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INSURANCE FUND AND INSURANCE APPROPRIATION ACCOUNTING

1. 
REASON FOR ISSUE:  To update the Department of Veterans Affairs (VA) financial policy for uniformity in accounting for (1) recording financial transactions relating to the processing of collections, payments, and other financial transactions for the Life Insurance Programs, and (2) preparing and submitting reports as required by Treasury and Central Office (CO), as formerly contained in VA Manual MP-4, Part V, Chapter 8.

2. 
SUMMARY OF CONTENTS/MAJOR CHANGES: This directive sets forth the policies and responsibilities for accounting and reporting for all aspects of the VA's Life Insurance program.  The directive contains:

a.  Identification of the various funds and appropriations used in accounting for the Insurance programs;

b.  Responsibilities for performing the distinct accounting and reporting operations required to accurately and timely perform accounting for VA's Insurance Fund programs.

c.  References to implementing public laws.

d.  Definitions of terms to enhance understanding and prevent misinterpretation.

3. 
RESPONSIBLE OFFICE:  Accounting Policy and Reporting Division (241B), Veterans Benefits Administration (VBA) Finance Services Staff, Office of Resource Management.   

4. 
RELATED HANDBOOKS:  VBA Handbook 4580, Insurance Fund and Insurance Appropriation Accounting

5. 
RECISSIONS:  VBA Directive 4580 dated 10/31/1996.

6.  
RECERTIFICATION:  This document will be reviewed for revision or recertification 3 years from issue date, or sooner, if so directed by the Director, Finance Services Staff.








BY DIRECTION OF THE UNDER








SECRETARY FOR BENEFITS








Jimmy A. Norris








Director, Office of Resource Management
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INSURANCE FUND AND INSURANCE APPROPRIATION ACCOUNTING

1.
PURPOSE AND SCOPE

a. This directive prescribes the accounting policies, responsibilities, references and definitions that must be followed by all offices engaged in any phase of the VA’s life insurance program activities involving (1) recording collections, payments, and other financial transactions; and (2) preparing and submitting reports as required by Treasury and Central Office (CO).  

b. Insurance activities are handled primarily through the Regional Office and Insurance Center (VARO&IC) located in Philadelphia plus certain investing, reporting and reconciling activities performed by the VBA Central Office, Office of Resource Management, Accounting Policy and Reporting Division (241B).  Two major insurance programs are handled for VA on a fee-for-service basis by the Prudential Life Insurance Company.  Major activities performed by VBA organizations with impact for accounting and fiscal operations include: maintaining and updating life insurance policies; determining and paying benefit claims and policy dividends; issuing and collecting loans against policy benefits; and, collecting, investing and redeeming premiums with the U.S. Treasury to meet program needs.

c. As of the date of this directive, VA's active insurance programs are as follows:

Fund Symbol
Title

36X8132
National Service Life Insurance Fund (V Fund)

36X8455
Veterans' Special Life Insurance Fund (RS and W Fund)

36X4012
Service-Disabled Veterans Insurance Fund (RH Fund)

36X0120
Veterans Insurance and Indemnities (H Fund)

36X8150
U.S. Government Life Insurance Fund (K Fund)

36X4010
Veterans Reopened Insurance Fund (J, JR and JS Funds)

36X4009
Servicemembers Group Life Insurance Fund (SGLI)

2.
POLICY

VA’s insurance accounting and fiscal activities will be accomplished in a manner that will ensure:

a. Disbursement and collection of funds are in accordance with OMB, Treasury, VA and other federal internal control, accounting, and fiscal guidelines; 

b. Accounting and fiscal operations performed in a timely manner consistent with the necessities required by good accounting and fiscal practices; 

c. Assets are accounted for accurately and safeguarded against fraud, waste and misuse; 

d. Reports and reconciliations are accomplished according to OMB and Treasury directives and provide program officials timely and meaningful data; and, 

e. Investments in the insurance programs are handled in a manner that ensures maximum dividends for participating veterans and premiums are held as low as possible, while maintaining fund integrity.

3.
RESPONSIBILITIES 
a. These policies will be implemented at the Regional Office & Insurance Center level as follows:

(1)  The Finance Officer is responsible for the proper operation of insurance collecting, disbursing and general ledger accounting within the basic VA insurance accounting, reporting, and fiscal policies in this directive and following the fiscal and accounting procedures contained in Handbook XXXX.  Finance Officers are responsible for rendering technical advice on all phases of Insurance accounting matters, including analysis and interpretation of pertinent accounting data.

(2)  The Finance Division is responsible for preparing such financial reports and analyses as required by the Treasury of the United States and as considered necessary by program officials to provide proper information about the current and projected status of the programs' funds.

(3)  The Finance Division is responsible for maintaining such subsidiary records as are necessary to maintain accurate accounting for the general ledger.

(4)  The Finance Division is responsible for performing required reconciliations with Treasury records and general ledger/subsidiary ledgers to ensure that VA's accounting records are accurate and reliable.

(5)  The Actuarial Staff, Philadelphia VARO&IC, is responsible for preparing statistical and actuarial projections of insurance funds needs and resources so as to assist in the setting of premium and dividend rates for each program. These projections will be used in financial statement preparation as the basis of future inflows and outflows.

(6)  The Actuarial Staff, Philadelphia VARO&IC, is responsible for preparing the annual financial statements for each Insurance fund and working with the independent auditors assigned to certify the annual CFO financial statements.  

(7)  Insurance program officials are responsible for providing reconciliation and reentry for certain types of accounting transactions affecting Insurance collections and disbursements that reject from the Insurance systems.  Program officials will also assist the Finance Division in other reconciliations as necessary where the cause may be rejects due to program operations.

b. These policies will be implemented at VBA Central Office, Accounting Policy and Reporting Division (241B), as follows:

(1)  241B is responsible for performing the agency's nationwide monthly, quarterly and annual reports for budget execution and financial status reporting for all Insurance funds, except the CFO annual financial statements, using financial records from the Insurance general ledger system, VARO&IC reconciliations and other data, plus records maintained by 241B (e.g., investment and redemption records).

(2)  241B is responsible for redeeming certificates of deposit with the Treasury to meet the expressed daily needs of the VARO&IC.  241B is responsible for investing excess funds identified by the VARO&IC with the Treasury.  All activities surrounding these redemptions and investments will be accounted for and reconciled by Central Office staff.

(3)  241B is responsible for performing such reconciliations with Treasury records for each nationwide Insurance fund to ensure that VBA's accounting records are accurate and reliable.

 (4)  241B will coordinate the maintenance and enhancement of the Insurance general ledger accounting system so as to maximize the use of automated accounting derived from the other components of the Insurance family of systems (In-Force and Awards) and ensure that core systems requirements for internal controls and audit ability are maintained.  Systems efforts will include identifying and coordinating the implementation of requirements for new insurance programs, enhancements for revised rates and limitations, modernization of hardware and software, and such other activities required for financial systems maintenance and control.

4.
REFERENCES

a. U.S. Department of the Treasury Financial Manual

b. Chief Financial Officers Act of 1990

c. Handbook 4580, Insurance Fund and Insurance Appropriation Accounting;

d. OMB Circular A-123, Internal Control Systems;

e. OMB Circular A-127, Financial Management Systems;

f. OMB Circular A-130, Management of Federal Information Resources;

g. Servicemen's Indemnity Act of 1951; and,

h. Title 38, United States Code, Chapter 19.

5.
DEFINITIONS

a. Awards System.  The Insurance automated system that contains the program and financial data for Insurance policy claims made and benefits paid or currently due beneficiaries under the terms of the particular Insurance program.

b. General Ledger System.  The Insurance automated system that contains the summary station and nationwide financial data for all Insurance activity for each fund.  Data is passed to the general ledger system from the In-Force and Awards program systems daily.  VARO&IC and VBA Central Office can make direct entry into the general ledger system via journal vouchers for corrections, clearing suspense items and other actions.

c. Handbook.  A document that contains mandatory Department-wide procedures or operational requirements implementing the policies contained in directives.

d. In-Force System.  The Insurance automated system that contains the program and financial data for Insurance policies for which claims for benefits have not been made.

e. Insurance Fund.  A "whole life" insurance fund covering a designated segment of the veteran population and their beneficiaries under terms and agreements for the specific fund.  Each fund has a distinct symbol assigned by Treasury for reporting and control purposes.  Insurance funds may be Appropriated, Trust, Revolving or combination Trust/Revolving funds.

f. VA Regional Office and Insurance Center (VARO&IC).  A centralized activity assigned to perform all Insurance program operations for a defined geographic area or Insurance fund.  All accounting for Insurance operations are done at these centers, except for the investment and redemption activities done by 241B.  VA has one VARO&IC located at Philadelphia, PA. 
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