMHP term admission
policy In 1986. It is true that many entrants remained in
the program for longer periods during the early years of the
program than in more recent years. In early years, the Cuban
entrant was a unique type of client, differing in many ways
from the population the program had dealt with in the past.
Many had spent years in prison, some were Illiterate in their
own language, and they all were from a communist country with
a different culture. Little was known at the time about how
to treat them. Treatment concepts evolved as staff gained
experience. Also, in the early years of the program, there
was no CRS program. Moreover, as stated before, there was a
long period of time in 1985 during which discharges were not
allowed.

EFFECTIVENESS OF SERVICE AND
TREATMENT NOT EVALUATED (Pages 35-36)

The report criticizes program officials for not instituting
an evaluation program or a follow-up program. However, in
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1985, the RMHP instituted a Peer Review Program. The program
consists of annual peer reviews of the RMHP supported
programs by mental health experts from outside of the
Government, and experts within the Government but external to
the RMHP. The purpose of the Peer Review Program is to
evaluate and improve the quality of the projects. A standard
protocol is used as a guide, in addition to the professional
judgment of the consultants. Also, prior to each new
competing continuation award, a rigorous panel review is
conducted on each applicant. The panel is comprised of
experts outside the RMHP. Thus, program evaluation is, in
fact, an integral part of the RMHP operations.

Regarding the follow-up of clients, it is true that the RMHP
has not conducted post-discharge studies. The RMHP is
interested in pursuing such studies, but has not received any
mandate, funding, or staff to undertake such a program. In
other words, the RMHP mission and funding would have to be
expanded in order to undertake such a responsibility. In
addition, there are many legal issues which would have to be
addressed before consideration could be given to instituting
follow-up activity. These issues would include determining
PHS authority for follow-up after a client is discharged, and
determination of the right to intrude in an entrant's life
after he or she is taken off parole and has become a free
agent (see 45 C.F.R. Part 46).

SUPPORTING DOCUMENTS FOR APPROVED
BUDGETS NOT ON FILE (Pages 37-39)

The GAO auditors nave expressed concerns that funding amounts
awarded to VisionQuest by the RMHP were generally consistent
with funding amounts requested by VisionQuest. It was
explained to the GAO auditors during meetings with NIMH staff
that the RMHP has a set budget, that a determination is made
in advance of VisionQuest's actual budget submission as to
how much may be requested, and that budgets are negotiated
verbally by phone prior to application submission and award.
An awardee's budget documents reflect an agreement reached
during those negotiations. Subsequent changes to an award
reflect the need to tailor individual categories to the
format of the Notice of Award. We agree, however, that a
memorandum for the rcs.ord should be included in the file to
document the negotiation process, and this will occur in the
future.

The auditor's statement that there were "no proposals or
budgets for the extensions of these two projects" Is
incorrect (page 38). Letters dated January 16, 1985, were
received from VisionQuest reflecting the total additional
dollars by cost category.
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The ref(' ence to a similar situation in the 05 budget period
is also inaccurate (page 39). The total funds requested by
Visionquest on November 5, 1985, and recommended for approval
by the Special Review Committee on December 9, 1985, for
the 05 budget period were $3,075,550. Because of budget
uncertainties, full funding was not immediately forthcoming.
The $419,158 referenced in the report represented the final
increment of the total approved budget of 2,976,160 funds
for the 05 year.

FUNDS MAY HAVE BEEN REBUDGETED
WITHOUT AUTHORIZATION (Pages 39-40)

We disagree with the auditor's statement that only two
rebudgeting requests are documented in the files. A third
was discussed with an auditor and documentation was provided.
A letter of August 12, 1986, requested the rebudgeting and
the Notice of Award, dated September 22, 1986, reflected
NIHM's approval of the request.

FINANCIAL MANAGEMENT REPORT
BY ACCOUNTING FIRM (Page 42)

The report states that the official files show no evidence
that the recommendations of a public accounting firm
regarding Visionquest's management plan, were monitored or
implemented by the NIMH or Visionquest. However, the 1983
Government Project Officer took considerable issue with that
firm's comments on what were essentially programmatic issues.
A panel of mental health professionals reviewed Visionquest's
application, including its management plan, and found it to
be acceptable. Program officials accepted the panel's
recommendations. Since 1985, in addition to review panels,
an annual oeer review program has evaluated the quality of
the program. Based on the review of outside experts, program
staff have determined that the quality control procedures in
place have adequately assessed the management plan and that
it Is acceptable. For these reasons, implementation of the
CPA's recommendations were not pursued.

AUDIT REPORTS fri PUBLI
ACCOUNTING FIRM (Pages 42-43 and 52)

We disagree with GAO's statement that there is no
documentation in the official files regarding the
establishment of a separate ledger for cash. The Director of
Financial Planning for Visionquest, in a letter dated
May 5, 1986, discussed the issue of separate ledgers for cash
accountability, which had been recommended by the cost
advisor/CPA. Her response was that such a separation was not
necessary since Visionquest's system of Job costing clearly
identified grant versus non-grant expenditures.
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Additionally, she indicated that Division of Federal
Assistance Financing reports were reconcilable to
VisionQuest's "Job Cost to Date" reports. This was accepted
by the NIMH Grants Management Officer.

INDIRECT COST RATES NOT
DEVELOPED FOR VISIONQUEST (Pages 44-46)

Last May, the Alcohol, Drug Abuse, and Mental Health
Administration (ADAMHA) requested that VisionQuest provide
information, for the development and. establishment of indirect
cost rates. 'ADAMHA is committed to review the VisionQuest
"Burden Allocation" in Fiscal Year 1989.

REQUIRED EXPENDITURE REPORTS
NOT SUBMITTED (Pages 46-50)

Table 1.4 (p. 48) of the report does not accurately depict
VisionQuest's financial status reports. First, the "budget
deficit" incurred during the period of Office of Refugee
Resettlement (ORR) administration of the project
(July 1, 1981 - December 31, 1982) was not a deficit per se.
Documentation in the official files clearly demonstrates
approval of preaward costs incurred by VisionQuest prior to
the transition from ORR to NIMH. During the final months of
ORR support, VisionQuest was authorized to incur start-up
costs to be charged against the initial year of NIMH support.
The terms and conditions attached to the 01 year of the award
clearly demonstrate approval of the preaward charges for
screening and interviewing between September 25, 1982, and
December 31, 1982. Since NIMH was not provided the ORR
official files, NIMH has no factual knowledge regarding
pertinent closeout activities. Thus, the FSR for the 18
months of ORR support could not be officially revised. In
the interim NIMH has considered the ORR report to be a "0"
balance and has applied the $41,463 as if it were preaward
charges for the 01 year of the NIMH cooperative agreement.
Based on the results of the HMS Office of the Inspector
General audit, we will make any necessary changes.

It should be noted that ID( ause of the limited funding in the
Cuban program appropriation, it was NIMH's intent to retain
funds within each cooperative agreement's project period to
allow maximum flexibility toward adequate funding. Verbal
assurances had been given that unobligated balances would be
available as carryover. However, until the financial status
reports had been received and processed, no formal actions
could be taken. Upon receipt of the reports in March 1986
funds were moved forward for appropriate disposition within
the project period. As a result, th ! expenditure history
reflects unobligated balances of $92,924, $95,88E, and
$26,066 for the 01, 02 and 03 budget periods, respectively.
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The 04 year year reflects a deficit of $58,799. This amount,
which In retrospect should also have been treated as preaward
costs against the 05 year, was authorized by the NIMH Grants
Management Officer as legitimate charges against the 05 year.
Sinc the 05 year subsequently reflected a total balance of
$171,190, NIMH had no need to consider providing any
additional funding. As noted by the GAO auditors, the
$171,190 was used as a funding offset by NIMH against the 06
award. Disposition of the $66,353 balance from the 06 year
will be taken in the proposed 08 year.

Although the auditor's statements that financial status
reports were not submitted within the prescribed time frames
are accurate, VisionQuest has been in a current status for 3
years.
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Appendix III

Major Contributors to This Report

Human Resources
Division,
Washington, D.C.

(118237)

Linda Morra, Associate Director, (202) 275-1655
Larry Horinko, Group Director
Gregory Curtis, Evaluator-in-Charge
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