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CHAPTER ONE

HIGHLIGHTS OF ACTIVITIES
FOR THE YEAR

During fiscal vear 1970, the U.S. General Account-
ing Office increased its assistance o the Congress in
two essential ways for the central purpose of improving
the management of Federal programs and operations.

GAO provided assistance to congressional con-
mittees to the extent that nearly onc-fifth of its pro-
fessional staft of approximately 3.000 supported the
needs of the Congress in meeting its constitutional
responsibilities of lezislative oversight.

(GAO increased. on its own initiative, the number
of reviews designed to evaluate the eflectivencss of
Federal programs n achieving the objectives in-
tended by the Congress.

As a result of its audits and reviews in the depart-
ments, agencies, commissions, zid corporations of the
Federal Government in Washington, throughout the
United States, and in many parts of the World, GAO
issued 1,168 reports in fiscal year 1970.

203 public reports were sent by GAO on its own
initiative to the Congress--a 13-percent in-
crease over fiscal vear 1969:

321 were made for congressional commmittees, of-
ficers of the Congress. or individual Members
at their request—a 57-percent increase: and,

644 reports on less significant matters were ad-
dressed to officials of departments and agencies.

HIGHLIGHTS OF ACTIVITIES

These reports include GAO conclusions and recom-
mendations for wavs 1o achieve greater efliciency, as
well as economy, m the management of Federal pro-
grams in order to obtain more effective results for
the waxpayers who support them. There follows synop-
ses of some typical reports.

In the Avea of Consumer Protection and lealth,
GAO:

Examined the enforcement of sani.ary and related
conditions at federally inspected meat plants by the
Consumer and Marketing Service | Department of
Agriculture; and at plants not federally inspected
but receiving Federal grading service. Among other
management weaknesses, this audit showed a lack
ol uniformity in enforcement primarily because of
the absence of clear and firm criterta for actions to
be taken when unsanitary conditions are found, as
was the case in 4 of the plants visited by GAO.
{See Appendix. Section I, Ttem 23,1

Reviewed claims by the State of California for
$14.2 million in Federal funds under the Medicaid
program for providing skilled nursing care to per-
sons in institutions for the mentally retarded. GAO
concluded that a substantial pordon of the State’s
claims were questionable because they appeared to
have been made on the basis of the persons’ presence
in institutions certified by the State as skilled nursing
homes rather than on determinations of the persons’
needs for skilled musing care. {See Appendix, Seo-
tion I, Ttem 25.)

Showed, by a broad, in-depth review, that Fed-
cral food inspection activities frequently  are
performed by more than one organization at the
same commercial establishment, often on the same
food product. The report. noting that over 14,500
people were involved in Federal food inspection
activities costing over $183 million annually, recom-
mended that more effective and cconomical inspec-
tion methods he  devised,
standardization requirements. {See Appendix, Sec-
tion I, Item 24.%

including  maximum

On Problems Incolving National Resources and the
Environment, GAO:

Advised the Congress that benefits of the program
for preventing water pollution administered by the
Federal Water Quality Administration  (Depanrt-
ment of the Interior have not been as great as they
could have been. GAO's review showed that many

1



HIGHLIGHTS OF ACTIVITIES

waste treatment [acilities have been constructed on

witlerwiavs into which

rae polluters continue to
discharge untreated or nadequately teeated waste.
(See Appendix, Section 1, Ttem 6400

Found that most oil and was leases of Federal
lands were awarded nonconipetitively by the Burean
of Land Manasement (Interior). As a result of its
audit, GAO rec
the Mineral Leasing Act to require the use of com-
e

mmended that the Congress amend

itive bidding to award oil and gas leases on all
Federal lands. See Appendix, Section I, Ttem 35,
Undertook a series of management-tvpe audits for
the Joint Committes on Atomic Encray with respect
to {1V issues relating to the possible establishment of
a Government uranium enrichment enterprise, 2

development of the Janus reactor complex for bio-

logical research by the Argonne National Laboratory

{sce Appendix, Section 1. Items 62 and 1220, and.

3y proposals by the Atomic Energy Commission

concerning plutonium sales policies and pricing,
On Matier: of National Defense, GAO:

Audited the development of three specifie weap-
ons systems: NIKE-X antiballistic missile {now
called SAFEGUARD). the Sheridan and M6
tanks. and the deep submergence rescue vehicle, As
a result, GAO questioned (1) the adequacy of the
Government's control over the prime contractor’s
technical  and  administrative  management  of
NIKE-X, (2) the reasonableness of producing ap-
preciable quantities of Sheridan and M60 tanks de-
spite known deficiencizs in essential components,

and (3% the need for additional deep submerzence
rescue vehicles. {See Appendix, Section L. Ttems 116,
117, and 118.)

Made a special study of two proposed methods
for inereasing competition in weapons systems pro-
curement—""paralle]l undocumented development”
and “directed technical licensing™—and expressed
its opinion to the Congress that the first methaod
could be used advantageously in the procurement
process. {Sec Appendix, Section I, Ttem 93.}

Reviewed the status of 57 selected major weapons
systems and reported to Congress that (1 there
was considerable cost growth /hevond programmed
estimatesi on many of the systems and that this was
continuing, (2} current estimates of the capabilities
of many of the svstems varied significantly from orig-
inal estimates. and (3! slippages on schedules for
delivery from 6 months to more than 3 vears conld
be expected. (Sce Appendix, Section T, Ttem 115.)

In Areac of International Activities, GAC):

Keported on improvements needed for more ef-
i‘l'l'[i\'(' nuanaeerent i'ls' 1}1(' l_:!lill:{‘ .“r!llt(‘s n[ its p.’l!'—
ticipation in international organizations-- the United
Nations Children’s Fund. the Food and Agriculture
Oraanization. amd the United Nations Development
prograny. {See Appendix, Section . Items 77, 79,
and 78,1

Questioned the pavinent of taxes by the United
Staes 1o foreien wovernuments, Audits disclosed that
1ax costs had been incurred by the United States in
Vietnam  $28 million: Thailand—3+ million: and
West Germanv-—82.2 million: and in other coun-
tries. GAO ureed 4 strensthening of TS, man-
agement in dealing with foreign tax exemption
problems. £ See Appendix. Section L Ttem 81,

[ssued six reports {live classified! on “country-

. CeOnanic assist-

wide™ reviews of all types of U,
ance in single countries. These included Laos.
Tunisia. Guatemala. Nigeria, Ethiopia, and Thai-
land. (See Chapter Six. page 89.

Assistance to Congress

As indicated, GAO's eflorts to serve the needs of the
Congress increased this year, as vepresented by its 524
reports to the Congress as a whole, its commiteees, and
Members. Of equal importance were various other
services provided by GAQ. such as drafting legislation.
making special studie

supplying information. and as-
siening statl 1o work with the conunittees. These serv-
wes are discussed in detail in Chapter Two.
During fiscal vear 1970:
GAO representatives testified on 43 occasions be-
fore conuressional committees.
CGAQ staff members were assiened to the stafl's of
22 committees or subcomimittees. This represents
approximately 5.000 man-davs of GAO stafl time.
438 reports were [urmished to committee chair-
mien on pending bills—— 281 1o the Senate, and 157
1o the House.

New Assistant Comptroller General
and General Counsel

Robert F. Keller, long time career official ol the
General Accounting Office, was nominated by the
President and confirmed by the Senate as Assistant



Comptroller Gen ral. Mr. Keller took the oath of office
on QOctober 3, 1969,

Paul G. Dembling. {ormer General Counsel and
Deputy Associate Administrator of the National Aero-
naaties and  Space Administation. was appointed
General Counsel of the General Accounting Office 10
suceeed Mr. Keller.

Uniform Cost Accounting Standards

The General Accounting Office completed this vear
its study “to determine the feasibility of applving wni-
forr ~ost aceounting standards to he used in all neco-
prime defense
procurements of $100.000 or more™ and made its re-
port to the Congress January 19.

GAO found that it is feasible o establish and apply
cost accounting standards to provide a greater degree
of unifarmity and consistency in cost accounting as i
basis Tor negotiating and administering procurcment
contracts and concluded that cumulative benefits vom
the establishment of cost accounting standards should
outweich the cost of implementation.

But under all the wide variety of circumstanees
involved in Government contracting. GAO [ound that
it is not feasible 1o establish and apply cost accounting
standards in such detail as would be necessary o insure
a uniform application of precisely prescribed methods
of computing costs for cach of the different kinds ol
cast.

Hearings on cost accounting standards, at which the
Comptroller General testified, were conducted by bath
the Subcommittee on Production and Stabilization.
Senate Committee on Bankine and Currency, on
March 31 and the House Comunittee on Banking and
Currency on June 19 in connection with legislation ex-
tending the Defense Production Act of 1950, As a ve-
sult of the hearings, a new section was added to the
Defense Production Act of 1950 providi

nated contract  and  subeontract

g for the
establishment of a Cost Accounting Standards Board.
The new section was included in Public Law 491-379,
approved on August 13, 1970, For further details see
page 11.)

Scope of GAO's Audit Work

GAO conducted 1.837 audits and reviews in the
United States and in -3 other countries during fiscal
year 1970, The results of many of these will be veflected
i reports to be published during the nest fiscal year.

HIGHLIGHTS OF ACTIVITIES

Audit

[}

........ . Ul
e It
230

Financial Management Improvement

Reviews of acvounting systerns in operation are pur-

formed as part of ye ¢ GAQ audit acuvities and
GAO cooperated with avencies in the development and

approval of their accounting svstems.

ns of nine complete we-

GAO approved the des
counting ssstems and four parts or segments of svstenes
submitted b civil and hternational deparuents and
agencies, and 12 statements of aceounting principles

and siandards during the 1970 hiseal vear A vearend.
20 designs of complete svstems. nine paits or seuinents
of systems. and 13 statenments of principles and stand-

ards subimitted for approval by civil and imeimatonal
departments aned asencies were being reviewed by
GAO.

Of 1435 vivil and buernational department and

agency accounting systems subject o approval. the

complete accounting svstems designs of 71 organiza-

tional entities had been approved as of June 30,
GAQ approved two complete svstems designs, the

Air Force and Navy accounting systems for military

construction. In addition. GAO approved three in-
dustrial fund accounting svstems seement designs for
the Air Force Printing and Duplicating Service; the
Ay Watervlier Avsenal. which is wypical of similar
tpes of Army industroial funds: and the Naval Ord-
nance System Cominand. GAO also approved 11 direc-

tives and instructions in implementation of accounting
svstems submitted by the Department of Defense.

In March GAO reported to the Congress that a
number of probiems in the implementation of the ac-
counting svstemn for operations in the Department of
Diefense had been identified and specific recommenda-
tions were made to the Scerctary of Defense Tor
correction. The review of the svsiem was made in com-
pliance with the direction of the Conference Report
of July 1. 1968, of the Flouse and Senate Commiltees
on Appropriations « H. Rept. 1608, 90th Cong.:

Among other accomplishmens, the Joint Tinancial
Management Improvement Program-—comprised of
representatives from the Bureau of the Budget, the
Civil Service Conmnission. the Ceneral N\ecounting Of-

3



HIGHLIGHTS OF ACTIVITIES

fice, and the Departnent of the Treasurv-—completed
the following projects and began implementing result-
ing recommendations during the vear:

Study of procedures for centralizing within the
Federal Governtent the billing and payment of
transportation charges incurred by Federal asencies.

Survey of financial administration of  Federal
arants-in-aid o State and loeal eovernments.

iniernal Audit

(GAQO continued 1o stress the importance of internal
audit activities in the executive deparunents and
agencies. This vear reports were submitted to the Con-
gress on the effectiveness of internal audiz activities in
the following departments and agencies: the Depart-
ment of State. the Department of the Treasury, the
Veterans  Administration. and  the Department of
Defense.

Four additional reports on internal audit activities
were submitted 1o ageney officials.

Legal Services

Decisions prepared for issuance by the Comptroller
General and other legal matters handled by the lesal
staff totaled 3,2. 6. This includes 703 reports submitted
to committees and Members of Coneress and 63 re-
ports to the Director of the Bureau of the Budget.

Transportation

During fiscal year 1970, GAQ, in meeting its respon-
sibility for determining the correctness of charges
claimed for freight and passenger transportation serv-
ices furnished the United States, audited $2.4 billion
in transportation charges, consisting of $1.5 billion paid
for 59 million lreight shipments and $.9 billion for
3.+ million passenger moveme:ts.

A total of 108,499 clairs of overcharges by the
United States against carriers were settled by GAO
in the amount of $17.7 million.

Claims against the United States by carviers nunber-
ing 13.723 were settled by GAO in the amount of $13.1
million.

GAOQO also furnished assistance o the Repartment of
Justice in 33 legal actions involving claims against the
United States involving transportation charges for ap-
proximately  $704000  covering 1817 shipments.
Twenty-one suits, the subject of reports in this or prior

4

vears, were settled for about $273.000, about $332,000
less than claied,

Carrivrs filed 131 suits covering 167,328 shipments,
One hundred and thirteen of these suits and about
165.7%4 of the shipments covered overseas movement
of houschold vouds by the Department of Defense. The
amount sued foris not stated in the petitions. However,
two court devisions have been rendered in connection
with certain issues common to the 420 household goods
suits filed o dute. Using these decisions and other js-
sues raised in the ease GAO estimates potential liabili-
ties 1o the Government of nearly $100 million if the
courts should rule adversely for the Govermment on the
undecided issues.

Claims Settlement and
Debt Collection

General claims against the United States in fiscal
vear 1970 involved Governnent contracts, compensa-
tion w civilian personnel. pav and allowances to mili-
tary personnel, retired pav. travel, transpo-tation and
per diem matters, and miscellancous clain.s of Gov-
ernment perscnnel and other public creditors. General
claims against and by the United States settled by GAO
were as follows,

GAO sewtled 14943 claims against the United States
for $53.9 million and collected 13.201 claims by the
United States totaline $2.6 million.

At the end of the vear, 8.182 claims under collec-
tion represented accounts veceivable in the amount of
about 548 million. GAO reported 1.274 claims to the
Department of Justice for collection by suit. As of
June 30 there were 5266 claims under collection by
that Department, representing approximately $1.6 mil-
lion in accounts receivable.

Expenses and Staffing

GAO operating expenses for fiscal vear 1970
amounted o 8717 million. Approximately 82 percent
of this amount—3838.8 million—was requived to pay
salaries and other personnel costs. The staft at June 30
wtaled -L632. a net increase of H8 over 1069, OF this

number, 2,906 were professional stafl.

Training and Career Development

Over 1AM members of GAO's stafl’ were provided
with special training this year through GAO internal



facilities. Over 1.000 stafl members participated in
training or career development programs conducted
in other agency or non-Covernment facilities. Sixty
stafl members passed the CPA examination given by
State boards during the vear. A total of 486 members
now hold the CPA certificate: 83 others who have
passed the required examination will receive their
certificates upon completion of their  expericnee
requirement.

Change in Fornat of
Annual Report

For several vears a special report has been issued to
the Congress presenting a compilation of General Ac-
counting Office findings and recommendations for im-
proving Government operations for the fiscal vear
concerned. The report provided a convenient suniary

HIGHLIGHTS OF ACTIVITIES

showine by functional arcas the oppartunities for im-
proved operations identified by GAO in carrving out
1ts audit responsibilities.

This vear. for the first time. a copy of the compila-
tion report relating to fiscal vear 1969 was distributed
to all Members upon its issuance 1o the Congress (T1
Doe, 91-270, Feb. 26, 1970 . Because many Members
commented on the uscelulness 1o them of this compre-
hensive wpe of report it was decided to make it
available as a separate appendix to the Comnptroller
General's Annual Report. Also included in the appen-
dix volume are the following lists: financial savings
attributable 10 the work of the General Accounting
Office. audit reports issued during the vear, and ap-

provals of ageney accounting principles and standards
andd systems designs. Most of the other appendices of
last vear's annual report are included in this volume as
exhibits. (See table of contents.
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CHAPTER TWO

ASSISTANCE TO THE
CONGRESS

Summary of Assistance Provided

The Congress established the General Necounting
Office in the lesislative branch to serve as an inde-

tical. and reliable source of assistance
in carrving out its constitutional power over the pub-
lie purse. The duty of the General Aceounting Office

pendent. nonpo

to furnish assistance to the Congress. its connittees,
and Members is one of the most important responsi-
hilities of the Office and receives the constant atten-
tion of its top officials.

The vear was marked by a continuing increase in
GAQ's efforts to serve the needs of the Congress. About
20 pereent of the professional and supporting stall
resources were applicd to providing divect assistance

1o the Congress- - drafting legislation, making studies.

suppztine information, and staff iembers working on
assionment with comnittees.

GAO anticipates that. with Government programs

in cost and complexity, the concern of the

committees and Members will intensify and require
many more man-vears of GAQO professional stall as-
sistance to nect significant priorities of congressional
requests prineipally mdefense. education. manpower,
pollution control, health, income seerity, transporta-
tion, housing, and other whan programs. To meet
this need,

GAQ Las projected an inerease in its level
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of direct assistance to the Congress in the fiscal year
1971 1o about 600 man-vears.

Reports made on GAO's own initiative constitute
one of the primary means of assisting the Congress.
The report information is intended to give the Con-
gress, as well as ageney heads. an objective appraisal
of operations, particularly those which may require
coneressional as well as excontive branch atention.
The reports are also designed to assist the Appropria-
tions Commnittees in considering aceney budeet pe-
quests, as well as other committees in perforining their
oversight responsibilitivs.

Reports With Classified Material

To minimize coneressional problems of handling
classified information. every elfort is made 1o aveid
includine information in the reports to the Congress
that is destenated as chissified material by the depart-

ment or aeeney coneerned, T those cases where 1 s

inapossible w satsfy veporting responsibilities without
discussing elassified material, GO aempis o issue i
unclassiticd report and i separate supplement contain-
ine the classificd information. The chairman of the
Senate Foreien Relations Committee advised GAO of
lis approsal of these efforts o release as mueh -
formattion as possib’e and requested GAO 1o influence
the avencies and departmenis to show a greater aware-
ness ol the public’s vicht wo know, GAO brought this
request o the atu

ion of the Seeretaries of the De-
partnents of State and Defense and eacl offered his
vooperation in GAO's effort o inerease the availabiling

o the public of reports throweh minimizing classified

nateriads and tnoueh separate reporting of securin

information.

Unauthorized Release of Draft Reports

To help insure that reports submitted 1o the Con-
gress. cotnmittees, and Members are accurate, com-
plete, and based on the most current information avail-
able on the facts and issues involved, GAQ's practice
is to submit draft reports for comment to the agencies
concerned. to contractors, anel to other parties divectly
alfected. These drafts carry a notice that the report is
subject 1o revision and that the contents should not be

used for purposes other than official review and com-
ment. Despite ellorts of this Office to prevent prema-
ure disclosure of draft report information, it has
weeurred on a few occasions, The chairman of the
House Government Operations Committee expressed

7
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concern (pp. 3540 and 3541, Congressional Record,
Apr. 23, 1970} about premature disclosure of informa-
tion from GAO's proposed reports. GAO thercfore
strengthened the restricted use notice on the cover of
its report dralts by using larger type, printing it in a
different color ink, and by specifically calling attention
to this notification in transmitting copies of the draft
reports.

Relating GAO Worl to the Needs
of the Congress

In [ulfilling the obligation of furnishing effective
congressional assistance it is essential that GAO relate
its work closely to the interest and needs of the Con-
gress, particularly on matters currently under con-
sideration.” An illustration of the cffort to do this is
the program initiated carly in the year for reviewing
and furnishing a special report to the Congress on the
acquisition of selected major weapons systems. This
was undertaken because of the concern of several com-
nﬁt'tccs_. subcommittees, and individual Members with
the large acquisition costs associated with the C-5A
aircraft and other cxpensive defense weapons, See
page 75 for details, GAO plans to continue to monitor
and [urnish reports to the Congress early in each ses-
sion on the Department of Defense’s acquisition of
major weapons systems and (o extend this type of re-
view and report to the civil agencies. The Housge Armed
Services Committee in reporting on the military pro-
curement authorization hill for 1971 (F. Rept. 91-
1022 on H.R. 17123, Military Procurement Authoriza-
tion for 1971, dated Apr. 24, 1970) favorably
commented on the potential usefulness of the selected
acquisition reports as an aid to the committee “while
development and procurement are in progress.”

A great deal of thought has been given to the long
termn future of CGAO and how it can be of greater as-
sistance to the Congress. A number of steps have been
taken in the past 4 years to gear operations to better
serve the Clongress, However, more effort will be re-
quired,particularly in the area of evaluations of on-
going. programs and of legislative proposals.

As the Congress deals with new challenges such as
those associated with pollution, supersonic transport,
medical ad\-'anms,_ and nuclear energy, it will require
agreater’ 'dlqgitc ol technological assessment capability.
The Geieral Accounting’ Office believes that in the

_seventies it can and should play an increasingly im-
portantrole in the surveillance and monitoring of Fed-

8

cral programs where technological assessment is an
important consideration. As program objectives be-
rome more concerned with and provide recognition of
the impact of technological application, the Office will
plan reviews to include more disclosures which show
the impact of technology. This appreach was ex-
plained to the Subcommittee on Science, Research and
Development, House Committee on Science and
Astronautics, during its exploratory hearings on the
need for the Congress to have a technological assess-
ment capability and again during its consideration of
FLR. 17046, a bill to establish an Office of Technology
Assessment, which provides for the Comptroller Gen-
eral o be a member of the Technology Assessment
Board.

To meet the growing need of the Congress to obtain
information concerning the benefits and costs of Fed-
eral programs GAQ continued its efTorts to develop a
systems analysis capability. The systems analysis group
in the Office of Policy and Special Studies provides
consulting advice and assistance in this area to congres-
sional committees, Members of Congress, and Federal
agency officials, as required.

Examples of assistance to the Congress in this area
during the year included:

Participation in work for the chairman of the
Senate Armed Services Coramittee to review air-to-
ground missile systems and consider whether cost/
henelit studies justified the chosen missiles.

Participation in the examination into the effec-
tiveness of the construction grant program for abat-

ing, controlling, and preventing water pollution, de-
scribed in Chapter Four.

Participation in work at the request of the chair-
man of the House Committee on Ways and Means
to monitor a special review of the program under
which aid is provided to famikies with dependent
children in New York City.

Participation in work on a request from Members
of Congress which required calculations related to
comparisons of the net Government costs under two
Department of Housing and Urban Development
programs for college housing: one, a direct loan pro-

gram, and the other, an interest subsidy program.

GAO has had an actuarial staft’ since October 1,
1969, to provide assistance to the committees and
Members of the Congress on the many legislative pro-
posals involving insurance and annuities. Assistance

provided during the year included the following:



Study of the actuarial and insurance subjects
covered in legislative bills introduced in Conaress.
Since January 1. 1970, studies were made on the [ol-
lowing subjects: national catastrophic illness insur-
ance, Railroad Retirement System. Federal insur-
ance euaranty program. group life insurance for
members of the anned forees. and Federal regula-
ton of private pension plans,

Assistance to the House Bankine and Currency
Committee coneerning a procedure to ebtain invest-
ment capital from private pension and foundation
plans for the home morteage marker. The actoaties
prepared illustrative mortgage anortization aad ac-
enmulation tables for the use of the committee.

Review of H.R. 13733 with the stall of the Senate
Committee on Labor and Public Welfare. The bill
provided for an increase in pensions under the Rail-
road Retirement Systemn and for a Presidential com-
mission to study the future financing of the bene-
fits provided by this system. Following this review, a
provision was added to the bill by the Senate requir-
ing the employment by the connnission of an actuary
who is qualificd in the evaluation of pension plans
and who is a member of the American Academy of
Actuaries. The bill with the additional provision was
siened into law Auenst 12, 1970,

Preparation of a 10-vear cost projection of the
L5, Mine Workers of America Welfare and Reure-
ment Fund for the Senate Subcommittee on Labor
of the Scnate
Welfare.

sommittee on Labor and Public

To provide GAO's management officials with more
meaningiul, comprehensive, and tmely information
for use in the decisionmaking involved in the planning,
execution, and evaluation of its accounting, auditing,
and other activities, the Office has under developmient
a computer-based integrated management information
system This system will enable GAO to achieve more
effective and eflicient operations and thereby improve
it assistance to the Congress. In February of this vear
GAO established a Data Processing Center wo provide
the computer services that are required to cffectuate
the svstem.

GAO Liaison With the Congress,
Committees, and Members

GAQO's Office of Legislative Liaison is a central co-
ordlnation point for achieving the objective of provid-
ing the Congress with prompt and ellective assistance,

ASSISTANCE TO THE CONGRESS

Because of the importance of the functions of the Hai-
son office. it was transferred during the yvear to the
Office of the Comptroller General where it is under
the direct supervision of the Assistant Comptroller
General, The legislative attornevs of the laison office
mainiain continuous contact with Members aned the
stalfs of the committees to discuss matiers of mutual
concern andd o coordinate GAO's work so that it can
most effectively Tulfill the varied vequests of the com-
mitlees. The Office of Legislative Liaison 1s also the
central point of contact through which Members and
their stafls mayv channel their requests and inguiries
50 that GAO's yesponses may be made with the maxi-
mum cifectiveness.

The “GAO Newsletier” is distributed monthly o all
Members of the Congress as a convendent means of

keeping them currently informed of the highlights of

GAO's reporting, legal, and wher activi
GAQO received and filed in special sealed envelopes
the confidential financial statements of Senators and

5.

werain otheers and emplovees ol the Senate as ve-
quired by Senate Rule 4+ and furnished a report re-
lating to the receipt of the statements o the Senate
Seleet Commituee on Standards and Conduct. in ac-
cordance with the Rule

The assistance which GAO stall renders o the
Congress is furnished through several categories of
services which arve discussed in more detail under the

following headings in this chapter

Reports to the Congress

Reports to committees

Reports on pending legislation

Reports 1o individual Members of the Congress

Stall assistance lo committees

Assistance in leval and leeishanve matters

Testimony at hicarines

Assistance on House and Senate hnancial and
administiative UPETLIONS

Recommendations for lesislation

Heporis to the Congress

The responsibility of the Geneval Accounting Office
for reporting 1o the Cawgress information obtained as
a result of s audit and mvestigation work is clearly
indicated i the Budget and Accounting Act of 1921
and 15 cmphasized in e rvelated legislative history,
For this reason. a major thrast of the efforts of the
Offee 32 o fulbll this fundamental obligation by

9
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furnishine to the Cangress veports on our findings.
conclusions. and recommendations covering the wide
variety of Gevernment delense and ewil activities in
Washington. the field, and overseas. Special emphasis
is placed on reporting the results of assessments of pro-
araans in which there has heen o strong congressionzal
mterest in determining whether they have achieved
the purposes intended by the Congress. Examples of
such reports issued to the Congress during the vear
are:

Evaluation of the Navy's management of its Deep
Submergence Resene Vehicle  DSRV S pro
which had significant cost overruns and delays in
development, revealed an evaluation was needed of
the cost effectivencss of four more deep submereence
rescue vehicles before purchase. - See Appendix, Sec-
tion I. Ttemn 118,

Survey of the NTKE-X Antiballistic Missile De-
velopment program listed .1 series of improvements
needed in the adequacy of the Government's con-
trol over the contractor’s technical and administra-

tive management of the weapon svstem develop-
ment of the program. (See Appendix. Scction L
[tem 116.)

Report on the cost reduction program in the De-
partment of Defense, the Department of the In-
terior. and several other departments and agencies
recommended numerous improvements in all as-
pects of the project. 1 See Appendix, Section I, Ttem
229.%

Report on weak enforcement of Federal sanita-
tion standards at meat plants by the Consumer and
Marketing Service and an earlier report on Federal
inspection at poultry plants pointed cut weak en-
forcement of sanitation and other consumer protec-
tion standards. (See Appendix. Section T, Ttems 23
and 22.)

Report on the weaknesses in the construction grant
program for abating, controlling, and preventing
water pollution was issued because of the substan-
tial expenditure of Federal funds and broad con-
aressional interest in the water pollution program.
‘See Appendix. Section 1, Ttem 64.)

Report en the administration of sugar marketing
quotas established by the Suzar Act of 1948 showed
how a change in the deficit allecation provision
could substantially benefit domestic sngar producers
and reduce dollar outflow so as to imprave the U.S.
halance-of-pavments position. {See Appendix, Sec-
tion I, Item 1.-

10

Report on the readiness of selected reserve com-
penents of the Army revealed serious deficiencies in
the units’ organization, waining, cquipment, and
management which would prevent their meeting
mehilization requirements. [See Appendix, Section
I. Ttem 172, On the other hand. a report on the
combat readiness of the Suvategic Aic Command
showed a high state of readiness due apparently o
well-developed management techniques and closer
surveillance. See Appendix Section I Ttem 17100

Report on questionable pavment of 1axes wo other
sovernments on U8, defense activities overseas in-
formed Coneress that, conwrary to firm US, policy
and foreion agrecments. U8, activities were paving
to various foreien covernments directly or indirectly
larae sums anmually in propery taxes, local or munic-
ipal taxes, business and trade taxes. excise taxes, and
import taxes, < See Appendix. Section T, Ttem 81.

Many of GAO'S wports 1o the Congress are utilized
by the commitiees for stady. acion, or further inves-

ton in performing their oversioht responsibilities,
Connnittee interest in the work of the Office tends to
strengthen the effeer of this work because the depart-
mients and agencies are aware of the possibilive that
connmitter consideration may flow from the informa-
ton disclosed in GAO reports. An illustration of com-
mittee action prompied by one of the reports o the
Conaress is the report veleased this vear by the House
Committee on Government Operations © 1. Rept. 91-
637, 91st Cong., Nov, 15, 19695 on deficiencies in the
administration of the Federal Insecticide. Fungicide,
and Rodentivide e This study by the connmittee’s
Intergovemnmental Relations Subeomnittee, which in-
cluded hearings and special assistance from GAO staff.
{B-133192,
Sepr. 100 1868 1o the Congress concerning the need to

beean  after receiving a GAQ report
improve regulatory enforcement procedures involving
pesticides. T disclosed serious deficiencies in the opera-
tions of the Pesticides Resalation Division of the
Department of  Agriculture’s Aericulural Research
Service.

In addition to the reports issued 10 the Congress on
GALYS own initiative, the Congress frequently divects
the Comptroller General o make special studies on
subjects that are of partdenlar carrent interest to the
committees and Members. Thus, GAO initiated a com-
prehensive study preseribed by section 408 of Public
Law 01--121 of the profits made by contractors and
subcontractors on negotiated defense contracts. The



results or this veview will he veporwed o the Conoress
carly in 1971,

The General Accounting Oflice ~ompleted a study
“to determine the feasibility of applving uniform cost
accounting standards o be used in all necatiated prime
contract and subcontract defense procorements ol
S100.000 or more,” The study was made as a result of
the passage of Public Law 00-370 of fuly 1, 1968,
directing the Comprrolier General, in coosperation with
the Secretanry of Defense and the Divertor, Bureaw of
the Budget, to carry out the work,

On January 19, 19700 the results of the study were
reported, as the aw directed, to the Commitiees on
Banking and Curreney and Armed Services of the Sen-

ate and the House of Representatives,  See Appendis.
Section T. Ttem 8%, The report s a very significant
contribution o the literatwe of aceounting principles
and standards as they relawe o private industry cost
accountng practices and the utilization of cost data in
the negotiation and administration of contracts for

Govermnent procurement of woods and services, Tis

I8

principal conclusions and recommendations are as
follows:

It is feasible to establish and apply cost account-
ing standards o provide a ereater deeree of uni-
formity and consisteney in cost aceounting as a basis
for negotiating and  administering  procurement
contrcts.

Under all the wide varietv of circunetances in-
valved in Government contracting, it is not feasible
to establish and apply cost accounting standards in
such detail as would he neeessary to insure a uniform
application of precisely preseribed methods of com-
puting costs for cach of the different kinds of cost.

Cost accounting standards should not he limited
to Defense cost-tvpe contracts. Thev should apply
1o nesotiated procurcment contracts and subeon-
tracts. both cost-tvpe and fixed price. They should
be made applicable Government-witde,

Cumulative benefits from the establishiment of
cost acconnting standards should outweich the cost

of mmplementation.

New machinery should be established for the de-
velopment of cost accounting standards. The abjec-
tive should be to adopt at an carly date the standards
of disclosure and consistency and to strive for the
climination of unnecessary alternative cost account-
ing practices.

Contractors should be requived (o maintain rec-
ords of conuract performance costs in conformity
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with cost accounting standards and any approved
practices set forih in a disclosure agreement or be
regquired 1o maintin the data from which such
information could be readily provided.

ITearings on rost accounting standards for newoti-
ated  contracts were conducted by both the Sub-
committee on Production and Stabilization. Senate
Commitiee on Banking and Curreney, and the Touse
Committee on Banking and Currency, in connection
with legislation extending the Defense Production Act
of 1950, The Comptroller General testified before the
Senate subcommittee on March 31, 1970, and before
the TTouse committee on June 19, 1970, As a result of
the hearings, a new section was added w the Defense
Production Act of 1930 providing for the establish-

ment of a Cost Aecounting Standards Board. The new
seetion was included in Public Law 91.-379, approved
on Auwwrust 15, 1970,

Reports to Committees

The Compuroller General is required by the Budget
and Accounting Act, 1921, to make such investigations
and reports as are ordered by either House of Congress
or by conmittees having jurisdiction over revenues.
appropriations. or expenditures, Requests by all com-
mittees for special audits, survevs. and investigations
are, as amatter of policy. accepted and given priority
attention.

Last vear GAO [urnished 109 special reports on
audits. investications, and reviews in compliance with
the requests of committee and subcommittee chair-
men. The subject of the reports inclnded complex
defense procurements and activities, sensitive inter-
national Government operations, and program activi-
ties in the civil departments and agencies.

A close working relationship was maintained with
the committees and stafls throngh briefing sessions on
GAQ audit. accounting, and investigation reviews, and
by exchanging information on matters of mutual in-
terest. GAQ frequently adjusted work schedules 1o
expediie completion of reports for use of the commit-
tees upon learning that the subject matter of audits
and reviews which it had injtiated was also on a com-
mittee’s current oversight or legislative agenda, Urief-
ing sessions this vear with the stafl of the House
Appropriations Committee continued to he one of the
most effective methods of providing the results of

i1



ASSISTANCE TO THE COMGRESS

GAO work for use by the committee in performing
its important budeer review responsibili

GAO furnished the House Appropriations Com-
mittee the 16th anuual report on sianificant audit

3.

findings developed during GAO's audits and other ex-
aminations in the defense and eivil agencies of the
Ciovernment, This report is designed 1o be helpful to
House Appropriations Conunitiee membens i dis-
cussing the operations of the department and agency
with responsible officials during the budget heavings.
The extent that GAO work is used by the Appropria-
tions Committee is indicated by the number of refer-
ences to the GAO during the appropriation hearings
of the Fiyst Session of the 913t Congress. There were
571 general refevences and 133 Comprroller General
reports and decisions mentioned during the hearings
of the committee.

In view of the substantial inerease in the last few
vears of the costs 10 operate the military medical pro-
aram. the chairman of the House Appropriations Com-
mitwee requested that o comprehensive review and
report be prade on the program called the Civilian
Health and Medical Prowan of the Uniforined Serv-
ices  CITAMPUS © An interin seport was issued for
the conmmittec’s use during the hearings on the 1971
defense budeer on the vost infonmatien which GAQO
assembled, The final report with lindings. conclusions,
and reconumendations will be issued after further work
is completed.

The chairman of the House Appropriations Com-
mittee also asked GAO to contimnally review the De-
partment of Defense’s development, installation, and
operation of automatic data processine svstenss and
make periodic reports of the results of these reviews,
The resulis of one yeview were set forth in a report
on the Anmv's Combat Serviee Support Svstemn 1 CS3
a mobile automatic data processing and communiva-
ton svstenn. GAO identified apparent problems con-
cerping the sestem’™s ability o operate i combat
Because of the sivnificint amount of mones mvolved
GAO reconinended that the problems should be re-
solved before extending the system Anny-wide, Other
ADP reports issued durmy the vear, pusuant to the
chaiman’s request, included o review of the Army's
Tactival Fire Direciion Systemn CTACFIRE L a com-
puter svstem which will avtomate arillery funcuons,
and a review of the Al Forve's advanee lowistic system

ALS:.

GAD also undertwok o comprehensive review, st the

request of the chairnoi, House Appropriations Com-

i2

mittee. on the management of nonappropriated funds

i the Department of Defense, as specified in the com-
mittee’s veport on the Military Construction Appro-
priation Aet, 1970, L Rept. 91-633, 91st Congress.
This report will be available 1o the comnitter for use

carly in the hearings on the 1972 defense budeet.

At the request of the chaivman of the Subcormmitiee
on District of Colambia, Senate Appropriations Com-
mittee. GAO provided considerable information for
use in the hearines on the District of Coluinbia’s 1971
bucuet request, including a report on a comparison of
vost and expenditures for certain Distriet of Columbia
Gowvernment activides with similar activities i other
cives. With vespect 1o GAQ assistance the Senate Ap-
propriations Cormittee stated in its report on the
1971 fiscal vear appropriation for the District of Co-
lumbia (5. Rept. 91-937, 91st Conw.* that this Office
was “most helpful and the Committee has relied in
wany instances on the extensive reach and specialized

knowledge of its personnel

Aspecial report was furnished to the Subconunitee
on Departments of Labor, HEW. and Related Agen-
vies. Senate Appropric

wons Committee, on a survey
of the prowress toward constructing a new teaching
hospital on the Howard University campus, which was
delayed by various factors including major changes in
huilding desiges and substantial escalation of estimated
construction costs,

The Senate Foreien Relations Committee called on
CEAO) [or several reports relating to the sensitive field of
foreien operations. For example. the Office undertook,
at the chaimman’s request. a followup review of the
study GAQY completed in early 1968 of activities in
Brazil and Chile under contracts between the Agency
for International Developmient and the American [n-
sutute for Free Labor Development t ATFLD L which
s an mstrument for auplementing US. labor policy
and proerarms i Latn Americas Also inoresponse to
an inguiry by the chairman, GAQ examined the rec-
ords of the Deparunent of State and the Department
of Delense concerning the use of US. funds in con-
nection with the donation of medical supplies by the
Ciovermnent of Honduras w the Government of the
Republic of Viesnane, After the chairman informed
ilie Secretry of State that bwoimtended w nake public
this report the Department removed  the classified
status of the mfornition GAQ furpished  that the
U5 Al Foree paid all operating expenses of the C-

Sharrorateon loan (o the Honduran Gevernment and



painted Honduran Air Force colors——used to trans-
port the supplies from Honduras to Viemam,
In addition. the Subcommittee on United States

Security Agreements and Commitments Abroad ve-

quested assistance of GAO sl in s study of several
overseas military projects and was furnishied several
special reports. One of the latter included a review of
the payvments made to the Government of the Republic
of the Philippines by the United States in support of
the Philippine Civil Action Group (PHILCAG  in
Vietnam. Becawse of the time-conswming screening
exercised by the Departiments of State and Defense in
making records available for examination, GAQO was
requ
seriously hampered and delaved by the reluctance of
the Department of Defense and the Department of
State o give access to the documents. papers. and
cnsidered pertinent o GAO's

'l to report to the chairman that its work was

records which were
review.

At the request of the chairman of the House In-
terior Committee GACQ made a review and Turnished
wwo reports on the Government's helium program for
use in conjunction with its hearings on that subject.
GAO found thae significant chanees Lad occurred since
the heliwm prosrs nowas authorized in 1960, |rar-
ticulurly that the program will not be self-liquidating
over i 23- to 33-year peviod as required by the Helinm
Act and that substandally ore helivm wiil be stored
than was contemplated.

The close working yelationship between the General
Accounting Office and the Joint Committee on Atomic
Energy continued during the vear. In response to re-
quests by the connnittee, the Office issued seven re-
ports on activities of the Atomice I':I'tt‘l'u} Commission
(ALC", covering such topies as:

Development of warheads for the SAFEGUARD
antiballistic missile system.

Development of the Janus reactor complex for
biological research by the  Argonne  National
Laboratory.

Proposals by AEC concerning a possible revision
i AEC supply policies for fuel grade plutonium
sales to the Earopean Moic Energy Communine
and o Japan and a possible reduetion in the sales
price lor such plutoniun.

Essies velating to the possible establishment of a
Ciovernment uranium envicliment enterpise.
Several of GAO's reports were used by the Joint

Connnittee in

ts consideration of various actions pro-
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prsed by AEC to revise existing operating policies and
prictices.

Reports on Pending Legislation

The knowledge sained by the professional staff of the
General Accounting Office in reviewing and observing
the provranis, operations. ard Ascal activities at .-
site af maost Giovernment avencies enables the Office 1o
furnish independent adviee and information on mo-
posed lewislation that would not otherwise be available
to the connnittees. During the vear GAO responded to
438 requests by committee chairmen for comments on
hills. GACQ also Turnished 63 reports o the Bureau of
the Buduet at its request on numerous proposed bills
and enrolled enacuments. The advantage of furnishing
views on bills to the commmittees and to the Bureau of
the Budger is that many technical problems relating
o fiscal and administrative provisions in proposed leg-
sslation can be settled prior to beine finally considered
by the Congress.

Some bills on which GAG was asked to report con-
tained provisions directly aflecting its operations, Many
were enacted with the modifications which GAO sue-
aested to improve or elarify the terms or provisions of
the legislation. Tor example, in connection with hear-
ings before o subcommittee of the Committee on the
Judiciary. iTouse of Representatives. on TLR. 7363.
91st Coneress. which provided broad authority {or
waiver of claims of the United States arising out of

overpavments of payv and allowances to members of
the Armed Forces and the National Guard, GAO sue-
cested several substantial modifications to improve
the waiver procedures and to protect the interests of the
Government. These suzdestions were adopted in the
drafting of a substitute bill, FL.R. 13582, which passed
the House February 16, 1970 The waivers are required
to be made in accordance with standards prescribed by
the Comptroller General.

Other legislation affecting the work of the General
Accounting Office enacted during the 91st Congress for
fiscal vear 1070 is listed beginning on page 129,

I the case of many other bills, although not directly
affecting GAO operations, the Office was able o {ur-
nish wicaningful comments inclnding recommendations
for technical changes and other suggestions for clarily-
g the provisions of bills to achieve economy or effi-
cieney or otherwise to protect the interests of the
Government.
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For instance, in a report to the chairman, House
Government QOperations Committee, (GAQO  recom-
mended against favorable consideration of the hill,
H.R. 12143, 9ist Congress, which would amend the
Federal Property and Administrative Services Act of
1949, 40 U.S.C. 481, to require Government procure-
ment of transportation and public utility services in
accordance with all applicable Federal and State laws
and regulations governing carriers and pubiic utilities.
GAQ advised that the measure would create many
administrative problems for Federal procurement offi-
cers and that its economic benefit to the States would
be slight. Another principal reason for GAQYs reserva-
tion to the bill was that it seemed to unnecessarily allow
Federal procurement activities 1o be subject to State
regulatory rules and regulations.

In reporting to the chairman. House Interstate and
Foreign Commerce Committee. on the bill H.R. 13352,
91st Congress, which is addressed to the problem of
deteriorating rail passenger equipment and to the pres-
ervation of intercity rail passenger serviee, GAO sug-
gested “hat it be clarified in several respects dealing
with depreciation, leased facilities, and the servicing
and maintenance of railroad-owned passenger equip-
ment. GAO also pointed out the need for an access-to-
records clause in subcontracts made in connection with
prime contracts entered into other than under com-
petitive bidding procedures in order to permit necessary
audits by this Office and the Secretary of Transporta-
tion. Also strongly ureed was clarification concerning
the authority of the Secretary of Transportation to dis-
recard general statutes coverning the procedures 1o be
followed by executive agencies in the award of Govern-
ment contracts (B-1074400,

Following is a table showing the number of reports
on bills furnished to the committees:

Senate

Armed Services. . ... i
Banking and Ci ]
Commeree......... ... 144
Finance. .. .. . 1
Forcign Relations. . 1
Government Operations 31
Interior and Insular Affairs |
Jndicidey g s 4
Labor and Public Wellare 47
Post Office and Civil Service ; 4
Public Works. &

281
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House

Armed Services...... ... L. 3
Education and Laber.. ... ... ...... ]
Government Operations. T 32
Interstate and Foreign Commerce. . 18
Juitieidmy:s s noeseasiamins 3l
Merchant Marine and Fisheries. ... .. 11
Post Office and Civil Service, . ... 12
Public Waorks. . . . e B - ]
Science and Astronautics ... ... . G
Veterans &ffairs. e ciunisanis 2
157

Tatal R i A S 438

Reports to Individual Members
of Congress

Responding to requests of individual Members of
the Congress is an important part of the work of the
General Accounting Office, GAQ Dbelieves that if a
Member is concerned about a Government operation
or action, the Office has an obligation to try to assist
him if possible. GAO encourages Members to first at-
tempt to obtain the information or action desired from
the agency, but il this approach does not hear satis-
factory results GAO will proceed to appropriately ve-
view  the matter and [urnish the Member a report.
Frequently after consulting the Member GAO is able
to reduce the amount of vork involved and still satisfy
his needs, thereby making it possible for GAO staff to
respond to more congressional requests than would
otherwise be possible. During the year the Office fur-
mished 197 audit and investigation reports to individual
Members covering the activities of nearly all of the de-
partments and ageneics.

Hlustrative of this type of work are two reports fur-
nished o Senator Mike Mansfield resulting {vom meet-
‘nzs that were initially held to discuss his interest in
methods of providing controls over research financed
by the Department of Defense. To clarify issues the
General Aceounting Office arranged and attended joint
mieetings between the Senator's stafl and officials of the
Bureau of the Budeet, the Office of Science and Tech-
nology, and the Science Policy Division of the Library
of Congress, The Senator proposed and obtained en-
acunent of an amendment ¢similar to one proposed by
Senator Fulbright - as section 203 of the 1974 Defense
Procurenment Authorization Act { Public Law 91121,

liraiting the use of funds for research projeets or studies



to those having a “direct and apparent relationship to a
specific military function or operation.” Subsequently,
at his request. GAO made a special study and issued a
report to him in December 1969 concerning the pro-
cedures adopted by the Department to implement sec-
tion 203 and the impact that section would have had
il enacted the previous year. A second report was issued
to the Senator on June 23, 1970, pursuant to his re-
quest concerning the Department’s compliance with
section 203.

Another example of assistance to a Member is the
work which resulted from a request in March 1969
from Congressman John Brademas that GAO examine
the Army’s actions in fulfilling its requirement for a
fleet of 18,000 new 1%4-ton 4x4 trucks to cost over $100
million. Fulfillment of the Army’s requirement had

generated a controversy as to whether modification to
a Kaiser Jeep vehicle in the Army's supply system or
acceptance of an unproven General Motors design in
the initial stages of procurement would better meet the
requirement. The Army had chosen the latter course of
action, although the former appeared to ofler appre-
ciable savings.

GAQO discussed its tentative findings with the Con-
gressman and furnished him the information he
requested for use in testilying on the proposed procure-
ment before the House Appropriations Committee in
June 1969 and during the subsequent debate on the
floor of the House when the related appropriation was
considered. A report was issued on November 28, 1969,
simultaneously to the Congressman and to the Secre-
tary of Defense. In February 1970, the Avmy advised
GAO of the actions it would take. including a test of
modified Kaiser Jeep vehicles and an analvsis of test
results considering trade-ofts between truck featres
and co<t, to be completed prior to the commitment of
large scale funds on the procurement.

Another form of assistance to individual Members
includes the veports GAO furnished upon request oo 1
cerning claims by and against the United States such
as those involving Government contracts, compensa-
tion of civilian personnel. pay and allowances of mili-
tary personnel. travel. transportation, and per diem

matters. During the vear,
made.

13 reports of this tvpe were

Staff Assistance to Commitiees

An important responsibility placed upon the Comp-
troller General by the Budget and Accounting Act of

ASSISTANCE TO THE CONGRESS

1921 is the obligation to direct assistants from his
Office 1o furnish such aid and infornu
requested by the committers having jurisdiction over

ion as mayv he

revenues, appropriations, or expenditures.,

Stall assistance 15 provided. however, as o mauer
of policv. to all of the commitices of Congress upon
request of the committee chairmen, dependent upon
available manpower and funds. During the vear the
Office responded to the request of 22 committees and
subcommittees for members of GAO sall o be as-
siened to assist u investications. stuclies, and hearings.
GAO contrtbuted 1.5 man-davs of professional and
technical assistance o commeittee efforts. Included
were the loan of eight mermwers of GAO swall to the
House Comimittee on Appropriations 1o assist in the

studies of its Surveys and Investieations Sall: the
zation of GAO personnel in tmee of its regional
offices by the House Interstate und Foreign Commerce
Comunittec in preparing for hearings on the proposed
Federal Breker-Dealer Insurance Corporation legisla-
tion: and the assignment of Washington and field stafl
to the Permanent Subcommittee on Investigations,

u

Senate Government Operations Committee, to assist
in its numerous complex investigations, including its
study of the production cost overrun problems of the
F-111 airplanc.

Over the past vear, an average of six GAO profes-
sional stafl members were assigned 10 assist the Sub-
Electrical and  Mechanical Office
ment., Committee on House Administration, in
its cflont to develop a program for the use of computers
by the House of Representatives. In October 1969 the
subcommitter adopted a “Progress Report” of the
Working Giroup which established a plan of action for
the development of such a svstem. The chairman of
the Working Group is a GAO staff member. Other

committee  on
Equ

members of the Working Group were provided by the
Library of Congress and the Clerk of the House. At the
present time the Working Group is proceeding to de-
termine the congressional information and analysis re-
quirement of the system.

GAO provided stall 1o the Joint Comniitlee on
Atomic Energy to assist in the preparation for hearings
on the future ownership of the Atomic Energy Com-
mission’s gaseous diffusion plants, the fiscal year 1971
Commission authorization bill, and proposals to revise
the eriteria for pricing uranium enrichment services
and to increase the price of the services,

A summary of all assigninents made during the vear
follows.
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SUMMARY OF hSSlGNI‘-’lENTS OF PERSDNNEL TO CUNGRESSIONRL CBMMHTEES—-FISCRL YEAR 19?0

Staff sssignol
. PO s R B 2 ‘Travel Ttumbulsed Netes-
Committee Profes- salarfes  expenses  Total cost Ty pendilures
~lonal Other  Tolul committee by GAO
stall
U.S. Senate
Committee on Government Operations:
Permanent Subcommittee on Tnvestigations 46 1 49 8223 545 35,649 $229, 194 0 5229 194
Caommittee on Armed Services:
Preparedness Investigating Subcommittee . . 2 [}] ] 34, 663 a 38, 603 338, 663 0
Committee on the Judiciary:
Subcommittee on Internal Security. . . ; 6 0 [ 30, 559 416 30,975 30,4975 0
Committee on Labor and Public Welfare:
Subcommitice on Labor, . . .. 2 0 2 , 145 0 B, M5 6, 045 h
U.8. House of Representatives
Committee on Appropriations. .. . ... = 7 L a 89,074 10,434 on, 527 1Y, 433 89, 074
Committee on Banking and Currmcy 7 3] 7 16, 398 il 16, 598 0 16, 598
Committee on Education and Labor:
Special Subcommittee on Education, . . 1 " 1 1.216 i 1,216 1] 1,216
Committee on Government Operations 3 u 3 445 i 185 1§l 483
Subcommittee on Special Swidies 4 1] 4 14,698 1,607 15, 305 [{] 15, 3¢5
Subcommittee on Intergovernmental Relations. 7 il 7 47, 860 37 48, 497 ] 48, 497
Subeommitiee on Foreign Opcrntinns and
Government Information, . Z 1 i I 1, 514 0 1,514 0 1,514
Subcommittee on Legal and \l{mcm: v \fturs. | 1) 1 a,401 0 2,401 1] 2,401
Committee on Standards of Official Conduct . . . 4 1} b SR RN 0 5, 104 5,194 0
Conunittee on Interstate and Foreign Conunerce:
Subcommittee on Conunerce and Finance., 4 ] 3 21,343 ] 21, 348 1] 21, 343
Special Subcommitiee on Investigations. . + 0 4 3,389 4] 3, 3849 0 3,389
Committee on Armed Services:
Special Subcommittee for Special Tnvest-

FAONE. . oo . . 1 L 3189 4, 221 35,40 o 35, H
Committee on Post Office and Civil “atr\ ice 2 ] g 42,515 0 42, 515 (4] 42,3515
Comumitice on Merchant Marine and Fisherics:

Subcommittee on  Fisheries and  Wildlife

Conssrvalion:: ;v isiie Lais | 1] 1 4, 028 0 +, 028 0 4,028
Committee on House -\dnumsrralmn ) . I 0 1 721 0 721 0 721
House Office Building Commission . . . . 0 ] 1 4,318 0 6,318 0 6, 318

Joint
Committee on Atomic Energy ... .. 2 4] 2 8,611 0 8,611 0 8, 611
Economic Committee:
Subcommittee on Economy in Government. 1) 0 2 68 4] 368 1] 5368
Totals..... ... ... ..... 108 7 115 22,983 620,617 528, 387

Assistance in Legal and
Legisiative Matters

GAO responded to many requests from conunittees
and individual Members for advisory assistance in legal
and legistative matters. Formal advisory legal opinions
were rendered to committees and Members on sig-
nificant problems, and GAO attorneys handled several
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597, 634 92, 230

hundred informal requests from the staffs of various
committees. Service in this area involves the drafting
of legislation and furnishing of legal advice on fiscal.
administrative. and contractual aspects of legislative
proposals and laws, plus related agency regiilations,

Examples of important congressional legal inqguiries
were those received from the ditferent - Members of
Congress for GAO views on the propriety of the *Phila-



delphia Plan” which precipitated GAO's involvement
in this important case and led to the August 5. 1969,
decision that the Plan conflicted with Title VII of the
Civil Rights Act of 1964, The Solicitor of the Depart-
ment of Labor and the Assistant Attorney General for
Civil Rights had previously advised the Secretary of
Labor that the contract did not violate the act and the
Attorney General of the United States in a fonmal
opinion on September 22, 1969, concurred in their
position. This divergence of views between  the
Comptroller General and the Attorney General was
considered when the Congress subsequently decided
not to adopt an amendment which the Senate had at-
tached to the Supplemental Appropriation Bill, 1970,
the effect of which would have prohibited the use of
appropriated funds fer contracts with “Philadelphia
Plan™ provisions.

In considering TL.R. 14794, the fiscal year 1970 ap-
propriation bill for the Department of Transportation
and Related Agencies, the [Touse Appropriations Com-
mittee requested advice on the legality of the “parking
equalization” plan proposed by the Depariment of
Transportation incident to the physical consolidation
of its headquarters activities in two Washington, D.C..
buildings. GAO concluded that the plan, whereby the
Deparunent sought to make parking privileges avail-
able to its emplovees at the same cost whether they are
located in a Government-owned building or in a
privately owned bhuilding. was legally questicnable. In
the same apinion. with respect o another legal ques-
tion raised by the committee, it was held that appropri-
ated funds may be used to provide space for employee
parking in a Government-rented office building. The
committee stated in veporting the Department of
Transportation and Related Agencies Appropriation.
1971 (H. Rept. 91-1113, 91st Cong. ). that “the failure
of the Department and the General Services Admin-
istration to inquire about the legality of leasing the
emplovee parking on their own initiative prior o en-
tering the lease contract with the building owner has
added considerably to the ultimate cost.”

Other examples of congressional requests for deci-
sions on important legal questions included an inguiry
by the chaiman of the House Committee on Veterans'
Aflairs as to whether a sharing agreement between the
University of Arvizona College of Medicine and a Vet-
crans Administtation Hospital met requirements of
law. In view of the fact that the university had no
hospital to operate in conjunction with the College of
Medicine, GAO concurred in the conclusion of the
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Veterans Administration that the agreement did come
within the provisions of e law @ B-166870, Jan. 19,
19701,

An inquiry was received from Senator Winston L.
rning the bill 5. 1933, enacted as the Fed-
eral Railroad Safety Act of 1970, Public Law 91-158.
as to whether the repeal by this act of the so-ealled
Safety Appliance Acts might have an adverse effect on
the rights of employees under the Federal Emplovees
Liability Act. GAO's opinion to the Senator advising
that the provisions of the preposed legislation would
not jeopardize the emplovees

Prouty conce

ahts was placed by
him in the Conuressional Record during the debate
on the bili (B-113944, Dee. 19, 19697 .

Testimony at Hearings

Appearing before congressional committees to pre-
sent views on legislative proposals and to furnish in-
formation concerning the results of GAQ's audit and
inv csilqauon activities is one of the most l)mm\(‘ and
b methods available 0 GAO for effectively as-
sisting the Congy

58 10 its oversicht and k‘_c{lsl.m\(' re-
sponsibilities. This vear the Comptroller General, the
Assistant Comptroller

Gieneral. and other representa-
tives of the Office appeared before committees on 45
oceasions covering a wide variety of subjects. This is a
substantial increase over the number of hearings in
prior vears, reflecting in some degree the broader
scope of GAO work coverage and its relevancy to the
interests of the committees,

GAO stall appeared hefore the Joint Committee
on Atomic Eneray to discuss the results of the special
review GAO made at the request of the chairman con-
cerning the possible transfer to private ownership by
the Atomic Enerev Commission of three gascous dif-
fusion plants which were constructed for defense pur-
poses during the 1940°s and 1950°s at a cost of about
521 billion. There is a complexity of defense and eco-
nomic issues associated with the disposition of the
plants whose future use will be primarily to provide en-

riched uraniun for fuel in nuclear reactors of utilities
for generating clectric power. GAQO was pleased by the
chairman’s expression of satisfaction with the informa-
ton presented for the committee’s consideration in
determining the Government's course of action regard-
ing its uranium enriclunent enterprises.  Testimony

was also given before the Joint Committee on the re-

sults of GAQ's continuing review of the development
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and deployment of the SAFEGUARD antiballistic GAO responsibilities to assist the Congress and its
missile system. committees.

GAO stafl testified on many subjects that were of H.R. 17046, a bill to establish an Office of Tech-
special concern ta the Congoess during the vear, such as nology Assessment for the Coneress, which provides

the I-111 aircraft before the Permanent Subconmumit-
tee on Investigations, Senate Government Operations
Commitice; the U.S. financial participation in the
United Nations development assistance activities:; and
the provisions of the bill FLR. 11730, to establish a
wholly Government-owned corporation 1o operate the
postal service. Representatives of the Office also ap-
peared on lewislative proposals having an important

for the Comptroller General to he a member of the
Technology Assessment Board.

8. 3302 and H.R. 17880, bills to establish cost
accounting standards as recommended by the Office
in its speeial report to the Congress evaluating th
frasibility of establishing cost accounting stand-
ards for certain negotiated Federal procurement

impact on GAO’s own operations. contracts.
FLR. 17654, the proposed Legislative Reorgani- A complete list of appearances. including identifica-
zation Act of 1970, which would greatly enlarge tion of the subject matter, follows.

APPEARANCES BY GENERAL ACCOUNTING OFFICE REPRESENTATIVES AT CONGRESSIONAL HEARINGS DURING
FISCAL YEAR 1970

Lrate 2ubjeer
U.S. Senate
Finance. July 21969 Operation and status of the Medicare and  Medicaid
programs,
Past (Mlice and Civil Service. Juby 80 19695, 2325, 4 bill to amend tide 5, U.S.C., 10 provide for addi-
tional positions in grades GS-16, G3-17, and G:-18
Appropriations:
Subcomsittee on District of Columbia, July 10, 1969 Audits and reviews of District of Columbia Governmen
management of its programs and activities.
Judiciary:
Subconumittee on Antitrost and Monopoly, July 4L 1960 GACYs evaluation of two proposed methads for enhancing

competition in weapons systems procurenwent-—directed

technology licensing and parallel undecumented develup-

nent.,
Appropriations:
Subcommittee on Legislative Branch. Julv 18,1969 General Accounting (ffice budger justification for fiseal
year 1970,
Government Operations. July 31, 1969 8. 1707, 1o establish a Commission on Government Procure-
ment,

Government Operations:
Subconunitice on Execntive Reorganization, Sept. 16,

i The role of GAQ a0 reviewing the resulis of Federal pro-
arams,

Government Operations:
Subcommitee on Intergovernmental Relagons.  Sepr. 17, 1960 8. 2479, 5. 20335, and 5. 60, Federal assistance programs.

Government Operations. Sepr. 23, 1969 Nomination of Mr. Robert F. Keller o0 be Assisto
Compuroller General of the United States.

Past Oflice and Civil Service. Oct. 16, 1969 Provisions of ILR. 11750 which proposes 1w establish a
wholly owned Government corporation to operate the
postal service,

Judiciary:
Subcommittee on Separation of Powers. Oct. 38, 199 The Philadelphia Plan.
Arimed Services:
Subeonmunitiee on Research and Development. Mar 0 1970 Adequacy of control regarding independent research and

development and bidding proposal expenses,
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APPEARANCES BY GENERAL ACCOUNTING OFFICE REPRESENTATIVES AT CONGRESSIOMAL HEARINGS DURING

FISCAL YEAR 1970—Continued

Suliject

Committer Trate

Banking and Currency:

Subcommittee on Production and Stabilization,  Mar, 31, 1070
Appropriations:

Subcommittee on Legislative Branch. Apr. 81970
Appropriations:

Subcommittee on District of Columbia. Apr. 22,1970
Appropriations:

Subecommittee on District of Columbia. Apr. 22,1970
Government Operations:

Permanent Subcommittee on Investigations. Apr. 28,1970
Labor and Public Welfare:

Subconmittee on Employment, Manpower and  May 5, 1970

Poverty.

Appropriations:

Subconunittee on Deficiencies and Supplements.  May 26, 1970

Commerce:
Subcammittee on Energy, Natural Resources,
and the Environment.

U.S. House of Representatives

Appropriations:
Subcomumittee on Legislative.

Education and Labor:
Special Subcommittee on Education.

TPast Office and Civil Service.

Government Operations:
Subconmitiee on Lega! and Mouetary Mfairs,

Judiciary:
Subconmmittee No. 2

Judiciary:
Subcommittee No. L.

Government Operations:

Subconuitiee on Military Operations.
Science and Astronautics:

Subconunitiee Researeh and

o Science,

Development.

Alay

July

July

Aug.

Sept.

Sept.

Naov,

Nowv

Dee.

0, 1970

13, 1969

4, 1969

a, 1969

a, 1069
11, 1969
19, 1950

20, 1969

4, 1954

5. 3302, 1w extend the Defense Productien Act, und to
establish uniforin cost accouming standards for defease
coniraclors.

General Accounting Office budgetr jusufication for fiscal
year 1971,

Diswrict of Columbia financial management hmprovemenis.
Diswrict of Columbia financing of eapital improvements.
The F-111 aircraft program.

Preliminary findings and ehservations on the Job Oppor-
tunities in the Business Sector (JOBS) prograw,

General Accouniing Office supplemental budger justifica-
tion for fiscal year 1970,

Information on GAO's work in the pesiicides regulation
activity of the Department of Agriculuue. (S, 3866, 10
provide for mere effective protection againsc the hazards
of cconomic poisons. )

General Accounting Office budget justification for fiscal
vear 1970

Unnecessary interest costs being incurred by the Pcdc:';l1
Government on guaraniced student loans wmade uuder
Title I'V, part B, of th= Higher Education Act of 1965,

H.R. 1, HL& 11730, and H.R. 13123, proposals to mod-
ernize the postal establishment, and H.R. 1133 and H.R.
1134, re primarily to appointments of personnel in the
Postal Establishment.

GAO review and evaluation of the actions taken by the
Department of Justice to implement recommendations
made in H. Rept. 1640 (88th Cong., 2d sess.} entided
Judgement  Collection Practices and  Policies of 1he
Deparunens of justice.

H.R. 1390, H. Res. 108, H.R. 13148, and H. Res. 503
silver loss claims,

FLR. 10068 and 5. 1175, to authorize the waiving of the
requircment of performance and payment bonds in
connection with certain contracts entered into by the
Secretary of Commerce.

Military supply systems,

Role af GAO in technology assessment.
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APPEARANCES BY GENERAL ACCOUNTING OFFICE REPRESENTATIVES AT CONGRESSIONAL HEARINGS DURING

FISCAL YEAR 1970—Continued

Commitier

Tate

Subjeat

Appropriations:
Subcommittee on Legislative.

Armed Services:
Special Subcommitice on Independent Research
and Development.
Foreign Affairs:
Subcommittee on International Organizations
and Movements,
Government Operations:
Subcommitiee on Exeeutive and Legislative Re-
organization,

Government Operations:
Subconunittee on Special Studies.

Judiciary:
Subcommittee No. 4.

Government Opcerations:
Subcommitiee on Foreign  Operations  and
Government Information.
Education and Labor:
Select Subcominitiee on Labor,

Seience and Astronautics:
Supcommitice on Science, Rescarch and De-
velopment.

Government Operations:
Subcommittee on Govermment Activities

Banking and Currency.
Joint
Atomic Encrgy.

Economic:
Subcommittee on Economy in Government.

Economic:
Subcommittee on Feonomy in Government.

Awoic Energy.

Economic:
Subrcoutittee on Eeconomy i Governinent.

Atomic Energy.
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Feb. 24,1970

Feb. 23, 1970

Mar., 5, 1970

Mar. 1, 1970

Mar. 12, 1970

Apr. 41970

May 1L 1970

May 1 1470

May 20, 1970

June 4, 1970

June 191970

Julv 9, 1969

Aug. 13, 1969

Dee. 27, 1969

Feb. 16, 1970

May 20, 1970

June 17, 1970

General Accounting Olffice budget justification for fiscal
year 1971,

Adequacy of controls for independent research and de-
velopment, bidding and proposal expenses.

U.S. financial parteipation in the United Natons de-
velopment assistance activities.

President’s Reorganization Plan Na. 1 of 1970, establishing
a new Office of Telecommunications Policy in the
Execcutive Office of the President.

A stady of the atilization and operations of interagency
and public advisory commitiees.

H.R. 14071, audit and disclosure of information by federally
chartered corporations,

L5, paricipation in international erganizations.

Preliminary findings and observations on the Job Oppor-
tunities in the Business Scctor (JOBS) program.

H.R. 17046, o establish an Office of Technology Assess-
ment.

HLR. 143, 1o establish Federal policy concerning the
selection of firms and individuals w perform architee-
wral, engineering, and related services for the Tederal
Government.

H.R. 176880, w amend the Defense Production Act of
1950 and to establish uniform cost accounting standards
for defense contractors.

Passible transfer of Atomic Energy Commission’s gascous
diffusion plants to privite ownership.

Review of the qualification testing of brakes for the A-7D
aiveralt.

Varions aspects of military  procurement  indexing  the
“should eost” concept of estimating costs velating 1w
major weapons systems and implementation of the Truth
in Negotiations Act,

Briefing on the GAO's review of the SATEGUARD
system. (Executive meeting ).

Government procurement areas including: Defense profis
study, feasibility of “*should cost” concepts, major avgui-
sition review, nuliory procurement cost index,  ship-
building claims wnder Navy contracts, and Lockheed’s
financial position.

Proposed increases in wranhum envichment service prices.



Assistance on House
and Senate Financial and
Administrative Operations

GAO has a small professional audit and accounting
staff at the Capitol for the purpose ol performing
audits, examinations, and reviews ol various activitics
of the House and Senate. This staff also furnishes as-
sistance requested by officers of the Congress on man-
agement, financial, and administrative problems. These
requests are received practically daily and require GAO
stall to work very closely with those officials on im-
mediate problems as well as on long range plans for
improving Capitol operations, including the use of
computers and microfilming.

GAO has been working with the stafl of the Clerk
of the Mouse of Representatives in modernizing the
accounting and office procedures of the House, As
a result of this cooperative effort, seven docunents in
the appointment process were reduced to one form,
employee affidavit documents were consolidated, and
accounting procedures and records were revised result-
ing in the elimination of a considerable amount of
unnccessary work. Another improvement involved
mailing of employee paychecks through computer op-
erations rather than approximately 3,000 of the 6.500
employees of the House receiving their paychecks at
the Finance Office cach month. This eliminated the
loss of time by the stall of the Finance Office in al-
phabetizing the checks and by the employees waiting
in line during working hours at the Finance Office to
receive their checks.

At the request of the officers of the Senate and of
the House of Representatives GAO audited and re-
ported on the following activities:

Capitol Guide Foree

Senate Office Beauty Shop

Senate Employees Barber Shop

Senate Recording Studio Revolving Fund
House Stationery Revolving Fund

House Finance Office

At the request of the House Select Conmittee on
the House Beauty Shop an audit was made of this
operation for the calendar year 1969, and assistance
was given in the establishment of the Revolving Fund
for the House Beauwy Shop ereated by the Legislative
Branch Appropriation Act, 1970, Public Law 81-145
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Recommendations for Legislation

The Budget and Accounting Act. 1921, requires the
Comptroller General to make recommendations to the
Congress “looking to greater economy and efficiency in
public expenditures,” In preparing audit reports to the
Congress GAO carefully weighs the necessity for legis-
lative action to correct. improve, or climinate uneco-
nomical practices and activities of the departments
and agencices.

The Office generally makes legislative recommenda-
tions divectly to the Congress in its reports, but in some
cases may sugeest that the ageney concerned initiate
the legislative action. For example, as an outgrowth
of participation in the Joint Agency Transportation
Study, GAO sent to the Administrator. General Serv-
ices Administration, a draft bill designed o exempt
transportation payments from the scope of the law
enacted in 1823 (31 U.S.C. 529 prohibiting the Gov-
ernment from making pavment in advance of the re-
ceipt of services. GAO recomimended that he take the
lead action to obtain approval of this modernizing
legislation since his Administration is one of the prin-
cipal Government shipping agencies (B3-163758). He
agreed to initiate the legislative action.

As part of Uts legislative program GAQ brings pro-
posals to the attention of the committee and staflf mem-
bers having jurisdiction over the subject to obtain
action in the form of levislation as GAO recommended,
or modified as found necessary by the committee upon
further study. Legiskative recommendations by the Of-
fice were the subject of several hearings during the
year.

A discussion of these legislative recommendations
follows.

Recommendations to the Congress
During Fiscal Year 1970

L. Revtew of sugar marketing gquotas established by
the Sugar Act of 1948, as amendcd -~ Satistics pub-
lished by the Department of Agriculture showed that.
during the 6-vear period from 1963 through 1968, an-
nual marketings of sugar by domestic producers rangec
from 225,000 tons to 913,000 tons—-about 4 to 13
percent-below the quotas authorized by the act. The
domestic marketings below authorized quotas accurred
beeause of continuing, long-term delicits in the sugar
production of Puerte Rico and the Vieein Islands.
While the Sugar Act has required that uniilled domes-
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tic quotas be allocated to [oreign countrics. GAO was
mformed that other domestic arcas could provide the
unfilled quotas. Substantial henefits, including a sub-
stantial increase in the income of domestic sugar pro-
ducers and a reduction in dollar outflow [or sugar im-
ports. could be achicved by allocating the unfilled
Puerto Rican and Virein Islands quotas to other do-
mestic sugar-producing areas rather than to foreiun
countries.

GAO recommended that the Congress in ils exten-
sion of leaislation-—which expires on December 31.

1971~ ~consider modification of the deficit allocation
provisions of the Sugar Act of 1948, as amended. to
enable the Secretary of Agriculture to allocate continu-
ing, long-term deficits of a domestic area 1o other

domestic areas rather than to foreign countries.
ministration of Sugar Marketing Quotas Estab
by the Sugar Act of 1948, as amended, B-1186
Sept. 23, 1969.}

9. Assistance provided to persons alveady adequately
housed or hawing relatively lage assels—Under the
feased housing program administered by the Depart-
ment of Housing and Urban Development (HUD
some loeal housing authorities 'LHAsY were providing
assistance to persons alveady adequately housed while

applicants on waiting lists for federally assisted housing
continued 1o live in substandard dwellines. Also, some
LTI
relativelv large amounts of asscts.

GAQ proposed that HUD require LHAs to give
ty in the leasing program to low-income persons

s were providing assistance to persons who owned

pl-
who were not adequately housed and that LHAs be
required to establish and adhere to reasonable limita-
tions on asset holdings of ‘lpphc mts in determining

their ¢l s for Federal assistance under the leasing

program.

HUD disagreed with the proposals. Consequently,
GAD expressed the belief that the Congress mightawish
o consider whether prioritv should be aiven 1o low-
income persons who are not adequately housed and
whether asset limitations caould be established for
determining eligibility for assistance under the pro-
gram. S Administraton of the Leased Housing Pro-
vran. B-118718. Feb. 4, 1970,

Mortgaee loan insurance cedings and land ap-

,‘m”-‘.r}f\ for large rur}pmm‘f.‘ o fnm:‘fu;g communitic,

Inn o report on the review of the procedures and prac-
tees of the Deparoment of Housing and Urban Devel-
opent (HUD for insuring mortease loans for laree

couperative housing communities, GAQ raised gues-
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tions rewarding insurance ceilings and land appraisals
which it believed warranted congressional attention.

According to applicable law, an insured mortgage
on any property of a private morteagor cannot exceed
520 million. By applying this limitation to each seg-
ment of a laree, seli-contained housing cominunity
comprising many individual but interdependent and
intewral property segments, HUD insured or had com-
mitments o insure mortgages of about $270 million on
live particular communities,

Also, treatment of cach segment as & separate mort-
wawe entity resulted in substantial increases in HUTYs
land appraisals and increased the land prices paid to
the developer by the cooperative mortgage corpora-
tions. Lesislative history indicated that the principal
objective of the cooperative housing mortgage insur-
ance prograim was to assist in providing housing at re-
duced vosts to the consumers and that the program
was o be administered to insure that its benefits would
accrue to the consumers.

GAO sugyested that the Uongress might wish to con-
sider whether statutory provisions and HUD's proce-
dires relating to mortgage loan insurance ceilings and
land appraisals are appropriate for large and complex
self-contained housing communities of the type dis-
cussed in the report. 1Questions Regarding Mortgage
Loun Insurance Ceilings and Land Appraisals for
Larae Cooperative Housing Communities, B-158910,
Fely, 27, 1970.

1. Need for change tn interest rate eriteria for deter-
mining financing cods of Federal power program.—
The eriteria used o determining the cost of linancing
the Federal power svstems of the Department of the
Interior and the Corps of Engincers—costs that are
repavahle fromn revenues obtained from the sale of
power result in the use of interest rates that are not
representative of the cost of funds borrowed by the
Treasury during  the construction of  the
power svstemns, Consequently, the Government's cuost
of financing  these systems has been  significanth
understated.

varinus

As an example of the understatement of financing
vosts, the interest rates used in the Federal Columbia
River Power System. although established in accord-
have resulted in
undersiatine by about $22 million the capitalized in-

ance with lone-accepted  eriteria,

terest costs during construction for those major proj-
ects still under constraction in fiseal vear 1968 and in
understating by about $2 million the interest expense

for nseal vear 1968 sn the wrrepaid Federal invest-



ment related to the transinission facilities of the Bonne-
ville Power Administration.

Although recent changes by the Department and
the Corps will result in significant improvements. GAQO
belicves that neither will result in a realistic measure
of the cost to the Treasury of borrowing money during
the period of construction of power projects.

Accordingly, it was suggested that the Congress
might wish to consider changing the interest rate
criteria to provide that:

The interest costs to be capitalized as part of the
Government's investment in power projects be based
on an interest rate prescribed by the Secretary of
the Treasury taking into consideration the average
market yield, during the year in which the invest-
ment is made, on the outstanding marketable obli-
gations which he considers to be most representative
of the cost to the Treasury of horrowing money to
construct the power projects.

The interest to be paid to the Treasury annually
on the Government's unrepaid investment in power
projects be based on a composite of the average
market vields used in computing the capitalized
interest costs.

{Change Proposed in Interest Rate Criteria for Deter-
mining Financing Costs of Federal Power Program,
B-167712, Jan. 13.1970.)

3. Aequisition of land for national recreation arcas
containing improced propertios. —The Natonal Park
Serviee (NPS). Department of the Interior, had a.-
yuired or planned to acquire high-cost improved prop-
erties lorated on o near the boundaries of autherized
national recreation areas although. in GAQ's op.nion.
these properties could have been excluded or could be
excluded from the areas without interfering with the
areas” development. Changes in boundaries 1o exclude
such properties not vet acquired wounld result i sig-
nificant benehits to NPS, especially in those areas where
authorized Tunds have fallen far short of the amount
required to complete the land acquisition and where
considerable wmounts of unimproved land with lower
estimated costs an acre remain to be acquired.

The Department of the Interior rejected the sug-
gestion that consideration be given to adjusting bound-
aries of certain recreation areas to exclude high-cost

improved properties and stated that some aequisitions
ol expensive propertics are necessary 1o protect scenic,

historical, and cultural values.
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In enacting legislation authorizing the establishment
ol national recreation arcas, the Congress frequently
has to dehne boundaries before important facts, such
as the cost of various tracts of land, are known, GAO
therefore recommended that the Cong
such legislation, provide the Secretary of the Interior
with  guidelines

55, i cnacting

for inaking changes in established
boundaries when the acquisition of high-cost proper-
ties located on or near the boundaries is involved.

It was also recommended that the Congress require
the Secretary to prepare an analysis of the location and
estimated cost of high-cost propertics on the perimeter
of those authorised recreation arcas for which addi-
tional funds are needed and to justify to the Congress
the desirability of acquiring such properdes. [ Prob-
lems in Land Acquisitions for National Recreation
Aveas, B-1648-H, Apr. 29, 1970,

6. Need for quidance to establish purpose to be ful-
fitled by a water resowrees project.—The Deparument
of the Interior’s feasibility report for the San Luis
Unit, Central Vallev project. submited 1o the Con-
gress in 1936, stated that an important purpoese of the
Unit was to replenish the ground water. In 1965 the
Bureau of Reclamation amended its contract with the
Westlands Water District, the largest user of water
provided by the Unit, to include provisions which, il
fully implemented. could prevent accomplishment of
this purposc.

The contract was amended to prevent ineligible
landowners towners of more than 160 acres of irriga-
ble land  frony indireetly benefiting from the water
provided by the Unit. To irrigate lands in excess of
160 acres. an ineligible owner would have to pump
fuset ground water. Inelieible landowners could ben-
cht from a vise in the water table resulting fron non-
use of ground water by eligible Jandowners and from
percolation into the around water of irrigation water
applicd 1o the lands of eligible landowners. thus re-
salting in i reduction of inelicible landowners cost
ol putping around water,

To prevent these benefits, the contract was amended
to provide that Westlands, when directed by the Bu-
read, puimp avound water rather than purth:ise water.,
This could result in the Bureau’s paying Westlands
about 82 million and in the Unit's losing revenues
of ahout $4 million.

The Department stated that it did not share GAO’s
concern over the hnancial i pact of the amendment,
sinee it believed that Westlands would not be required
to pump ground water. GAO suzgested, nevertheless,
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that the Congress might wish to provide guidance w0
the Bureau as to which purpose is of primary impor-
tance-- replenishing and stabilizing the ground water
supply or preventing inclivible landowners from receiv-
ing henelits from project water,

GAQ sugeested also that, if it 1s determined that re-
plenishine and stabilizing the ground water supply
sheald be given primary consideration. the Congress
iivht wish to consider the applicability to the San Luis
service area of the provisions of several bills introduced
in the 91st Conaress which. il enacted into Taw, could
have the effect of lessening the need to pump ground
water. { Questionable Aspects Concerning Information
Presented to the Congress on Consuraction and Opera-
tion of the San Luis Unit. Central Valley Project.
B-125043, Feb. 12, 1970.)

7. Restrietion on use of competitive bid procedures

in awarding Fedeval oil and gas leasev—Most of the
leases awarded by the Bureau of Land Management
(BLA . Department of the Interior, for the develop-
ment of oil and gas resources on Federal lands have
Leen granted on a noncompetitive basis and. inmany

cases, at prices less than their indicawed faiv
value. The lands are leased noncompetitively because
of the requirement of the Mineral Leasing Aet 30
U.Ss.Co181

gealogic structure of a producing oil or eas field must

that lands not located within a known

be leased nencompetitively, Generally, the geologic
data needed to determine whether lunds ollered o
leasing are within such a structure are not availahle
10 the Department before leasing and drilline.

GAO believes that the Government should and could
use competitive bidding to a greater extent o insure
prices that more nearly approximate the land's fair
market value.

Also, indications were found that the statory vight
ol lessees to assign to other persons oil and uas leases
of Federal lands in units as small as 10 acres impedes
rather than induces the development of oil and gas
IEsOuIees,

GAO recommended to the Conaress that the Mineral
Leasing et be amended to £ 1) require that oil and as
leases of all Federal lands be awarded competitively
unless otherwise justified and (20 increase the mini-
mum acreage limitations applicahle to the assivmment
of such leases. ¢ Opportunity for Benefits through In-
creased Use of Competitive Bidding wo Award Oil and
Gas Leases on Federal Lands. B-118678. Mar. 17,
19701
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8. Need to improve cffectivencss of construction
grant program for abating, controlling, and preventing
water pollution —The construetion wrant program for
abating, controlling, and preventing water pollution
has been administered by the Federal Water Quality
Administration (FWQA", Department of the Interior.
for the most part on a first-come-first-served or readi-
ness-to-proceed hasis with little consideration given to
the benefits to be attained by the construction of indi-
vidual treatment plants. Also, a serious question exists
as to the attainability of the States’ water quality stand-
ards by the dates in the implementation schedules
because construction is proceeding at a rate well below
the anticipated rate.

GAO vecomnmended that the Secretary of the Inte-
vior require that the States, in establishi

priovities
for the construetion of waste treatment facilities. and
FWQA in approving grants for such construrtion. give
consideration to -1 the benefits w be derived from the
the actions taken.
or planned to be taken. by other polluters of the water-
ways. It was recommended also that FWQA consider

construction of the facilities and 2

utilizing systems analvsis techniques in the planning
for and implementing of water pollution contrul
programs.

The Department of the Interior agreed that a more
systemnatic means of awarding construction grants must
be found, and on Julv 2, 1970, the Secretary of the
Interior issued reculations which require that, to be
cligible for Federal aid. a new project must fit in with
comprehensive river basin-wide programs for pollution
abaterment as well as with metropolitan and regional
plans.

The Deparunent took the position, however, that
providing less than secondary  teatment of waste
would not be aceeptable and that interim goals should
uot be established. GAO recommended. thereiore, that

the Congre

55 consider requiring the Deparunent 1o
provide for interim woals and to allow communities
construct less than secondary treatment facilities when
it can be demonstrated that a lesser degree of treatment
will result in water quality enhancement cominen-
surate with proposed present and future water uses.
Tn addition, since the Federal Water Pollution Con-

trol Act provides that priority for construction grants

be given on the basis of Anancial as well as water pollu-
tion control necds--which could result in the award of
grants that provide litde benefit in tenns of apprecia-
bly nproving quality or uses—GAQ suggested that

the Congress might wish to consider amending exist-



ing leeislation to provide that priorities be established
on the basis of benefits w be realized. ' Examination
into the Effectiveness of the Construction Grant Pro-
gram for Abating, Controlling, and Preventing Wate
Pollution, B-166306, Nov. 3, 1964,

9. Clarification of statutory provisions recarding
Federal grants awarded for constructing reunicipal
waste treatment  facilitice which benefit industrial
users— The Federal Water Pollution Conwol Act of
1956 authorizes the Federal Water Quality Adminis-
tration (FWQA to award wrants to State, interstate,
municipal, and intermunicipal agencies for the con-
struction of necessary waste treatment facilities w pre-
vent the discharge of untreated or inadequately treated
sewage or other waste into any waters. FWQA dues
not differentiate between inunicipal and  industial
wastes and considers the termi “other waste™ as in-
cluding industrial wastes.

FWQA has awarded grants to municipalities for the
construction of facilities to treat 717 domestic wastes
only, 121 industrial wastes onlv, and (5 domestic and
industrial wastes. A laree amount of Federal arant
funds has been awarded for the construction of [acil-
ities to treat signticant quantities of industrial wastes,

Although the Congress ware of FWOA's policy
of awarding erants to municipalities for the treatment
of both domestic and industrial wasies, 1t is yuestion-
able whether the Congress intended thar wrants be
awarded for the construction of [aciiites for the treat-
ment of industrial wastes only. GAO therefore sug-

wested that the Congress might wish to 1 clarifv its
intent as to whether Federal grants are to be awarded
to municipalities for the construction of facilities to
treat incustrial wastes only andd (2 consider other al-
ternatives to present practices for hnancing the cons
struction of {avilities for the weatment of both domestic
and industrial wastes.

Tt was suggested also that the Congress micht wish 1o
consider the information in GAOs report in view of
proposed water pollution legislativns in 1070 yeeard-
ing the financing of municipal waste wreaunent facil-
ities and the problem of financing induswial poilution
contral.

The Departinent of the Interior concurred in the
need to examine existing policies and o develop new
policies, where appropriate. On July 2, 1970, the See-

retary of the Interior issued reculations which provide
that no Federal grant may be made for any waste treat-
ment system designed to treat industrial wastes only,

anel that, il industrial wastes are to be treaned n0a joint
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damestc-industrial svstem, mdustey = ould have w pre-
treat those wastes.

While the full naport of the regulations is not clear,
they do not fullv cover the matters GAQ sugeested for
the Clongress,
Awarded for Constructing Waste  Preatment Lacil-
iies Which Beneht Industrial Users, 13- 166306, Mav 8,
1970,

10, Disclosure of the nature and r.r:agm'."uu’;' af «

consideration by Federal Grrants

program to place additivnal layore of pacement on
prreciowsty completed scaments of the Intorstate High-
way Svtenp-=The Federal Highway Administration
has authorized placement of an added laver of pave-
ment coverlay s o extend the design vear of certain
deteriotated seements of the Interstate Highway Sys-
tem which were authorized for construction prior to
the date of the 1963 amendiment o the Federal-Aid
Highway Act. Prior to the amendmient, Interstate high-
wavs were o be desiened to canry the types and vol-
umes of raffie forecast for the vear 1975 (the desien
vear . The amendment vevised the desien vear from
1975 10 20 vears fram the date of authorization.
Althoueh the overlay program thus far has been
applied only o certain segments of the Interstate Sys-
tem authorized before enactiment of the 1963 amend-
ments, there will be a continuing need for periodic
overlavs of segments of the Svsten. a need that will in-
vrease with the passage of time and with expected in-
creases i weights and volumes of oraflic, Also. the

cost of the overlay program will vastly exceed the

anount reported to the Congress in the 1968 estimate
of the cost to complete the Interstate System.

Because of the long-term need for overlays and
the substantial costs mvolved, which vastly exceed the
wnonnt reported o the Coneress, and because the in-
twent of the Congress was not clear. GAO suugested
that the Congress might wish 1o express its intent rel-
ative to the use of Interstate funds to uperade com-
pleted segiments of the Interstate System. Also, GAD
sugeested that the Congress might wish to consider the
long-term need for overla

its deliberations on the
funding of the Interstate System, any [nture expan-

sions thereof, or any follow-on highway programs.
(Probles Resulting from Deterioration of Pavement
on the Interstate Highway System, B-164497, June 30,
1970,

11 Operations of the House Beuty Shop.—Dur-
g the audit of the House Beauty Shop for calendar
vear 1968, GAO suguested that the Select Committee
on the House Beauty Shop seek legislation that would
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provide for a revolving fund in the U.S. Treasury,
make the Sclect Commitice a permanent conumnit-
tee, provide for audits of the Beauwy Shop by the
General Accounting Office. and rvequire surplus {unds
to be transferred to the general fund of the Treasury.

All of these suggestions were adopted in the Legis-
lative Branch Appropriation Act of 1970 + Public Law
91-1-437 which was enacted on December 12, 1969.
{Audit of the Financial Transactions of the House
Beauty Shop for Calendar Year 1968, B-162878,
Aug. 6, 1969.)

12. Production of weapon systems despite kuwown
deficiencies i cssential components.—The Army pur-
chased quantities of the Sheridan, a tank-like weapon
system: MGOALEL tank turrets: and M60AIE2 tanks
which will require substantial inoditication before they
will be fully suitable {or operational use. Appreciable
quantities were authorized for production despite
known development deficiencies in essential compo-
nents. As a result, many of these weapons were put
inte storage instead of being added to the combat
cffectiveness of the Army as planned.

GAO proposed a series of actions [or application
to current and future development programs to in-
crease management cffectiveness and o deploy ac-
ceptable weapon systems sooner. The Army concurred
in most of the proposals and stated that mager actions
or improvements had been initiated which should
reduce deliciencies in Tuture program manigement.

Several comumittees and many Members of the Con-
aress had expressed a strong interest in major weapon
systems and how their development and procurement
could be improved. To enable the Congress to exer-
cise appropriate legislative controls over the funding
of major defense svstemns, GAO sugzested that the
Congress may wish to require that 11 determination
he made by the Sceretary of Defense, prior to author-
izing production of a new svstem or major modifica-
tion of an existing system. that all of its significant
components have satisfactorilv met all prescribed de-
velopmental tests and 72) inanv case where the Sec-
retary of Defense considers that authorization of
production is essential even though not all develop-
mental tests have heen satisfactorily completed, a
certification to that effect be furnished by the Secretary
of Defense to the appropriaie congressional commit-

tees—such certification to include the reasons for au-
thorizing concurrent development and production and
the status of development of each significant com-

ponent. (Need tor Management lmprovement in
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Expediting Development of Major Weapon Systems
Satisfactory for Cowbar Use. B-163058, Nov. 17,
1969. )

13, Contractors’ independent research and develop-
ment costs harne by the Government.—Independent
research and development (IR&D is that pan ol a
contractor’s total vescarch and development program
which is not conducted under a dircet contract or
grant but s undertaken at the discretion of the con-
wactor. fn certain cases a peneral agreeiment is nego-
tiated with the Government establishing a dollar ceil-
ing on the cost of IRED which the Government will
accept. Under policies of the Department of Defense
110D and of the National Aeronauties and Space
Administration { NASAY. IR&D need not be related
o vurrent or |)I'()Spl.'cti\'t‘ Government procureiient.
Under the policy of the Atomic Encrgy Commission

AEC). the IR&D cost is allowed only o the extent
that it benefits the contract work, During 1968, major
Government contractors spent about $1.39 billion for
IR&D. bid and proposal. and other technical effort.
The Government paid for more than hall of this
amount-—almost  entively under DOD and NASA
contracts.

GAO made a review at nine plant locations of seven
contractors and at several Government agencies and
identificd a number of significant problem areas in
the Govermment’s participation in IR&D programs.
Many of the problems had been recognized for vears
but had not been resolved.

Both the Senate and House Committees on Armed
Serviees planned hearings on the subject of IR&D
and related costs. In conjunction with the hearings,
GAO made the following suggestions for considera-
tion of the Congress.

Because no clear distinction can be made between
IR&D. bid and proposal, and other independent
technical efort, any agreed ceilings on IR&D can
be avoided through description of an TR&D project
under a different terminology. Therelore, all inde-
pendent technical efforts of contraciors should be
vonsidered as a single entity,

Unlike the AEC and NASA, DOD has scparate
appropriations for procurement and for rescarch
and development activities and DOD's share of con-
tractors TR&D costs aenerally is absorbed by the

procurement appropriation without identification
as IR&D. 1T the Conaress authorizes continuation

of the present practice of allowing the inclusion of

IR&D as an acceptable cost element in negotiated



contracts, DOD should be directed to break out and
identify separately in its appropriation requests the
amount estimated as required for this purpose,

The policies Tollowed by DOD and NASA on
acceptability of IR&D costs differ from those of AEC
which allow such costs as an element of overhead
only to the extent that they provide a direct or in-
direct benefit to the contract work, A pelicy should
be established by the Congress stating the extent
to which, and under what circumstances, Govern-
ment agencies should participate in the contractors’
independent technical efforts.

GAQ also identified several issues and alternatives
which warranted consideration in determining  the
Government-wide policy. as follows.

Whether or not the present practice of allowing
IR&D as an accepiable overhead cost in negotiated
contracts should be replaced by a system of::

{ai Extending the use of direct rescarch and
development contracts o include those 1R&D
projects which the agency wishes to support Tully
or on a cost-sharing basis and thereby providing
ercater assurance that the desired work will be
performed and that the Government will be en-
titled w information and rovalty-free rights to any
inventions arising therelrom, and

(b} Authorizing an allowance for a stipulated
percentage of the remainder of the contractor’s
total IR&D) effort, irrespective of the source of
the funding. cither as a profit factor or through
acceptance as a recognized overhead cost, as an
incentive to contractors to continue technical
cfforts bevond those direetly contracted with the
Government.

Whether or not allowances to contractors for
IR&D should be limited to projects that have a
direct and apparent relationship to a specific func-
tion of an agency.

Whether or not. if IR&1D allowances by DOD and
NASA are continued on the present basis and are
not related direetly to current or prospective Govern-
ment |!1'0(‘u1'(‘n1vnl, ﬁn:mcial Slll)l)nl'[ 5]10”}(' he ’)1'0-
vided to companies with similar capabilities, which
do not hold Government contracts, as a means of
supporting and strengthening industrial technology.
These suggestions were considered in hearings held

m March 1970 before the Senate and House Commiit-
tees on Armed Services. Subsequently, the Congress
included restrictions on the payments to contractors
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for IR&D and bid and propesal costs wnder section
203 of the DOD Military Procurement Authorization
Act of 1971, Public Law 91-441. enacted October 7.
1970. { Allowances for Independent Research and De-
velopment Costs in Negotiated Contracts--Issues and
Alternatives, B-164912, Feh. 16, 1970,

Actions Taken by the Congress on
Recommendations Made in Prior Years

L. Gocernment's contribution to the cost of service-
men’s group life insurance~=The law authorizing the
servicemen's group life insurance program 38 U.S.C.
701 provides thar members covered by the program
bear the cost of normal mortality claims and that the
Government bear the cost of mortalities traceable to
the extra hazards of war. GAO's review of this program
showed that. although the Veterans Administration
computed the Government's extra hazard costs in ac-
cordance with the formula preseribed by law, the ap-
plication of the formula resulted in  servicemen
contributing about $15 million during fiscal year 1968
for the costs of death claims traceable 1o the Vietnam
conflict.

A review of the legislative history of the authorizing
legislation showed that the Congress intended that the
Government bear all mortality costs traceable to the
extra hazards of war. GAO therefore recommended
that. in order to implement the intent of the legisla-
tion, the Congress consider amendatory legislation
changing the formula contained in the law.

On June 235, 1970, Public Law 91-291 was approved
containing a provision to assure that the Government
will bear all mortality costs traceable to the extra haz-
ards of war. {Legislation Needed To Avoid Service-
men’s Bearing Wartime Mortality Costs Under
the Servicemen’s Group Life Insurance Program,

B-114839. May 29, 1969.)

2 Compensatory time off in licu of swertime com-
pensation for employees of the Government Printing
Office—In August 1966, GAO advised the Public
Printer that it was not clear whether there was legal
authority for the practice of granting compensatory
time off in lieu of overtime pay and that he should ob-
@in specific authority for this practice. The Public
Printer drafted appropriate amendments to the exist-
i law and submitted them to the Joint Co nmittee
on Printing, but the Joint Committee deferrec action
until after Title 44, United States Cade, “Public Print-
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ing and Documents,” was recodified and enacted as
Public Law 90-26 on October 22, [968.

In October 1969, a bill (H.R. 144331 autherizing
the Public Printer to grant an emplovee paid on an an-
nual basis compensatory time ofl instead of overtime
pay for overtime work was introduced in the House of
Representatives and referred to the Commitiee on
House Administration. In May 1970, the bill was re-
ported with a technical amendment and committed to
the Committee of the Whole TTause on the State of the
Union. This measure was passed by the Congress and
enacted as Public Law 91-36% on July 31, 1970, (Ex-
amination of Financial Statements of Government
Printing Office, Fiscal Year 1963, B-111829, Aug. 29,
1966.)

3. Economic opportunity programs.—GAQ reviews
of programs and activities carried out under the Eco-
nomic Opportunity Act of 1961, made pursuant to
statutory  directive included in section 201 of the
Economic Opportunity Amendments of 1967, showed
the need for revisions o provide more effective means
to achieve the objectives of the act. Accordingly, GAO
recommended to the Congress that revisions were
needed in the programs and organizations cstablished
pursuant to the act. The results of the reviews. includ-
ing GAO's recommendations. were considered by the
Congress during hearings leading to the enactment of
the Economic Opportunity Amendments of 1969, Pub-
lic Law 91-177. approved December 30, 1969, Review
of Economic B-130315,
Mar, 18, 1960.)

Opportunity Programs.

Restatement of Prior Year
Recommendations

1. Clarification of law regarding wie of arailabic
funds under other loan pregrams before wie of emer-
gency loans is approved —A GAO review in 14 coun-
ties which had been designated as emergency arcas by
the Secretary of Agriculture showed that 3-percent
emergency loans had been made swhen substantial
amounts of 3-percent Farmers Home Administration
operating loan funds were available. Section 321 a
of the Consolidated Farmers Home Administration
Act of 1961 requires, in part. a deten

nation that
there exists a general need for agricultural ereditwhich
cammot be met from other sources. including Farmers
Home Administration programs, prior to designation
Gf a l.'.(.llTI'Il!' [ﬂ]' cmergency loan assistance. .‘\.l" (|0C11-
mentation vas available to show that this determina-
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tion had been made prior to designation of the 14
counties.

The Farmers Home Administration contends that
cmergency area designations may be made before ap-
plicable Farmers Home Administration funds are ex-
hausted and that Congress never contemplated that a
disaster desienation should be withheld as long as such
funds are available.

GAO found no specific criteria in the enabling leg-
islation or pertinent legislative history indicating the
intent of the Congress in this matter. [t was suggested
that the Congress might wish to ¢larify the law regard-
ing the use of funds in other loan programs before the
use of emergency loans is approved.

The Department of Agriculture advised the chair-
man of the House Committee on Government Opera-
tions in May 1969 that /1) GAO's report correctly
showed the Department’s position on designating
cimergency areas and making 3-percent emergency
loans when other program {unds are available and (2"
because this has been a longstanding practice without
congressional objection. the Department did not see a
need for leaislation on this matter,

GAO continues o believe that since the law or
pertinent legislative history is not sufficiently elear re-
carding the use of funds in other programs before
emergeney loan funds are used. clarification of exist-
ing lecislation is needed. ¢ Policies and Procedures
for Recommending Emergency Area Designations,

B-114873. Mar. 21 1969.)

2. Review of policies and practices for acquiring
land for rescrvoir projects.—The Corps of Engineers
was acquirine fee title to thousands of acres of reservoir
project land when less costly flowage casements would
have sufficed or when no interest was required for
water control purposes. GAQ estimated that the addi-
tional cost of acquiring fee title to 388 selected tracts
at seven reservoir projects amounted to about $2.7
million.

[t was recognized that fee acquisition may have been
desirable to satisfy purposes other than water control:
however. GAO found that the Corps had not identified
the additional cost incurred for other praject purposes.
mainly recreativon and fish and wildlife. The Fish and
Wildlife Coordination Act indicates that the Congress
desires cost information on land acquired [or fish and
wildlife purposes. GAO found also that the total cost
of the land acquired for recreation purposes was paid

for by the Federal Government even though some of
these costs may have been properly financed by non-
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Federal interests under the cost-sharing provisions of
the Federal Water Project Recreation Act,

In response wo GAQ proposals, the Deparunent of the
Army stated that information on acreages and approxi-
mate costs to be incurred for such purposes as reerea-
tion and fish and wildlife could be furnished to the
Congress. if it was desired. With respect to the addi-
tonal financing which may have been available from
non-Federal sources, the Department stated that this
would tend to decrease reereational development by
local interests and, at some future date, would cause
substantial administrative problems.

GAO suggested that the Congress. in prescribing the
nature and extent of reservoir project purposes, might
wish to require that the Corps identilv, for congres-
sional consideration, the costs incwrred in acquiring
greater interests in land than are needed for water
contral purposes, the purposes for which such inter-
ests are acquired, the related acreages, and the bene-
fits to he derived from such interests. It was also
suggested that the Congress might wish to express its
intent as to whether the additional costs incurred for
recreation and fish and wildlife purposes should be
treated as separable costs and be subject to cost shar-
ing under the Federal Water Project Reereation Act,
{Review of Policies and Practices for Acquiring Land
for Reservoir Projects. B-118634. Feb. 3, 1969.)

3. Policies and procedures used in estimating costy,
cealuating bids, and awarding contracts for dredg-
ing.—The law under which the Corps of Engineers
awards contracts for dredging (33 U.S.C. 624 sup-
ulates that appropriated [unds shall not be used to pay
for any work done by contract il the contract price
is more than 23 percent in excess of the estimated
cost of the Government's doing the work with its own
equipment and crews.

The Corps has taken the position that it is not re-
quired to prepare in-house estimates unless a Govern-
ment plant is or wi'l be available 10 do the dredging.
Instead, the Corps awards contracts for dredging to
the contractor whose bid price is low and is not more
than 25 pereent in excess of the Corps’ estimate of fair
and reasonable cost to a contractor, exclusive of profit.
GAO examination of 32 dredaoing contracts showed
that, based en GAO's estimates of in-house cost, 11 of
the contracts were awitrded at prices that were about
$2.1 million in excess of the statutory limitation and
about $4L4 million in excess of the costs that would have
been incurred if the work had been done by the Corps
ifself.
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The Department of the Army disagreed with these
findings and stated that the policies and practices of
the Corps were in accordance with the policies and in-
tentions of both the Congress and the Administration.

In GAO's opinion. there has been o deviation from
the provisions of 33 U.S.C. 624. Therefore. GAO sug-
gested that if the Congress should determine that the
Corps® policies and procedures applicable to its dredg-
g operations were to be continued, consideration be
given to revising or repealing 33 U.S.C. 624,  Need for
Improving Policies and Procedures for Estimating
Costs. Evaluating Bids. and Awarding Contracts for
Dredging. B-161330. Aug. 7, 1967.)

+. Questionable statutory interpretation by EDA
as basis for awarding certain grants.--The Public
Works and Economic Development Act of 1965, as
amended (42 US.C. 3121 . authorizes a loan and
arants prograim to provide financial assistance to States
and other entities for public works and related facilities.
Basic arants up to 50 percent of project costs and sup-
plementary grants that do not increase the total Federal
contribution beyond 80 percent of project costs are
authorized. Section 101{¢: of the act requires that, in
determining the amount of any supplementary grant,
the Economic Development Administration (EDA),
Department of Commerce, consider the relative needs
of the area. the nature of the project, and the revenues
which the project could be expected to generate in
excess of those which amortize the local share of initial
costs and provide for its successful operation and main-
tenance (including depreciation ).

Although EDA’s establ'shed poliey requires consid-
eration of project revenues in  determining the
amount of a grant supplementary to a basic grant by
EDA. it did not require consideration of project rev-
enues where the basic arant was by another Federal
agency and the combined grants would not exceed 50
percent of project cost. Consideration of revenue data
for three such projects included in the 18 projects
GAO reviewed indicated that, during a 30-vear period,
net revenues of about $+.6 million could reasonably
have been expected to be available to support loans
in lieu of the $363,200 supplementary grant assistance
approved for the projects.

Because of the i

ipact of the EDA policy on amounts
of grant assistance provided to applicants and in the
interest of providine financial assistance to as many
needy projects as possible, GAO suggested that the
Congress might wish to express its views as to whether
EDA should consider project revenues when an EDA
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grant supplementary to a basic grant by another Fed-
eral agency does not result in the total Federal grant
contribution’s exceeding 50 percent of project costs.
{ Improvements Needed In Procedures for Determin-
ing Supplementary Grant Assistance for Public Works
and Development Facility Projects, B-153H4, Feb, +.
1969.)

5. Opportunities for reducing interest costs to the
Government on certain types of Federal income tax
refunds—Under the Internal Revenue Code of 1954,
taxpayers who claim refunds by correction of or
amendment (o their income tax returns reccive a con-
sideration. in the form of interest at the rate of 6
percent, not accorded to taxpayers who claim refunds
at the time they file their returns.

For refunds claimed on initial returns, interest is
not allowed if the rvefunds are paid within 45 davs
following the due date [or filing the return or the date
the return is actually fled. whichever is later. For those
refunds claimed by correction of or amendment to re-
turns, interest usually acerues for the period from the
prescribed due date for filing the return until the re-
fund is certified for pavment. Returns may be corrected
or amended up to 3 vears alter they are coquired 1o be
filed.

GAO suggested a change in the Internal Revenue
Code to provide that interest on refunds resulting from
taxpayers furnishing additional information to correct
or amend their initial income tax returns accrue from
the dates the claims for such refunds are filed and that
the Internal Revenue Service (IRS) be authorized to
establish a reasonable period after such claims are filed
within which interest-lree refunds may be made. The
Treasury Department disagreed primarily on the basis
that the Congress has recognized that interest should
be paid because the Government has had use of the
taxpavers’ money. Also, the Deparunent believed that,
if this proposal were adopted. similar legislation might
be required which would make it unnecessary for tax-
payers to pay interest on tax deficiencies until the ex-
piration of a reasonable period after being notified of
the deficiency. GAQ did not agree with the Depart-
ment because the Congress had previously made vari-
ous changes in the Code to provide that interest not

he allowed on certain refunds when justified by existing
circumstances even though the Government had use of
the taxpavers” money during the retention period.
GAO suggested that the Congress migh wish 1o
consider amending the Code to provide that mterest
on refunds resulting from taxpayers’ furnishing addi-
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tional information to correct er amend their initial
income tax returns acerue from the dates the claims are
filed. except that IRS be authorized to establish a rea-
sonable period after such claims are filed within which
interest-lree refunds may be made. Tt was suogested
that, if the Code were changed in this regard, the Con-
gress might also wish to consider making the chanse
applicable to excise, employment. and estate tax re-
funds. (Proposed Revision to the Internal Revenue
Code Governing Interest Pavments on Certain Types
of Federal Income Tax Refunds, B-137762, Sept. 19,
1968.)

6. Oprortunities for reducing interest costs on 1e-
funds att ‘butable to net operating loss deductions—
The Interac] Revenue Code of 1954 permits taxpavers
to offset net perating business losses of a current tax
vear against a prior vear's taxable income and thereby
receive a tax refund. Interest on these relunds is paid
by the Governiment at the rate of 6 percent. commenc-
ing on the first dav lollowing the close of the vear in
which the business loss occurred. Also, there is no
interest-frec period allowed the Government within
which to process refunds attributable to net operating
loss deductions. Therefore. taxpavers who delav filing
claims for refunds for periods up to 3 vears receive in-
werest for the entive period. Interest paid on all relunds
attributable to net operating loss deductions during
fiscal vear 1961 was estimated to total about $28
million,

CGAO suggesied that the Congress mizht wish to con-
sider amending the Code 1o provide that interest on
refunds resulting from net operating loss carrvback de-
ductions beain from the diate that applications or claims
for such refunds are filed instead of from the date fol-
lowing the close of the taxable vear in which the net
aperating loss occurs, except that the Internal Revenue
Service be authorized o establish a reasonable period
after applications or claims are filed within which
interest-free refunds may be made. This change would

e consistent with current provisions which allow the
Governiment an interest-free period within which to
process ordinary refund payments. The Assistant Sec-
retary of the Treasury for Tax Poliey stated that the
Treasury was prepared to support leisiation to carry
out this proposal.

GAO sugaested that the Congress might also wish to
congider similarly amending statutory provisions con-
cerning interest payinents on refunds attributable o
imvestiment eredit carrvbacks, foreian credit canvbacks,



and unused deductions of life insurance companies.
{Opporwmities for Reducing Inerest Costs on Re-
funds Attributable 1o Net Operatne Loss Deductions.
B-137762. May 26. 1967,

7. Proposed recision of law cociming financing of
salary costs of vetoed vl sercion anendtands reci-
played by Fedeval agencie: GAO reconmnended that
the Congress consider amending the provision of the
civil service retirement law relating 1o the payment of
annuities and salaries to reemploved retired eniployees
(5 U2 C. 834 to provide that amounts equivalent to
the annuities allocable to the period of actual employ-
ment, which are deducted from reemploved retived
emplovees” salavies. be transferred by the emploving
Federal agendies 1o the Civil Service Retirement and
Disability Fund.

Amending the civil service retirement law as pro-
posed would resnlt in the full salary costs of reemploved
annuitants being hnanced by the emploving aeencies
rather than a portion of such costs being financed by
the retivement fund. { Proposed Revision of Law Gov-
erning Financine of Salary Costs of Retived Civil Serv-
iee Annuitants Reemploved by Federal  Agencies.
B-130150, May 28, 1968,

8. Cost of providing vetivement. disability, and com-
pensation benefits for Federal Deposit Insurance Coi-
poration employees—-The Federat Deposit Tnsuranee
Corporation (FDICH is required 1o contribute to the
Civil Service Retirement and Disability Fund on sal-
aries paid to its emplovees after June 30, 1957, How-
ever, the law does not require FDIC 1o pav into the
fund the Government's share of the cost of providing
retirement and disabilite benetits for FDIC cimplovees
Ivom the creation of the Corporation throueh June 50,
1957, Neither does the Jaw require the Corporation to
make anv payments into the cmplovecs” compensation
fund nor to hear any portion of the cost of administer-
ing the civil service retirement svstens or the Employ-
ees’ Compensation Fund.

GAO has recommended in several annual audic ve-
ports that the TPederal Deposit Inswrance Aet be
amended o require FDIC 1o pay na share of the above
costs. GAO believes that adoption of the recommenda-
tion would result in a more equitable allocation of the
cost of retirement, disability, andd comnaensation bene-
fits between the Federal Governmoent and FDIC.
tAudit of Federal Deposit Insnrance Corporation for
the Year Ended June 300 1969, B=114831, Mar, 14,
1970,
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9. Audite of the Federval Deposit Inaovance Corpora-
tion on a calendar year basic.---GAQ has recommended
i several annual reports on its audits of the Federal
Deposit Insurance Corporation (FDIC that section
177c ol the Federal Deposit Insurance Act be
arnended o require that GAO audits of FDIC be made
on & calendar vear basis rather than on a fiscal year
bhasis as provided in the act. Adoption of this recom-
mendation would eliminate the inconsistency between
the periods covered by GAO's audit reports and by
FDICS anuual reports. (Audit of Federal Deposit
[nsurance Corporation for the Year Fnded June 30,
TEG4 13- 11831 Mar. 190 1970,

10. Prapoicd vepeal of requirement that the Comf-
trofler General make an annual audit of the General
Supiply Fund.—GAO submitted for the consideration
of the Congress a legislative propesal recommending
that seetion 109(e - of the Federal Property and Ad-
ministrative Services Act of 19449 be amended to dis-
continue the specific statwtory requirement that ihe
Comptroller General make an annual audit of the
General Supply Fund.

1t 15 believed that the Accounting and Auditing Act
of 1950 and the Budget and Accounting Act, 1921,
provide ample autherity for the General Accounting
Office 1o review the General Supply Fund when de-
wrmined necessary or when requested to do so by the
Congress. In the absence of the specific audit require-
ments of the 1949 wet. GAO would have the same
freedomn of choice under the broad eeneral audit au-
thority civen to it under the 1930 and 1921 acts in
selecting the period and scope of financial reviews that
it has in other areas in the General Services Adminis-
tration and in other ageneies in general.

A bille SC1767. that would implement the recom-
mendation was introduced in the Senate in May 1967,
but no further action was taken prior to the close of
the 90th Congress. At June 30, 1970, . similar bill had
nat heen introduced in the 91st Congress.

11, Need to clarify intent as to whether competitive
negotiation requirements apply to the negotiation of
architect-cngineer contracts.—1In April 1967 GAO re-
ported 1o the Conaress that in contracting for architeet-
Federal consuruction
agencies were soliciting  proposals only from  the

engineer services  the major
architect-enginecr firm selected on the basis of various
qualiications and  without consideration of price.
Pubtic Liaw 87-633 requires that, in all negotiated
procurements in excess of $2,500, proposals be solicited
from the maximum number of qualified sources and

31



ASSISTANCE TO THE CONGRESS

that discussions be conducted with all responsible of-
ferors whose proposals are within a competitive range.
price and other factors considered.

In GAQ's opinion, the procurement of architect-
engineer services was and should he subject to the
competitive negoliation requirements of Public Law
87-653. GAO suggested that (1) in view of past ad-
ministrative practices in the procurement of such serv-
ices, it was important that the Congress clarify its
intent as to whether the competitive negotiation re-
quirements of the law are to apply to such procure-
ments and (21 if the Coneress determined that it was
not so intended. the law should be amended to specif-
ically provide for an exemption for this wpe of
procurement.

Bills were intreduced in the 91st Congress which.
il enacted into law. would have the effect of exempting
procireinients of architect-cngineer services from the
corpetitive negotiation requirements of Public Law
47-633 and the Federal Procurement Regulations and
would lecalize present practices of the agencies.

FLR. 16443 was one such bill and, on June -+ 1970,
the Comptroller General testified before the Subcom-
mittee on Government Activities. House Committee on
Government Operations. in connection with its hearing
on that bill. On September 10, 1970, the commiltee
reported the bill favorably.

There was included in Public Law 91-311. the
Military Construction Authorization Act, 19710 ap-
proved October 26. 1970, a provision which requires
the military services to continue awarding contracts

“in accordance with

for architect-cngineer services
presently established procedures, customs, and prac-
tice.” | Government-wide Review of the Administra-
tion of Certain Statutory and Regulatory Require-
ments Relating to Architect-Engineer Fees, B-132306.
Apr. 20, 1967.)

12. Repeal of prcsent statutory fee limitation on
architect-engineer fees—-The major constriction agen-
cles were contracting for architect-engineer serviees at
fees in excess of the statwiory provisions which limit
the fees payable to architect-engineers o b percent of
the estimated cost of construetion. Generally, these
agencies interpreted the limitation as applving only to
that portion of the towal fee relating o the production
and delivery of designs, plans. drawings, and specifi-
cations. Under such interpretation, most of the archi-
teet-engineer contracts under which the otal fee
exceeded 6 percent would be in compliance with the

limitation. In GAO's opinion, however. the military
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procurement statute and the Federal Property and Ad-
ministrative Services Act of 1949 impose the 6-percent
fee limitation on all architect-engineer services. in-
cluding such services as soil borings, supervision and in-
spection ol construction. master planning, and the
preparation of technical operating and maintenance
manuals, as well as the production of designs, plans,
drawing

Also, in GAO's opinion. the present statutory fee
limitation is impractical and unsound principally be-
cause (1; the limitation is coverned by estimated con-
struction costs which do not necessarily relate to the
value of the architect-cngineer services rendered, (20
estimated construction costs may not he known at the
time the limitation must be applied, (31 some archi-
tect-engineer contracts do not involve programmed
construction projects, b the  limitation mwayv be

5, and specifications.

partially aveided by agencies having their in-house re-
sources perform services that have generally been con-
tracted to architect-engineer firms. and (3) architeet-
engineer fees in terns of percentages of construction
cost vary widelv and thus render impracticable the
establishment of a percentage at an appropriate level
to effectively limit the fee for the majority of contracts,

The present requirements for competitive negotiation
and the submission and certification of cost or pricing
data. if properly applied to contracts for architect-
engineer services. should provide adequate assurance
of reasonable fees. Therefore, GAO recommended that
the Congress repeal the G-percent limitation imposed
on architect-cniineer fees by 10 T.5.C. 2306 (d), 4540,
7212, and 9540 and by section 3041 of the Federal
Property and Administrative Services Act of 1949, as
amended 11 TRS.CL 254 bY) . A bill to implement this
recommmendation, S, 20309, 90th Congress, was intro-
duced in Julv 1967 but was not acted upon. At June 30.
1970, a similar bill had not been introduced in the
st Coneress. In May 1970 GAQ proposed a bill
whicl. i enacted into law, would repeal the cited 6-
pereent hmitation. {Government-wide Review of the
Administration of Ceriain Statutory and Regulatory
Reguirements Relating to Architect-Engineer Fees, B-
152306, Apr. 20, 1967.%

Legislative Proposals to Heads of
Departments or Agencies

V. Praposed change tn financing Bureau of the Mint
aperatione~ GAQ suggested that the Secretary of the
Treasury propose o the Congress that a change be
made in the method of financing the operations of



the Bureau of the Mint which would permit greater
flexibility in planning coin manufacturing operations
and simplify financing procedures. 1t was suggested also
that the proposal provide for affirmative congressional
action normally associated with the appropriation
process.

The Deparunent recognized the need for improved
financing of the Burcau's operations but beiieved that
it should defer submitting any legislative proposal on
the matter until the new Director of the Mint had had
an opportunity to review the entire Bureau operations
and until several proposed changes in the coinage kiws
and other acts alfecting the Bureau's operations had
heen enacued.

GAO ha.lrecommended in a 1939 report on its audit
af Burear of the Mint operations that the Congress
consider making « change in the method of financing
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the Burcau's operations. Although a bill which would
have changed the method of financing was introduced
i 1967, it was not cnacted into law. {Financial
Management of Bureau of the Mint Operations Needs
Improvement. B-114877, Jan. 16, 1970.)

2. Need to vevise [ees for services provided by U.S.
GAO estimated thay the fees charged by
LS. marshals during hscal year 1968 for serving proc-
esses for private litigants were insufficient by about
470000 10 recover costs. A recommendation was made

marshals.

that the Department of Justice consider proposing to
the Congress leaislation authorizing administrative ad-
Justtient of mashals’ fees or revising the fees, which
are presently prescribed by law,  Need o Revise Fees
for Services Provided by the Tinanigration and Nat-
uralization Serviee and U8 Mawshals. B-123051,
Oet. 7, 1969,
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CHAPTER THREE

ASSISTANCE IN IMPRCVING
AGENCY MANAGEMENT
PRACTICES

Summary of Assistance Provided

An important part of the work of the General
Accounting Office is providing assistance o the agen-
cies of the Government in bringing about greater
effectiveness, efficiency. and economy in the conduct
of their programs and activitivs. This chapter describes
GAO’s work (1) in assisting agencies in establishing
and maintaining their financial management informa-
tion systems and improving their related management
practices and (2) in certain other management areas.
Further assistance to management is discussed in
Chapters Four through Six with regard to GAO's find-
ings and rece mmendations for corrective action result-
ing [rom its audit work and in Chapters Seven through
Nine with regard to GAQ assistance in the arcas of
transportation, claims, and legal services. Assistance to
the Congress on its internal accounting and financial
management is discussed in Chapter Two.

Congressional Interest in
Financial Management

‘As an outgrowth of General Accounting Office fiscal
year 1970 appropriation hearings, the House Appro-
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priations Committee has been conducting an investi-
gation and study of the usefulness and relative accuracy
of acerual accounting as a Government-wide require-
nmient and the cost of changing expenditure recording
and reporting systems to the accrual basis.

The committee’s action reflects its expressed concern
that points of diminishing return be recognized in
applying the accrual and cost accounting provisions of
the Budget and Accounting Procedures Act of 1930,
as amended, to individual agencies and activities. In
recognition of the validity of that view and of the
committee’s concern, during the year, GAO published,
in pamphblet form, answers in layman’s language to
questions frequently asked about accrual accounting
in the Federal Governmeat. That document, in addi-
tion to stating the basic purpeses of accrual account-
ing, in more casily understood and practical terms, is
geared o the current wpes of programs and their
attendant manageinent problems. It was distributed
to interested  congressional committees and  depart-
nients and agencies in August 1970,

Related o the committee’s coneern that optimuim
use be made of GAO's limated manpower resources,

GAO consolidated in a siagle stall unit the functions
of cooperating with agencies in the development and
approval of their accovnting systems. and has limited
such approvals to statements of principles and stand-
ards and to systems dJdesions.

GAQ yeported to the Congress in March 1970 that
it had identificd 2 nunber of problems in the imple-
mentation of the accousting svstem for operations in
the Department of Defense and was making specific
recommendations to the Seeretary of Defense for cor-
rection. That review and report were made in com-
pliance with the direction of the Conference Report
of July 1. 1968, of the House and Senate Committees
on Appropriations i H. Rept. 1608, 90th Cong.) that
GAQ continue to work with the Department in imple-
menting the svstem and inform the committees of the
results of those effons, (See Appendix, Section 1,
Fem 145.3

In September 1969 GAQ issued its first annual report
1o the Congress summarizing its findings on problems
and progress relating to improvements of TFederal
agency accounting systems during calendar year 1968.
{See Appendix, Seetion 1. Liem 1443 This annual
report was recommended by the House Government
Operations Committee in its report dated March 3,
1968 (EH. Rept. 1159, 90th Cong.).
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Assistance in Improving
Financial Management

Federal programs continue to grow and proliferate;
they are marked by inereasing concern with humanistic
and environmental problems in addition to defense
needs and international commitments. The size, di-
versity, and complexities of these programs; the in-
volvement of State and local governments and private
institutions; and the human and material resources
committed to them accentuate and vastly expand the
need for management information. There is a con-
comitant expansion of the need [or sophisticated
means, such as electronic equipment, of gathering.
assessing, screening, and reporting such information.

These considerations are especially important in the
financial management area, with a consequent critical
impact in the form of novel and often intangible factors
on the need for and value of sound and fuliy respon-
sive acrounting systems and effective internal controls
including internal audats.

Sound budgeting and accounting provide more dis-

ciplined planning and control over the management

of resources and better information for managers re-
garding the results attained in relation to these planned
and the agencies’ purposes, through the expenditure
of those resources. While it is not possible, therefore,
to directly measure dollar savings attributable to sound
accounting systems, enlightened use of such systems is
a significant contribution to the conservation of re-
sources in the form of either actual reduced expendi-
tures or optimum accomplishment.

Prescribing Accounting
Principles and Standards

An important accounting responsibility assigned to
GAO by law is the preseribing of accounting principles
and standards to be followed by the executive agencies
in establishing and maintaining their accounting sys-
tems. The first comprehensive statement of these prin-
ciples and standards, issued in accordance with this
requirement, was released in 1952,

The cstablishment of accounting principles and
standards is not a one-time action; revisions and addi-
tions must be made {rom time to tine to veflect bene-
fits gained from experience, evolution in financial
management concepts, and the requirements ol newly
enacted legislation. A complete vestatement of the ac-
counting. principles and standavds preseribed by the
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Comptroller General was issued on June 30, 1963, as
Title 2 of the General Accounting Office Policy and
Procedures Manual for Guidance of Federal Agen-
cies, and was amended in 1967, That restatement was
again amended in July 1968:

To restate the objectives of the Joint Financial
Management Improvement Program.

To clarily the preseribed accounting principles
and standards to harmonize with the recommenda-
tions of the President's Commission on Budget
Concepts with respect to accrued revenues and ex-
penditures, implementing instructions for which are
contained in Bureau of the Budget Bulletin No.
68--10 dated April 26, 1968.

To provide for a three-stage development and ap-
proval procedure for agency accounting systems.

At the present time, Chapter 3—Review and Ap-
proval of Agency Accounting Systems—of Title 2 of
the GAO Manual is being revised to reflect the action
taken in October 1969 (sec page 37) to limit the per-
formance of GAO's statutory responsibility for ap-
proving agency accounting systems to approval of
agency principles and standards and systems designs.
The scctions ol that chapter concerned with agency
accounting principles and standards, systems design,
and the approval process are being amplified to assist
the agencies in developing acceptable submissions for
approval,

The improved guidance in these revisions will mate-
rially assist agencies in developing adequate principles
and standards and systems designs and thus should
permit more timely approval of their submissions. It
also will provide a better foundation, where the system
concept envisages computerization, for the concurrent,
orderly consideration of automatic data processing
aspects throughout all stages of systems development
and implementation.

Accounting Recommendations of
the President’s Commission
on Budget Concepts®

The President’s Commission on Budget Concepts
recommended that budget expenditures and receipts
be reported on an accrual basis instead of the cash
basis. Specific instructions to the exccutive agencies for
implementing the Commission’s recommendations have

Repert of the Prestilont’s Commi=slon on Budget Concepts,
L., Government Peinting Office, Washington, DLC., October 1967,




been issued by the Bureau of the Budget (now the
Office of Management and Budget) and the Depart-
ment of the Treasury. Necessary refinements have also
been made in the principles and standards of account-
ing for Federal agencies prescribed by the General
Accounting Office.

Special study reports on problem areas in converting
to the accrual accounting basis disclosed a wide range
of major problems in accounting for (1} certain tax
roevenues, (2) performance under grants-in-aid to and
contracts with State and local governments and insti-
tutions, and (3) constructive delivery on procurements
to the Government's special order. Consequently, the
Burcau of the Budget, with GAO's concurrence and

_that of the Treasury Department, directed that the
data: in the fiscal year 1972 budget will be on a modified
basis, the modifications being as follows:

Budget revenues {“governmental receipts™) will
remain on a cash basis.

Grant-in-aid expenditures will remain on a cash
basis. Unless otherwise specified, the coverage of this
modification is that of Table 0-8 in Special
Analyses, Budget of the United States, 1971,

Where accrual data for constructive delivery on
procurement of made-to-order items are not avail-
able, or are only partially available, the expenditures
for such items will not be on the full accrual basis,
but will reflect as much of the aceruals as is
pragticable.

Agencies experiencing difficulties in achieving ac-
ceptable standards of reliability and timeliness in the
constructive delivery arca (beyond the customary docu-
mentation of work in place on construction contracts,
progress pa_\’mcn.Is, holdbacks, ete.} may, with the
specific approval of the Bureau, delay to another year
the accounting and reporting of such data for selected
areas of operation {e.g., appropriations or portions of
appm}irialinus} or selected types of transactions (e.g.,
subcontractor performance) , where necessary.

Where inclusion of aceruals in the accounting and
reporting is deferred in the budget revenues, grants-
in-aid, or constructive delivery areas, agencies are
urged to concentrate on assuring that all nondeferred
aspects of their accrual system are made to function
properly and that efforts be continued to fully achieve
the accrual basis in the deferved areas in order to
abviate modifications and exceptions beyond the 1972
budget. Firm accounting support should be provided
for accrual data through reliable, sound, and timel-
acerual accounting. All agencies also are now required
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to use a cost-based presentation for appropriation
reuests.

In addition to its work on the above matters with
the Burcau of the Budget and the Treasury Depart-
ment, GAO redirected and expanded its ongoing sur-
vey of documented accrued expenditure accounting in
the Department of Defense to a survey of accounting
for and reporting on accrued revenues and expendi-
tures for nongrant programs in the Department of De-
fense and in a number of the larger civil agencies. A
study of the significance ol the variations between dis-
bursements and accrued expenditures for selected
grants to Siate and local governments and universities
was also begun in furtherance of a commitment to the
Director, Burcau of the Budget, and the Secretary of
the Treasury.

Cooperative Work in the Development
of Accounting Systems

‘There are scores of agencies, hundreds of programs,
thousands of geographic locations, and a wide varicty
of activities for which improved accounting must be
accomplished. Some agencies and programs are rela-
tively small and not too complex; others are extremely
large and are very complex. Some involve many large
contract operations with industry, universities, and
others. Others involve substantial programs with State
and local governments, universities, and nonprofit or-
ganizations. Appropriate coordination of these inter-
locking operations is a task of some magnitude for the
larger agencies involved.

Based on a comprehensive reconsideration of its
policies and practices with respect to the development,
review, andl approval of executive agency accounting
systems, GAO made the following changes, in Octo-
ber 1969, to increase the eflectiveness of these
operations:

Formal approval operations will be-limited to the
two stages of (a) agency statements of principles
and standards established to govern their accounting
systems and (b) the proposed general designs of
those systems. GAO will no longer undertake to
formally approve accounting systems in actual
operation.

In licu of formally approving accounting systers
in operation, GAQ will devote more effort to con-
ducting reviews of ageney accounting operations
from time to time, as now required by law, and will

37



ASSISTANCE TO THE AGENCIES

provide reports to agency officials and to the Con-
gress setting forth evaluations and recommendations.

To accomplish these changes, during the year GAO
consolidated in the Financial Management Staff of its
Office of Policy and Special Studies all the responsibil-
ity for (1) developing GAO principles and standards
and related requirements, (2) cooperating with the
executive agencies in the development of their account-
ing systems, and (3) reviewing agency statements of
accounting principles and standards and proposed ac-
counting systems designs for formal approval.

Under these new arrangements GAO has continued
to devote a substantial amount of manpower to the
field of financial management, including cooperative
assistance to the exccutive agencies in the development
of improved accounting systems and procedures. Since
the change, an increasing proportion of its effort has
‘been devoted to the development and review of ac-
counting systems designs based on approval of state-
ments of principles and standards that set the stage
for the detailed systems design and improvement effort
in each agency.

GAQO's manpewer has been working with agency
officials and staffs so that, with technical assistance
and advice, the agencies may proceed to develop fi-
nancial management systems that are designed in
accordance with the concepts of the Budget and Ac-
counting Procedures Act and that meet the needs of
the operating and central agencies of Government. In
this cooperative work, GAO keeps informed as to what
cach agency is doing and what problems it is encoun-
tering in order that a common understanding may be
reached as to the concepts and principles to be em-
ployed. GAC's purpose is to be as helpful as possible
without assuming agency management responsibili-
ties. The head of each executive ageney has the statu-
tory responsibility for establishing and maintaining
adequate financial
systems.

;1((‘011r.ting and management

Review and Approval of
Accounting Principles and Standards
and Proposed Systems Designs

_ After approval of svstems designs, GAO has a con-
tinuing responsibility to follow up on the timely im-
plementation of systems designs as approved and to
provide eonsultative assistance in regard to design re-

finements incident to the installation of the systems for
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operation. If GAQO finds that the system is not being
implemented as planned or has been adversely modi-
fied, then cooperative action is taken with the agency
to make the needed corrections.

During the fiscal year 1970, the Department of De-
fense submitted for approval one additional directive
and instruction setting forth accounting principles and
standards and one accounting system segment, Mecha-
nization of Contract Administration Services, making
a total of 19 submissions for consideration during the
year,

GAQ approved 11 Department of Defense direc-
tives and instructio

implementation of the systems
of accounting for military pav. real property, foreign
sales, research and development, industrial funds, ma-
terial pricing, property disposal, and project orders.
Also approved were two complete systems designs, the
Air Force and Navy accounting systems for military
construction. In addition, GAO approved three in-
custrial fund accounting system segment designs for
the Air Foree Printing and Duplicating Service; the
Army Watervliet Arsenal, which is typical of similar
tepes of Army industrial funds:; and the Naval Ord-
nance System Command. The two complete systems
designs, three segment designs, and 11 divectives and
instructions mace a total of 16 approval actions. At the
close of the year three submissions were under con-
sideration, as well as a directive, an instruction, and
an ﬂ(‘.c{'-ulltiug syvstem seginent dcsigﬂ,

The agreement recently made with the Department
of Defense on the supporting documentation to be sub-
mitted, when adjusted to GAO's revised approval
operations, should facilitate this approval work by im-
proving the documentation of systems designs at the
service and Office of the Secretary of Defense levels
prior to submission.

The potential number of complete accounting sys-
tems and seaments of systems in use in Department of
Defense activities which may require evaluation for
conformance with the principles and standards estab-
lished by the Comptroller General has not been specif-
ically ascertained by the Department. However, the
Department has indicated that approximately 30 dif-
ferent types of industrial fund accounting systems will
be submitted, as well as other systems applicable to
such areas as procurement, research and development,
operations, and stock funds.

UGAO's review and approval activities for the civil
and international departments and agencies during
fiscal year 1970 are smmarized as follows:



"p Sustems designs

Principles = ——mo—— e i

an Cven ol e Mygmints

standards Ayalt ths af aystetus
Under review, July 1, 1969, .. 17 8 17
Submitted for review ... ... 11 21 1
Approved.......ooo 12 ] 4
Retwrned or withdrawi..... .. 3 5
Under veview, June 30, 1970, . 13 20 9

{See Appendix, Section IV.) At June 30, 1970, the
designs of 71 complete accounting systems designs had
been approved out of a total of 145 such systems in the
civil and international departments and agencies.

Joint Financial ‘Management
Improvement Program

The Joint Financial Management Tmprovement
Program (JFMIP) is a Government-wide cooperative
cffort of all Federal agencies to establish and maintain
systems of financial management of maximum useful-
ness throughout the Federal Government. Leadership
is provided jointly by the Compuroller Gengral of the
United States, the Secretary of the Treasury, the Di-
rector of the Bureau of the Budget, and the Chairman
of the Civil Service Commission.

A Steering Conmittee comprised of a representative
of each of the central agencies coordinates the Joint
Program. The Committee meets regularly to consider
problem areas, start work projects, and evaluate linan-
cial management progress being accomplished through -
out the Government. The principals of the program
meet from time to time to receive overall reports of
progress and to furnish broad policy guidance to the
Slé(?i‘ing' Committee.

The principal JEMIP events and activities for the
year were:

On August 12, 1969, President Nixon, in recog-
nition of the need for improving the decisionmaking
processes of the Federal Government and the need
for making more effective the Federal system for
delivering program serviees, issued a memorandum
insupport of the Joint Program. Among other things,
the President’s memorandum directed the head of
cach department and agency to cooperate with the
Joint Financial Management Improvement Pro-
gram . . . to make the development of effective
financial systems a hign priority in strengthening ad-
tministrative practices.”

The Steering Committee appointed an Execu-
tive Secrétary, in November 1969, so that expanded
attention can be given to more frequent contact with
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and assistance to agencies in dealing with financial
management problems. Also, an agency JFMIP
liaison group was reactivated to assist the Steering
Committee and to keep the Committee more c]osel.;'
aware of agencies” viewpoints.

Pursuant to the goal of increasing contacts with
agencies, the Committee et during the year with
the Assistant Secretary for Administration, or a per-
son of comparable rank. in the following agencies:

Department of Transportation,

Department of Commerce,

Department of the Interior,

Department of State,

Department of Housing and Urban Develop-

ment,

Department of Labor,

Department of Justice. and the

District of Columbia Government.
Meetings with other agencies will be held during
the coming vear.

The Joint Program sponsored a workshop on au-
diting in June 1970 which was attended by the chief
Auditor and the Assistant Secretary for Administra-
tion from each of the major agencies. Similar work-
shops on other subjects will be scheduled from time
to time,

Tentative arrangements for a State-Federal Finan-
cial Management Conference—suggested by GAO—
were made during the year. The 1%4-day conference
planned for October 1970 is to be jointly sponsored
by the JFMIP, the Coumeil of State Governments,
and the National Association of State Auditors, Con-
trollers and Treasurers. The conference will (1)
focus on Tederal-State financial relationships in the
grants-in-aid arca and (2) emphasize a partnership
approach in carrving out grant programms and tack-
ling mutual problems.

Two JEMIP study projects, initiated in prior years,
were completed. and implementation of recommenda-
tions was underway for cach.

Study of procedures for coniralizing within the
Federal Government the billing and payment of
transportation charges incurred by Federal agen-
cies—The Bureau of the Budget is preparing a
bulletin as a first step in implementing most of the
recommendations, and the General Accounting
Oflice and the General Services Administration are
preparing legislation to remove some legal road-
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blocks to carrying out certain of the recommen-
- dations,

Survey of financial administration of Federal
grants-in-aid to State and local governments.—The
report of this survey was completed in September
1969 and copies distributed to selected congressional
committees, heads of the major grantor agencies,
and other persons and organizations interested in
intergovernmental  programs.  Follow-on  projects
dealing with grants-in-aid administration, under
Bureau of the Budget leadership, have been orga-
nized. An audit project, under chairmanship of the
General Accounting Office, is well along toward
producing a set of audit standards for federally
financed grant programs. In other areas, the Bureau
of the Budget’'s computerized inventory of the Fed-
eral administrative requirements for State and local
govermments holding grants or sceking grants was
substantially complete at yearend.

Survey of Planning, Programming,
and Budgeting Systems

In August 1965 the President notified all Federal
Government departments and agencies that a plan-
ning, pregramming, budgeting system. commonly re-
ferred to as the PPB system, was being introduced in
Government.

The system requires that agencies:

Establish long range planning for national goals
and objectives.

Analyze systematically and present for agency head
and presidential review and decision possible alterna-
tive objectives and alternative programs to meet
tlicse objectives.

Evaluate thoroughly and compare the benefits
and costs of programs.

Present the prospective costs and accomplishinents
of programs on a mult;jear basis.

During the fiscal year GAO made a survey of the
progress and major problems of the executive agencies
in implementing svstems of planning. programming,
and budgeting, The results of this study were made
availabie for the use of interested congressional com-
mittees and all executive agencies.

GAO found that 20 of 21 agencies included in the
survey and directed by the Bureau of the Budget 1o
adopt a PPB system: had sueceeded in developing PPB

*program frameworks. There were dilferences nong
these frameworks and it was evident that there are
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obstacles to the creation of a Government-wide
structure.

In general, agencies do not have extensive written
policies to guide analysts in the preparation of various
PPB documents and studies. In seven larger depart-
ments and agencies, only one had written policies that
dealt with assumptions related to environmental con-
ditions. Six of the seven departments had no written
policies concerning coordination of analytical work
with other agencies or documentation required for
PPB studies.

Communication between accounting staffs and PPB
staffs has not been extensive. It seems unlikely that the
full benefits of data available from agency accounting
systems can be realized unless there is a closer
relationship between users and suppliers of financial
information.

At the time of this survey, the agencies had assigned
full-time PPB responsibilities to 1,594 employees of
whom 920 were in the Department of Defense. Em-
ployees spending part of their time on PPB matters
were equivalent to aboint 880 fuli-time PPB employees.
On the average, about 39 percent of PPB stafl time is
spent making analyses of program outputs and effec-
tiveness: about 30 percent is spent on estimating and
analvzing costs and resources; and about 30 percent is
spent on PPB procedural matters.

Although GAO's study contains no recommenda-
tions, it does state thar all agencies should give specific
consideration to the potential advantages of having
vritten instructions describing the documentary sup-
port that shou'd be prepared for special analyses and
other PPB reports. GAO also believes that significant
advantages should be realized by agencies if planning
and evaluation cfforts pertaining to problems common
to one or more agencies are coordinated by a central
agency. (See Appendix, Section I, Item 157.)

Intergovernmental Programs
and Operations

Because of increasing interest throughout the Federal
Government in improving the administration of
Federal grants-in-aid to State and local governments,
during the past year GAO has expanded its efforts in
this area.

Considerable work was performed with the Advisory
Council on Intergovernmental Relations, the Bureau
of the Budeet, and the Intergovernmental Relations
Subcommittees of both Houses of the Congress in order



to improve the language of the intergovernmental
cooperation bills currently being considered. Iinprove-
ments proposed pertain te (1) more uniform account-
ing and financial reporting requirements by Federal
departments and agencies and (2} increased usage of
audits performed hy States and local agencies of gov-
ernment together with the development and usage of
underlying audit standards.

At GAO's suggestion, the Steering Committee of
the JEMIP has arvanged for a State-Federal Financial
Management Conference to be held in October 1970.
Representatives of the Council of State Governments
and the National Association of State Auditors. Comp-
trollers and Treasurers have indicated their interest in
jointly supporting this project.

In February 1970, GAO started a project which had
as its purpose the development of standards which
could be used as criteria for the acceptance of or reli-
ance on audits of federally assisted programs performed
by non-Federal organizations. This project is being
carried out by a working group with full-time repre-
sentatives of seven other Federal agencies (those with
the largest grant programs), and representatives on a
part-time basis of various public interest groups repre-
senting State and local auditors, and university con-
sultants: Other public interest groups and professional
associations also are assisting.

The working group has met with the audit repre-
sentatives and selected program organizations in the
Federal departments and agencies, It has visited 17
State central audit and departmental internal audit
operations as well as 10 county and city audit opera-
tions. Tt is also obtaining information by questionnaire
on the characteristics of State and local audit
organizations.

The group plans to develop tentative standards,
together with criteria and implementation plans. These
standards and eriteria will be concurrently tested by
State auditors in a group of 10 States and later sent for
comment to the departments and agencies, the public
interest groups, and the professional associations.

Target date for publication of a code of auditing
standards and related eriteria is mid-1971.

Anincreasing number of States have requested GAO
to assist in the resolution of audit problems.

A series of meetings were held with Minnesota
State senators and the Senate Counsel to explore
possibilities of GAQ assistance in the broadening of
the State auditing beyond fiscal-tvpe audits to in-
clude comphiance and. performance auditing.
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GAQ provided advice and assistance relative to
the reestablishment of a legislative auditor operation
by the State of Oklahoma.

GAQ isserving on a Technical Advisory Board for
the establishment of improved accounting and audit-
ing operations for the Educational Agency of the
State of Alabama. A grant from the Office of Edu-
cation, Department of Health, Education, and Wel-
fare, is financing the project.

GAO arranged lor and assisted in a series of five
I-day seminars which were held for State auditors or
their designees for the purpese of (1) describing the
working relationships between Federal and non-Fed-
cral auditors who are auditing in the same areas using
a common set of audit standards and (2) explaining
concepts of performance auditing as related 1o its
contributions to effective management.

The seminars were given in various parts of the
country by the Oak Ridge Operations Office and the
Albuquerque Operations Office of the Atomic Energy
Cominission. Representatives from almost 40 States at-
tended, as well as personnel from several Federal
agencies,

Automatic Data Processing

The number of electronic computers in use by
Government agencies has increased areatly in recent
years. Computers in use have increased from 2,412 in
1965 to nearly 5,000 in 1970 and their cost also has
doubled.

The Federal Government now spends over $2 billion
annually for the purchase, lease, and operation of auto-
matic data processing (ADP) equipment and the use
of this equipment in ADP systems in carrying out Fed-
eral Government functions has had a significant im-
pact on operations in almost every major agency of
the Government. In the Department of Defense, the
principal management applications are in supply and
logisties programs and financial management opera-
tions. In these activities computer systems are process-
ing millions of transactions monthly. Numerous
small-scale computers are being used throughout the
Department for base-level operations and cxtensive
communication facilities are being used to transmit
data hetween using  organizations and computer
centers.

In the civil agencies, many large-scale paperwork
operations have been converted to automatic data
processing systems. Important examples are found in
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the Treasury Department, the Social Security Admin-
istration, the Veterans Administration, the Depart-
‘ment of Agriculture, the Post Office Department., and
the Census Bureau.

GAO continued to provide advice and assistance to
Federal agencies on questions involving the acquisition
and use of automatic data processing systems. In carry-
ing out its review and evaluation responsinilities, GAO
reviewed with agency officials deficiencies related to
the planning for and use of such systems disclosed

_ during its audits. GAQ is currently engaged in a gen-
eral survey of ADP activities in civil departments and
‘agencies throughout the Federal Government. The
survey is concerned with the overall management and
_control of ADP activities, and the participation of in-
ternal audit groups in ADP matters.

GAO has continued to work with the Civil Service
Commission and the internal audit units of the Gov-
ernment in providing a training program for auditing
in an automatic data processing environment. This
course is now being offered by the Civil Service Com-
mission to auditors of all Federal agencies.

In addition to advising and assisting individual
Government agencies, the General Accounting Office
has, as a result of its continuing studies in this field,
made - recommendations which are directed toward
achieving improvements in the management and ad-
ministration of automatic data processing facilities on
a Government-wide basis. Studies are now being made
as a followup to earlier studies which were the subjert
of comprehensive reports to the Congress in June 1938,
December 1960, March 1963, April 1964, August 1963,
April 1968, and June 1969. Copies of these reports
were widely distributed to Government agencies to as-
sist in the development of automatic data processing
programs throughout the Government.

‘The latest report in this series was issued on June 24,
1969, and was entitled “Study of the Acquisition of
Peripheral Equipment for Use with Automatic Data
Processing Systems.” This report pointed out that it
is common practice for Government ADP managers
to obtain all required ADP equipment from computer
system manufacturers even though certain items of
equipment can be procured more economically from
the original manufacturer or from alternate sources
of supply. It identified selected computer components
that are directly interchangeable (plug-to-plug com-

~patible} “with certain other system manufacturers'
components and are available at substantial savings.
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The report recommended that each Federal depart-
ment and agency head:

Take action to implement steps requiring replace-
ment of leased components of computer systems that
can be replaced with more economical plug-to-plug
compatible units.

Pending the issuance of more specific policv guid-
ance by the Bureau of the Budget and the General
Services Administration, consider the factors de-
scribed in this report in evaluatin~ alternate sources
of automatic data processing equipment,

Consider third-party leasing arrangements in
those cases where purchase of plug-to-plug compati-
ble equipment is determined not to be advantageous.

In order to examine and evaluate the implications
of GAO's recommendations on the Government's
policies and procedures, the Bureau of the Budget
sponsored a conlerence of Government officials con-
cerned with ADP management and procurement at
the Federal Executive Institute in Charlottesville, Va.,
in September 1969. GAO representatives attended the
conference and participated in the formation of the
conference report which, in general, supported the
conclusions in the GAO report.

Or Tebruary 2, 1970, the Bureau of the Budget
issued its Bulletin No. 70-9 on the acquisition of pe-
ripheral components for installed ADP systems. The
Bulletin requires Federal agencies to review and make
decisions on whether leased peripheral equipment
componeric in computer systems supplied by the system
manufacturer should be replaced with less costly equip-
ment available from independent peripheral manu-
Some agencies have
completed their reviews and have made replacements

facturers or other sources,

which have aiready resulted in substantial savings to
the Government. (See Appendix, Section I, Ttem 192.)

Reviews of Financial
Management Systems

Reviews of Accounting Systems
in Operation

In lieu of formally approving accounting systems in
operation, GAO is now devoting more effort to reviews
of agency accounting operations from time to time as
required by law. These reviews are made as part of its
regular audits of agency operations which are the bases



of the reports GAO submits to the Congress and agency
officials.

Several reports were sent to the Congress during the
year on reviews of accounting systems in operation as
parts of agency financial management systems. One re-
port showed a neced for improvements in the account-
ing for reimbursements in the Food and Drug
Administration and the Consumer Protection and En-
vironmental Health Service of the Department of
Health, Education, and Welfare, Another report dealt
with improvements needed in the financial manage-
ment system of the Burcau of the Mint, Department of
the Treasury. A third concerned accounting by the
General Services Administration for 52 Federal supply
property classes for the Department of Defense, and a
fourth, the Veterans Administration’s medical care cost
accounting. (See Appendix, Section I, Ttems 131, 136,
193, and 140.)

Audit and Settlement of
Accountable Oﬁicers‘ Accounts

In August 1969 GAO notified agency heads that
henceforth its audit and settlement of accounts of ac-
countable officers would be based primarily on the
adequacy and eflectiveness of the agencies’ financial
management systems in lieu of transaction audits. Ac-
countable officers are those Federal officials who either
disburse Government funds or authorize the disburse-
ment of funds, or collect tax or customs revenues or
other funds.

In a letter to agency heads GAO stated that this
change was being made in recognition of their basic
responsibility for proper accounting and internal con-
trol, including internal audit, in support of the func-
tions of their accountable officers. Since the agencies’
responsibilities require that they provide adequate as-
surance of the legality, propriety, and correctness of
disbursements and - collections of public funds, their
procedures and controls should include:

Adequate administrative procedures for system-
atically examining  disbursement and collection
transactions to- verify their legality, propriety, and

“correctness at thie point in time when any needed
preventive or corrective action can be most effec-
tively taken.

.Reconciliation of accountable officers’ accounts
with agency accounting records prior to the time the
accounts are made available to the General Account-
ing Office for audit.
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The conduct of systematic, independent, internal
reviews to assure that effective controls are main-
tained and that appropriate administrative actions
are taken to obtain any necessary corrective action
required.

GAO also (1) reduced agencies' requirements for
reporting irregularities in accounts of accountable offi-
cers, (2) authorized them to resolve administratively
irregularitics amounting to less than $150, and (3)
informed them that GAO plans to discontinue the is-
suance of certificates of settlement where there are no
outstanding exceptions.

Review of Agency Internal Auditing

The General Accounting Office, in discharging its
statutory audit responsibilities and as a matter of gen-
erally accepted auditing practice, reviews and evaluates
the cffectiveness of departmental and agency systems
of internal control, including internal audit or other
methods of internal review.

In keeping with the greatly increased emphasis GAO
has placed on the usefulness of internal auditing to
strengthen management, the Office continued to re-
view the audit and evaluation organizations and ac-
tivities of the civil, defense, and international depart-
mexnts and agencies. Eight reports were submitted on
these reviews: four to the Congress on the Department
of State, the Department of the Treasury, the Vet-
erans Administration, and the Department of Defense;
and four to agency officials on the Department of
Housing and Urban Development, the Railroad Re-
tirement Board, and the Treasury Department’s Bu-
reau of Customs and Internal Revenue Service.

The more important matters discussed in these re-
ports are summarized below and briefly described in
Chapters Four, Five, and Six:

Need for balanced coverage of important internal
audit areas (RRB, Treasury, VA).

Need to improve independence of internal audit
(State, Treasury).

Need to broaden scope and improve execution of
internal audits (RRB, State, Treasury).

Relocation of internal audit function at a higher
level needed (HUD, State, VA).

Need to establish central internal audit organi-
zation responsible to the highest practicable level
(HUD, VA).

Need for better coordination among and guidance
of management evaluation groups (DOD).
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CHAPTER FOUR

AUDIT OF CIVIL OPERATIONS
AND PROGRAMS

General

As a result of its work in the civil deparuments and
agencies of the executive branch and in the legisltive
ne fiscal year 1970, the

and judicial branches d
General Accounting Office submitted 293 reports to
the Congress, Of these reports, 119 were submitted to
the Congress as a whole and 171 were submitted to
its committees, oflicers. or Members on reviews made
in response to their specilic requests. In addition, 265
reports were submitted o departnent and ageney ofli-

cials, A list of these reports is included in Section 111
of the Appendix,

The following sections of this chapter deseribe briefly
GAQYs audit work in the major eivil depariments and
agencies in the exccutive branch, its findings, and
AECNCY connents amd action taken on its 'ill.IE{L:'(::stiulh
and recommendations for improvement in their opera-
tions: Detailed deseriptions of findings and reconnnen-
dations in all the civil departments and agencies in the
exieutive branch are contained in Section | of the
Appendix.

Comments on GACOY's work in the civil departments

and ageneies in cooperating in the improvement of
their accounting systems andd in reviewing those sys-
tems and approving them when deemed to be adecuate

and in conformity with the principles and standards
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for accounting preseribed by the Compuroller General
are included in the preceding chapter.

Department of Agriculture

Thirteen 1eports were submitted to the Congress on
reviews of Department of Agriculture operations. Ten
of these reports were submitted to the Congress as a
whole and three were submitted 1o its Members. In
addition 21 reports were issued to Department or
agency officials. A significant portion of this audit eflort
was devoted to reviews of the enforcement of Federal
sanitation and other l'vquirl'ml.'nln it |Juu|t|‘y and meat
plants, virious aspeets of the sugar program, and loan
policies and  procedures of  the  Farmers Home
Administration.

In Mav 1970, GAO representatives testified before
the Subcommittee on Enerev. Natural Resources, and
the Environment. Senate Committer on Comnerce,
in connection with reports submitted 1o the Congress
in fiscal vear 1969 on pesticides regulation activities of
the Departinent.

One of the reports subinitted o the Coneress related
to a review, made pursnant to the requirements of sec-
tion 201 of the Economic Opportunity Amendments of
1967, concerning the administration and effectivencess
of the Economic Opportunity Loan program for Jow

imcome rural families administered by the Fanners

Home Administration @ see page 67).

Summaries of the principal matters discussed in
other reports submitted to the Congress follow,

In an examination of the enforcement of sanitary

and other requirements at federally inspeeted poultry
plants— those engaged m interstate or foreign com-

nicree—GAQ identified 10 plants that were yeported

for repeated violations of minimung standards. Because
the Conswimier and Marketing Service (C&MS T did
not ke tinely action to suspend or terminate inspee-
tion: serviees at these plants, the consuming public was

not avequately protected and the management at other
federally inspected plants could infer that violations
wontld be treated with minimum consequence, Forty-
four plants were also idemified that were allowed 1o
ship poulury containing water in excess of that per-
mnitted by regulations, thus increasing the cost o the
consuner.

In response to recommendations, C&MS informed
GAO of certain actions it had taken or intended to take
o insure adequate sanitation in inspected  plants.
C&MS also said that it planned actions 1o prevent
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poultry from being distributed until excessive moisture
had been removed. (Sce Appendix, Section I, Item
22.)

Another examination of the enforcement of Federal
sanitation standards by C&MS at 40 federally inspected
meat plants-and at-cight nonfederally inspected meat
plants receiving Federal grading service showed that
animals were being slaughtered or meat products were
being processed for sale to the consuming public under
unsanitary conditions at 44 of the plants. Instances of
product contamination were observed at 35 of the
plants.

A lack of uniformity and leniency in enforcement
existed primarily because of the absence of clear and
firm eriteria for actions to be taken when unsanitary
conditions are [ound. Also, weaknesses existed in the
systemn for reporting actions taken to correct unsanitary
conditions.

GAO believes that actions taken and further actions
outlined by C&MS will, if fully and continuously im-
plemented, subcantially comply with GAO recom-
mendations for improvement and will provide greater
assurance to the conswming public that meat products
are processed under sanitary conditions. {See Appen-
dix, Section I, Item 23.)

HUMBER OF PLANTS WHERE OPERATIONS WERE HELD UP [REJECTED)
QUE T0 UNSANITARY CONDITIONS

B e s i SIS -

a -
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Number of meat and poultry plunts where operations were
held up (rejected) due to wnsanitary conditions

During the 6-year period prior to 1964, sugar mar-
ketings by domestic producers were about - to 13 per-
cent helow the quotas authorized by law because of
production deficits in Puerto Rico and the Virgin
Islands. GAO estimated that if the deficits in one year
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had been allocated to other domestic sugar-producing
areas, instead of to foreign countries as required by
law, domestic producers could have realized additional
gross income of about $62 million, and outflow of
dollars for sugar imports could have heen reduced by
about $89 million. Because of the potential benefits
cach year, GAQ recommended that the Congress, when
considering the extension of the Sugar Act of 1948, as
amended, authorize the allocation of continuing deficits
of a domestic area to cther domestic areas rather than
to foreign countries. (See Appendix, Section I, Item 1.)

A review of the constitution of farms under the U.S.
sugar program revealed instances where farms were
considered as separate farms for subsidy pavment
purposes although they should have been considered
as single farms because of common ownership and
aperation. Because of the sliding scale method of com-
puting subsidy payments, farmers received larger pay-
ments for the separately constituted farms.

Also, under the national sugar beet acreage reserve
program, which was designed o encourage new
growers to produce sugar beets, iore reserve acreage
was allotted in some cases to the sepavate farms than
would have been allotted to a single farm. Thus, fewer
acres were available for other new growers.

Neither State nor county oflices and conunittees had
been making adequate reviews of farm constitutions.
In response to GAO recommendations, the Adminis-
trator, Agricultural Stabilization and Conservation
Service, proposed certain actions which, il cffectively
implemented, should minimize the overpavinents and
overallounents. (See Appendix, Section I, Ttem 2.}

In other reports to the Congress, GAQO expressed
its opinion on the financial statements of the Commad-
ity Credit Corporation (CGC)Y and the Federal Crop
Insurance Corporation for fiscal year 1969, The report
on CCC also deseribed the following actions which
CCC took on suggestions GAO had made.

CCC, in July 1969, adopted a revised method of
computing interest chavged on grain price-support
loans after GAO showed that CCC's practice had not
vielded the expected average rate. The revised method
will vesult in additional revenue of about $370,000 in
fiscal year 1971, (Sce Appendix, Section [, Item -15.)
Albso, CCC made a change in its price-support program
in December 1969 ta avoid an extra handling of butter
at wirchouses after GAQ had indicated that cconomies
could be achieved. {See Appendix, Section I. item 3.)

A previous report stated that savings in tansporta-
tion costs could be realized on shipments of butter and
cheese, and possibly on other perishable conmodities,



il CCC climinated excessive protective services, CCC
concurred with GAQ's suggestion that an evaluation
be made and issucd new guidelines that resulted in con-
siderable savings in fiscal year 1969, (See Appendix,
Section I, Ttem 4.,)

At June 30, 1968, about 14 percent of the approxi-
mately $827 million of operating-type loans made by
the Farmers Flome Administration (FHA) were delin-
quent. OF the total number of borrowers, 30 percent
were delinquent.

Although such loans are to be made only 1o indi-
viduals possessing (raining or experience suflicient (o
insure veasonable prospects of success in their proposed
farming operations; FITA continued 1o make operating-
type loans and provided assistance to delinguent bor-
rowers even though they were unsuccessful and, in
many cases, had no reasonable prospects of suceess,

Several recommendations were made for strength-
ening FHA's - procedures for determining whether
additional loans should be made and continued assist-
ance be supplied to delinguent borrowers. The Admin-
istrator, FHA, agreed with the recommendations and
cited actions he proposed to take to strengthen the
procedures. {See Appendix, Section T, Item 43.)

In another report GAQO recommended that FHA
charge a fee [or processing applications for rural hous-
ing Joans. The assessment of fees, which could amount
to $6 to $8 million a vear, would help to recover
program costs.

Fees are generally assessed under other Federal hous-
ing prograums-—-notably those of the Federal Housing
Administration and the Veterans Administration. Also,
it is the general policy of the Government that Federal
agencivs charge [ees for services that result in special
benehits to the recipients beyond those that acerue to
the public at large.

FHA also makes other types of loans which involve
the acquisition of real property. No application fees
were charged for these loans, whicl were expected to
total about $624 million in fiscal vear 1970,

GAQ was informed that FHA would adopt the rec-
ammendation regarding rural housing loans and that
it would reappraise its position on charging fees on
other loan programs. (See Appendix, Section I, Ttem
14.)

In « review of the conservation operations program
of the Soil Conservation Service (SCS), GAO found
that operating units in two States that genevally [ol-
lowed the guides issued by SCS assisted more than twice
the pereentage of landowners or operators assisted in
two other States where the guides were not followed.
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Also, there were indications that the operating units in
the two States where the guides were gencrally fol-
lowed were more effective than the operating units
in most of the States not covered in the review.

GAQO proposed that all operating units be required
to follow the guides in organizing, planning. schedul-
ing, and managing their work, and that the guides be
clarified to show the value and necessity of following
them. SCS subsequently informed GAQO that corrective
action had been taken. (See Appendix, Section I,
Item 59.)

Audit work in process at June 30, 1970, included
reviews of such activities as the agricultural conserva-
tion program, the feed grain acreage diversion pro-
gram, the water and sewer loan and grant program,
loans to farmers for rural reereatienal facilitics, proce-
dures for allocating forest development road and trail
funds, and foreign meat inspection procedures.

Department of the Army
Corps of Engineers
(Civil Functions)

GAQ submitted two reports to the Congress as a
whole on reviews of activities of the Corps of Engineers,
Onpe report was submitied to a congressional com-
mittee on a review made at its request and seven re-
ports were issued to Department or asency officials.

In GAO’s opinion, the Corps uses an inappropriate
basis in allocating the costs of multiple-purpose water
resources projects to hydroelectric power development
purposes. The Bureau of Reclamation, Department of
the Interior, uses cssentially the same procedures as
the Corps. An equitable allocation among the several
purposes is required where the cost of one or more of
the purposes is to be paid for by the users.

Unless the Corps’ procedures are revised, the Fed-
eral Government will not vecover about $118 million
in allocated costs on the 20 Federal water resources
projects reviewed, nor will it recover substantial interest
charges. The procedures used have also resulted in in-
creased Federal participation of about $3 million in
two partnership projects with States or other govern-
miental units.

GAQO recommended that the Seeretaries of the Army
and the Interior apply revised procedures to all cur-
rent and future projects where cost allocations have not
vet become final, pending establishment of uniform
cost allocation standards by the Water Resources
Council.
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The downstream face of the Detroit Dam on the North Santiam River, 45 miles southeast of Salem, Oreg. The Deiroit Dam
is w unit of the Willamette River Basin Project in the Pordand, Oreg.. District of the Caorps of Engincers.

The Departments generally disagreed with this posi-
tion. 'The Department of the Interior agreed, however,
that the subject was worthy of further analysis and
endorsed  the  recommendation  that  the  Water
Resources Council undertake the task ol establishing
uniform policies, standards, and procedures for cost
allocations. (Sce Appendix, Section 1, Item 66.1

Another report stated that the Corps needed to im-
prove guidance for its district officials by (1} develop-
ing guidelines for determining the extent of the
Government's obligation to relocate railroad facilities
existing or planned for construction on land acquired
for flood control projects and {2) swengthening its
procedures for negotiating railroad relocation agree-
ments. The Corps subsequently issued guidelines im-
plementing the GAO recommendation with respect to
existing facilities,

The Corps did not agree, however, with the recom-
mendation, which GAQ continues to believe should
b adopted, that Federal participation in the cost of
faeilities planned but not constructed at the time of
negotiation be limited to the inerease it cost cavsed
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by relocations and that congressional consent to bear
the increase in costs be obtained. (See Appendix,
Section [, [tem 67.)

In reports to the Secretary of the Ay or the Chiel
of Engincers, GAQ stated, among other things, that
the Corps should improve, at the ficld level. the review
of data and calculations used in preparing proposed
allorations of costs for water resources projects: con-
sider the Teasibility of fumishing fuel to its dredging
contractors: include certain omitted costs in reimburs-
able costs of water resources projects: and review its
practices relating to the level and control of warchouse
inventories. { See Appendix, Section 1, hems 68, 102,
126, and 191}

Audit work in process included surveys and reviews
of such activities as the allocation of benefits of water
resourees projects to recreational purposes, dredging,

comparability of desien standards for water resources

projects as they relate o the Gorps and the Bureau of
Reclamation, and the increasing cost of multiple-
purpose projects.



Depaftment of Commerce

~During the year GAO submitted 10 reports to the
Congress on reviews of Department of Commeree op-
erations. Four-of these reports were submitted to the
Congress as a whole and six reports were submitted to
conmuittees or Members, In addition. 10 reports were
issued o Departinent or agency officials,

Selected activities of ‘six major constituent agencies
and oflices of the Department were reviewed with GAQ
dividing its effort about equally between ceonomic de-
velopment ac

ities, seientific and technological activ-
ities, and maritime act

One report to the Congress observed that oceano-
graphic rescarch and survey ships operated by the En-
vironmental Science Services Administration (ESSA)
averaged much less dme ot sea than did si
research ships operated by the Military Sea "Transpor-
tation Service, The report concluded that, through in-
creased usage, ESSA vould carry out more missions or
could release fowr ships and could reduce planned

ties.

lar

ship requirements by seven ships.

GAO recommended (1) ways by which increased
utilization could be achieved and (2} that increased
wtilization be considered vhen construction of addi-
tional ships was planned. The Department of Com-
meree stated that utilization would he increased as
more resources became available and that acquisition
of new ships would be deferred unul the present ficet
reached optimum utilization. (See Appendix, Section
I, Item 212,

A review of the operation of Government-owned
vessels used in support of military activities in South-
east Asiashowed that, during a period of considerable
reduction in sealilt requirements, additional costs of
about 3638000 were incurred because vessels were
placed in reduced operational status at commercial

piers rather than being placed ar Maritime Adininis-
tration reserve fleet sites. This situation oaccurred be-
cause neither Ma

time nor the Navy considered using
reserve lleet sites even though their use wonld have
resulted i savines o the Government, GAQO was in-

formed in March 1970 that Maritime and the Navy

had reached an understanding, which is to be formal-
ized, that all ships going into reduced operational stawus
will be placed at a reseive fleet site. {See Appendix,
Section L Tem 219,

GAO's review of theadministration by the Maritime
Administration of contracts Tor operating and servic-
ing the nuelear ship Savannah showed that (1) be-
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cause of the small amount of claims paid by the
us paid for the
protection and indemmity insurance carried on the Sa-

underwriter compared with the pren

cannal. it would be ore cconomical for Maritime o
adopt the policy of seli-insurance and (2, several
items of expense should have been excluded in de-
wermining the vessel operator’s overhead allowance,
GAO

indemmnity insurance be discontinued and thar a pre-

recommended  that  the  protection  and
audit be made ol the operator’s general and admin-
istrative expenses when determining  the operawn’s
profit and overhead allowance in futare years, The
ageney avreed w discontinue the insurance beginning
in fiscal vear 1971 but disagrecd that a preaudit of
the veneral and administrative expenses was needed.
GAQ believes that a preaudit is necessary w evaluate
the reasonableness of the rates proposed by the opera-
wor. 15ce Appendix, Seetion I, [rems 161 and 1470
Fees charged by the Navonal Burean of Standards
during fiscal vears 1966 through 1968 Tor calibrating
instrinnents for privaie industry were not high enough
by about $820.500 to Tully vecover operatimg costs,
building  depreciation, and  devarunental overhead.
The Deparunent of  Defense. however, was over-
charged $806.000. After receiving a draflt of a GAO
report, the Bureau began on July 1. 1969, to charge
revisedd rates which should result not only in the

Bureau's overing its costs for calibration services
but in equitable charges as between Government agen-
cies and private users.

Inasmuch as the Bureau did not include a factor
for building depreciation and departmental overhead
in its charges for other work performed for private
. GAQ recommended that a factor for these
costs be included. Also, although the Burcau disagreed

ndustry

that improvements were needed, GAQ reconnnended

that the Bureau improve its accounting system (o cor-

rect inequitable or inconsistent methods of allocating
overhead costs. (See Appendix, Section 1, ltems 223
and 127.}

One report o the Sceretary of Commerce com-
mented on improvements needed in the adminis-
tration of imprest funds maintained by ESSAL (See
Appendix, Section 1, Ttem 129.)

Another report to the Secretary stated  that, in
GAO's opinion, [unds appropriated to furnish and
equip a library at the U 8. Merchant Marine Acad-
ey were improperly  used  to supplement  funds
appropriated for construction and that the use of

annual maritime training appropriation funds (o air-
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condition the library was in violation of U.S. statutes.
(See Appendix, Section I, Item 130.}

Audit work in process included reviews of the ef-
fectiveness of total Federal assistance provided to a
designated redevelopment arca; the eligibility require-
ments for grant assistance for public works and de-
velopment -facilities; the feasibility of consolidating
certain Maritime, Army, and Navy reserve ship fleets;
and the effectiveness of ocecanographic  surveying
activities.

Department of Health, Education,
and Welfare

Thirty-one reports were submitted to the Congress
on reviews of Department of Health, Education, and
Welfare (HEW) operations, including four reports on
work experience and training projects which supple-
mented the summary report to the Congress on the
review of Economic Opportunity Programs (B-130515,
Mar. 18, 1969). Of these reports, 11 were submitted
to the Congress as a whole and 20 were submitted
to committees or Members of Congress, In addition, 25
reports to Department or agency officials were issued.

In the reports to-the Congress as a whole and to
Departument or agency officials, GAO pointed out op-
portunities for the Department to improve the effec-
tiveness of its operations in several areas.

A review of the methods used by the Food and
Drug Administration in establishing fees for testing
certain drugs and pesticides and performing other re-
lated reimbursable services for manufacturers disclosed
that the fees had not been sufficient to recover full
costs. The methods used to determine costs were not
sound and excluded certain administrative costs, The
Administration revised its policy to provide for the
recovery of [ull costs, and increased fees applicable to
its principal testing program, resulting in additional
income of over $1 million a vear. Some cost allocations,
haowever, contiitied to be made on the basis of un-
supported estimates.

GAQO recommended that HEW establish an ade-
quate basis for allocating costs and complete its
studics of the fee structure on the other testing pro-
griuns. HEW responded that their new accounting sys-
tem would provide for adeguate support of fee deter-
minations. (See Appendis, Section I, Ttem 131.)
Another review showed that the Indian Health Serv-
ice, Health Services and Mental Flealth Administra-
tion, had obtained little or no cash or labor contribu-
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tions from some Indian tribes and other beneficiaries
for the construction of water supply, sewage and
water disposal, and other sanitation facilities author-
ized by a 1939 law, although the beneficiaries are sup-
posed to contribute and apparently could.

Both HEW and the Department of the Interior,
which has specific responsibilities for Indian welfare,
agreed to cooperate in programming tribal funds for
constructing sanitation facilities. HEW did not com-
ment, however, on © .(’s recommendation that the
Secretary emplhiasize 10 responsible officials the in-
tended cooperative nature of the program which
requires them to seck contributions from individual
beneficiaries. This matter requires further attention.
(See Appendix, Section I, Item 33.)

A review of activities at four of the seven primate
research centers established by the National Institutes
of Health (NIH) showed that, although NI had dis-
charged its administrative responsibilities in a gen-
erally satisfactory manner, certain conditions required
management’s attention,

At one center planned research activities were re-
duced in scope hecause, due to lack of funds, certain
needed [acilities had not been constructed. At another,
a valuable colony of great apes was not being fully
utilized. Also, the visiting scientist program, an im-
portant activity, was not being actively pursued, Other
matters commented on in the report concerned dis-
seminating  information on  technical innovations,
scheduling periodic internal audits, insuring that op-
crating funds arc not used for construction, and nego-
tiating an appropriate indirect cost rate with a grantee
university. The report contained recommendations for
improvement and the agency’s comments thereon. { See
Appendix, Section I, Ttem 121.)

GAQ reviewed in several States the manner in
which the Office of Education was administering its
responsibilities under Tide T of the Elementary and
Secondary Education Act of 1965, which authorizes
funds for programs designed to meet the needs of
children deprived of normal educational development.
Avreport on West Virginia disclosed that certain aspects
of administration in that State could be strengthened.

Participating areas within the State were not  se-
lected in accordance with Office of Education eriteria.
Salaries of persons whose duties were not limited to
the program were t‘hargcd to the program, Equipmcm
used in the regular school program was charged to
the Title T program. Also, State audits were not of
the scope contemplated by Office of Education re-
guirements. The Office of Education agreed with GAO
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A Rhesus monkey in visual training apparatus for studies of amblyopia ("tired eye”) under a research program supported by
the National Institutes of Health.

recommendations and- said that the State had issued
directives designed to correct some of these and other
matters discussed in the report. (See Appendix, Sec-
tion 1, Item 18.)

A review of dishursement practices under the Guar-
anteed Student Loan program administered by the
Office of Education showed that the Government, as
principal loan insurer, could have reduced its interest
costs by possibly §9 million for the period November
1965 through December 1968 if the private lending
institutions had dishursed the funds oftener than an-
nually. More frequent disbursements would also re-
duce the risk of defaulted loans and provide other
advantages, :

In response to its recommendation, GAO was in-
forned that Federal regulations would be amended
to provide that disbursements are not greater than the
amounts requived by the students for a given semester,
quarter, or term. (See Appendix, Section I, Item 48.)

In another report to.the Congress GAO expressed
the npinioil that the financial statements of the Stu-
dent Loan Insurance Fund, administered by the Office
of Education, did not present [airly the financial posi-

=

tion of the Fund at June 30, 1968, or the results o
the operations for the year then ended.

Claims made by the State of California for Fed-
eral funds under the Medicaid program for providing
skilled nursing care to persons in institutions for the
wentally retarded were questionable because the claims

appeared to have been made on the basis of the
persons’ presence in institutions certified by the State
as skilled nursing homes rather than on determina-
tions of the persons’ needs for skilled nursing care, A
review by HEW sustantiated these indications.

GAO recommended that the Seeretary, HEW, in-
sure that participating States determine, on a case-
by-case basis, the types and levels of care needed by
tarded persons and that such persons are,
in fact, receiving such care. GAO also recommended
that the propriety of past claims by the State of Cal-
ifornia and seven additional States be reviewed by
HEW and that appropriate adjustments of Federal
payments be made.

HEW stated that it would take the actions recom-
mended. Further, the State of Calilornia informed
HEW that reviews in that State had already resulted

mentally re
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in the termination of billings for persons found not
to need' skilled nursing care. (See Appendix, Section
I, Item 25.) g

At the request of the chairman, House Ways and
Means Committee, GAO monitored a special review
of theaid to families with dependent children (AFDG)
program in New York City conducted by HEW and
the New York State Department of Social Services.
Although  the. HEW-State review was performed in
a competent. and effective manner, GAO did not
agrec with HEW-State conclusions as to the reasons
for the rise in the AFDC caseload, the eligibility
and correctness of AFDC payments, and the prob-
lems which hinder provision of employment and self-
support services to AFDC recipients.

GAO pointed out that changes were needed in the
quality control system used by the States to evaluate
eligibilivy determinations, since it did not alert respon-
sible officials to the high rate of ineligibility found dur-
ing the-special review. HEW advised the chairman
that a thorough review of the quality control system
would be made. (See Appendix, Section I, Ttem 27.)

In a report to a congressional committee, GAO
stated that Medicare payments of $1.6 million had
been made to an association of supervisory and teach-
ing physicians for professional services provided to
Medicare beneficiaries. According to hospital records,
nearly all of the services billed in the names of these
physicians had been provided by residents and interns
whose salaries were reimbursable under the program.
In some cases, hospital records showed no evidence
that the services paid for had been provided.

On the hasis of this review, the Social Security Ad-
determined that overpayments of $1.1
mwillior had bren made to the association. Subsequent-
ly. the association refunded $300,000 and agreed to
refund 800,009 by oflsets against [uture payments

nnistrat

cue the associavion,

At June 3, 1970, congressional consideration was
being given to amending the Social Security Act to
chinge the basis of reimbursement for supervisory
and teaching physicians, (See Appeadix, Secton 1,
Item 54

Othier reviews made at the request of congressional
commmittees and Members of Congress included such
matters as the elfectiveness of procedures established
by HEW tostrengthen control over donations of high
cost surplus. property, a comparative study of reim-
bursements to hospitals under Blue Cross private plans
and the Medicare program, use of grant funds by a
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local mental health foundation, purported abuses by
scientific equipment manufacturers under the health
programs, contract$ for support of a laboratory of
clinical pharmacology, and a survey of progress toward
constructing a new teaching hospital on the Howard
University campus.

Reports to Departinent officials related to certain as-
peets of the administration of Title 11T of the Elemen-
tary and Secondary Education Act of 1965, selected
aspects of Hill-Burton grant programs for construction
and modernization of hospitals and other medical fa-
cilities, opportunities for improvements in the admin-
istration of selected Children’s Bureau medical care
programs, allocation of administrative costs under the
Medicare program, and other matters,

Audit work in process included reviews of the De-
partment’s programs related to narcotic rehabilitation,
community mental health  centers, Medicare and
Medicaid, student financial aid, Teacher Corps. family
planning, and publications activitics.

Department of Housing and
Urban Development

As a result of reviews of the activities of the Depart-
ment of Housing and Urban Development {HUD),
GAQ submitted 20 reports to the Congress: six re-
ports to the Congress as a whole and 14 to its commit-
tees or Members. In addition nine reports were issued
to HUD officials. The veports dealt principally with
HUD) activities involving mortgage financing, housing
assistance, and internal auditing.

A report to the Congress on the leased housing pro-
aram for low income persons stated that greater prog-
ress l.'i)u’d i]:l.\'(‘ I)L‘[.'I'I I'H.'l({l' ill :\i‘]\il'\'{l'l_i.{ t}ll‘ |]1'(}gt'.’ll'ﬁl'$
objectives in the early vears through better administra-
tion by HUD. The report questioned whether it was
appropriate to provide housing assistance to persons
already adequately housed when other chigible persons
on the waiting lists were living in substandard housing
and whether the program should assist persons with
relatively Jarge amounts of assets,

HUD initiated some improvements in its adminis-
tration of the leased housing prosram but did not agree
with the proposals regarding priorities and asset lim-
itations. GAQ therefore expressed the belief that the
Congress iight wish to consider these proposals. (See
Appendix, Section 1. Ttemn 49,3



In a report on inspections of concrete used in the
construction of federally assisted low rent public hous-
ing projects GAO pointed out that the practices of
HUD and local housing authorities were not adequate
to insure compliance with contract specifications and
that certain actions in addition to those proposed by
HUD were needed to strengthen. its controls. Accord-
ingly, GAO recommended that HUD make more effec-
tive “use” ol its rcgi.mml representatives  to  insure
compliaiice with contract specifications. (See Appen-
dix, Section I, Item 50,

Another report raised questions for the consideration
of the angrcss.miéti'ug to insurance eeilings and land
appraisals in connection with insuring mortgage loans
for certain types of large cooperative housing commu-
nities ‘comprising many separate_but interdependent
and integral property segments. By applying the stat-
utory 1:i0i‘i‘g;\gc-insuranm limitation of $20 million to
cach of the individual segments of such large commu-
nities, HUD insured or had commitments to insure
mortgages agureaating about $270 million on five par-
ticular communities. Application of the $20 million
limitation to individual seainents of large developments
may not have been cnvisioned by the Congress. Treat-
ment of each segment as a separate mortgage entity
also resulted in substantial increases in land appraisals.
{See Appendix, Section 1, Item 58.)

In other reports to the Congress, GAO expressed its
opinion on the financial statements of the Federal
Housing Administration for fiscal vears 1968 and 1969
and -the Federal National Mortgage Association for
fiscal year 1968,

In a report to the Secretary of TIUD, GAO stated
that a sip=le 2 Gt organization placed at the highest
practicable organizational Jevel should provide greater
opportunity for more flesible use of stall’ resources and
plice the auditors inoa better position to independently
and abjectively review and report on all HUD pro-
grams. The Seeretary agreed and placed all audit fune-
tions under the Department’s. Office of Audit. The
Ofhee of Audit was to continue to report to the assist-
ant Secrétary for Administration on the basis of the
Seerelary’s determination that this was the highest
practicable level to which the Office of Audit should
report. {See Appendix, Section I, Ttem 148.)

Audit work-in process included reviews of HUD ac-
tivities involving whan renewal. model cities, metro-
politan (l{.‘\'(‘lﬂ]lll‘ll.‘llll_. mortgage financing,  special
Insurance upvl".\linns_, heusing assistance, and D(‘p:u‘l—
ment-wide finaneial administration and imanagement.
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Department of the Interior

GAO submitted 21 reports to the Congress on re-
views of Department of the Intevior operations. Of
these reports, 13 were submitted to the Congress as a
whole and eight were submitted o its committees ov
Members, Also, 18 reports were issued to Departiment
or agency officials,

Summaries of indings and recommendations in the
reports to the Congress as a whole and in certain other
reports follow,

Water Pollution Control

The benefits of the program administered by the
Federal Water Quality Administration  (IF'WQAS
{formerly the Federal Water Pollution Contral Ad-

ministration) for abating, controlling, and preventing
water pollution have not been as areat as they could
have been because many waste treatment facilities have
been constructed on waterways into which major pol-
Iuters continue to discharge untreated or inadequately
treated waste. Grants have been awarded on a first-
come-first-served or readiness-to-proceed basis with
little consideration being given to the benefits to be de-
rived and the actions taken or planned by other
polluters.

A more effective approach requires a coordinated
and systematic effort on the part of FAWWQLA, the States,
and all polluters, FWQA and the States should be able
to choose from alternatives and establish priorities on
the basis of the benefits to be atiained. The use of sys-
tems analysis techniques would be of substantial bene-
fit. The Department agreed that a more systematic
means of awarding construction arants must be {ound
and, on July 2, 1970, took some action toward this
end.

Although the Department did not agree, GAQ rec-
ommended that the Congress (1) consider allowing
the construction of less than secondary treatment
facilities when this would result in water quality en-
hancement and (2} might wish to provide that priori-
ties be established on the basis of benefits to be realized,
a matter not fully covered in the Department’s subse-
quent action of July 2, 1970, (See Appendix, Section 1,
Item 6:1.)

Among the grants made by FWQA are grants to
municipalities for the construction of facilities to treat
(11 domestic wastes only, (21 industrial wastes only,
and (3) domestic and industrial wastes. A large amount
of these grants have been for the construction of facili-
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ties to treat significant quantities of industrial wastes.

Although the '(Iongre:is is aware that grants are made
for the treatment of domestic and industrial wastes,
it is questionable whether the Congress intended that
grants be awarded for the treatment of industrial
wastes only. Therefore, GAO suggested that the Con-
gress might wish to clarify its intent and also consider
other alternatives for financing the cost of facilities for
treating both- domestic and industrial wastes. (See
Appendix, Section I, Item 65.)

Water Resources Development

‘The criteria used in determining the cost of financ-
ing the Federal power systems of the Department of the
Interior and the Corps of Engincers—costs that are re-
payable from
of power——result in the use of interest rates that are not
representative of the cost of Treasury borrowing. Gon-

revenues obtained from the sale

sequently, the cost of financing and, hence, the amount
to be repaid from revenues has been significanty
understated.

Although the Department of the Interior and the
Corps of Engineers announced or proposed to make
certain changes in computing interest costs, it is be-
lieved that the changes, while representing sigmficant
improvements, will not result in a realistic measure of
the Treasury’s cost.

GAQ proposed that the Congress consider a uni-
form method of determining the interest rates to be
used in computing the cost. These rates, which would
be representative of the cost of funds borrowed by
the T'reasury during the period of construction, would
be determined by the Secretary of the Treasury. {See
Appendix, Section 1. Ttem 69.1

A stated purpose of the San Luis irrigation umt.
Central Valley project, California, was to replenish
and stabilize the level of ground water in the unit’s
service area, but an amendment to a contract with the

unit’s ia

st water user would, if implemented, de-

feat that purpose. The amendment. designed to insure
that ineligible landowners in the area do not benelit
by using ground water resulting from the unit’s opera-
tion, would reqjuire the contractor. when directed by
the Bureau of Reelamation, to use ground water rather
than purchase water [or ivrigation,

GAO suggested thar the Congress might wish o
provide guidance to the Bureau as to which is of
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primary importance—replenishing and stabilizing the
ground water supply or preventing ineligible land-
owners from benefiting [rom project water—and to
consider making more land eligible for use of project
water, thus lessening the use of ground water by in-
cligible landowners. (See Appendix, Section I, Item
0.1

A report to the Secretary of the Interior commented
on the need for including, in all future long term
Burcau of Reclamation water service contracts, pro-
visions for adjusting rates for the sale ol municipal
and industrial water when the rates, which are based

on estimated costs, are later found o be inﬂd(:quﬂlc to
recover all costs allocated to municipal and industrial
purposes. {See Appendix, Section I, Item 72.)

Land Management and Natural Resources

In response to a request by the chairman, House
Committee on Interior and [nsular Affairs, GAO re-
viewed the Government's helium program. Significant
changes have occurred since the program was author-
ized in 1960 which may have an effect on the De-
partment of the Interior's ability to meet certain
anticipated objectives of the program. For example,
significantly more helivm may be stockpiled than was
forecast by the Burcau of Mines when the program
was undertaken. Further, the program may not be
self-liquidating over a 23- to 33-year period as re-
quired by the Helium Act.

Several possible alternatives to bring the program
more in accord with that initially contemplated were
oflered 1o the committee, with the suggestion that it
might wish to reevaluate the basic coneept and size of
the program. { See Appendix, Section I, Item 34)

AMost oil and gas leases of Federal lands were
awarded by the Bureau of Land Management non-
competitively and, in many cases, at prices that ap-
peared to be less than fair market value. Although
substantial public interest it acquiring noncompeti-
tive leases indicated that effective price competition
could have been obtained. the first qualificd applicant
is entitled under the law to lease certain lands without
competitive bidding. Also, the statutory right of lessces

sign leases in units as small as -H acres appeared
to impede rather than induce development of oil
and was resources. GAQ recommended that the Con-

gress wmend the Mineral Leasing Act to require the



use of competitive bidding to award oil and gas leases
on all Federal l'amis_, unless otherwise justified, and
to increase the agreage limitations on assignments. (See
Appendiy, Section I, Ttem 35.)

In another report, the rising cost ol acquiring land
for national recreation areas was discussed. In enact-
ing legislation authorizing the establishment of na-
tional recreation areas, the Congress frequently has
to define boundaries ‘before important facts, such as
the cost of various tracts of land, are known. The De-
partment of the Interior rejected GAQO's suggestion to
adjust the boundaries of certein areas to exclude ex-
pensive properties located on or near the boundary
lines.

Therefore, GAO recommended that the Congrass.
in enacting authorizing legislation, provide the Secre-
tary with guidelines for making changes in established
boundaries when the acquisition of high cost prop-
erties on or near the boundaries is involved and, for
those areas for which additional funds are requested
to permit acquisition to he completed, require the
Secretary Lo estimate the cost and to justify the de-
sirability of acquiring such properties. (See Appendix,
Section I, [tem 36._]

Indian Affairs

In the three principal States participating in the
Johnson-O’Malley program for contributing to the
cost of educating Indian reservation children, GAO
found instances where the distribution of Federal
funds 1o school districts appeared to be improper or
where the Bureau of Indian Affairs conld not be sure
that the funds had been used for the intended pur-
poses. Also, funds were provided where needs may not
have existed and the funds may not have benefited
Indian children. In addition, the Bureau was paving
the full cost of educating Indian children living in
Federal dormitories although most of the children were
residents of the particular States. In GAO's opinion,
the school districts, counties, and States should have
shared in the cost.

The Department of the Interior agreed with the
proposals to improve controls over the administration
of the program and informed GAO of certain steps
that had been taken. Also, the Department indicated
that the dormitory program agreements should be

phased out.in the shortest time possible, with the Swute
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and local districts sharing the cost of educating their
resident students. {See Appendix, Section 1. ltem 20.)
A report to the Comimissioner. Bureau of Indian
Affairs, commented on the loss of cash discounts on
purchases because of delays beyond the discount period
in paying vouchers and the failure to take the dis-
counts offered on vouchers processed within the dis-
count period. (See Appendix, Section [, Ttem 231.)

Mapping

An opportunity exists for the Federal Government
to realize additional revenues if the Geological Survey
would sell its waps at prices based on their fair market
value. Maps sold by the Survey are priced essentially
on the basis of direct costs incurred in printing and
distribution although it appears that the fair market
value of the maps exceeds the established prices. The
applicable Burcau of the Budget (BOB} circular pro-
vides that full cost is to be recovered when a service
is rendered and that market value is to be obtained
\\'}1(_‘“ resources or i)'l'()l)('. El} are ’\Ol(j

GAQ believes that maps are tangible commoditics
and should be priced at levels up to fair market value,
but Department officials believe that supplving the
maps is a service. Consequently, GAO recommended
that BOB proceed as soon as possible with a review it
planned to resolve the issue Government-wide. {See
Appendix, Section 1, Itemn 51,0

State and local agencies doing mapping under pro-
grams financed in part with Federal funds should use,
where appropriate, scales and standards comparable to
those used by the Survey in its natioaal topographic
mapping program. Thus. some steps in the national
program could be eliminated and overall savings could
be realized. After considering this GAO suggestion,
BOB revised its Circular No. A-16 to provide for the
coordination of such mapping activites with the na-
tional program whenever practical and feasible. Also,
the Survey's Map Information Office planned to ex-
pand its activitics, as GAO had suggested, 1o serve as
a central inforsauon referral point on mapping ac-
tivities of Federal, State, and local agencies aided by
Federal funds. (See Appendix, Section 1, Items 52

and 53.
Trust Territories

After reporting again on the need for improvement
in the financial management system of the Trust Ter-
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ritery of the Pacific Islands, GAQ was informed of cor-
rective actions taken or planned. GAO continucs to
believe that the Department should establish appro-
priate surveillance techniques to insure that corrective
actions are taken. {See Appendix, Section I, Ttemn 132.}

Audit. work in process included rveviews of such
activities as the operation and maintenance of munic-
ipal waste ireatment plants, the financial operations
of the Missouri River isasin project, and the interest
rate criteria used in determining the financing cost
allocated to municipal and industrial water. Other
reviews were being made of the controls used to insure
receipt of proper royalty payments for oil produced
from leases on Federal lands, the Bureau of Indian
Affairs’ financial management of [rdian trust monies,
and the Bureau’s progress in meeting the objectives of
the Indian housing program.

Department of Justice

During fiscal year 1970, four reports on reviews of
Department of Justize uperations were subinitted to
the Congre =* t- a to the Corgress as a whole and tv o
to the cha’ .an of the Legal and Mot etury Affairs
Subconmnittee, House Commitice on Government
Operations. Fourteen reports were issued to Depart-
ment or agency officials.

Fees charged by the Immigration and Naturaliza-
tion Service (INS) during fiscal year 1967 for certain
services were insufficient, by about $2.8 million, to re-
cover costs while fees for other services exceede:! costs
by about $2.2 million. Some of the fees had been estab-
lished by statute, but legislation enacted in October
1968 authorized the Attorney General to set these
fees. In response to recommendations that fees be set
to recover costs, the Department said that it would
establish a new [ee structure.

Also, fees charged by ULS. marshals during fiscal
vear 1968 for serving processes for private litigants
were-insafficient by about $170.000 to recover costs.
The Department replied it was considering proposing
legislation, as GAQ recommended, which would au-
thorize it to adjust the fees or would revise the fees
presently prescribed by law, and that it concurred with
GAQ's recommendations for determining costs of serv-
ires provided by the marshals and by INS. (See Ap-
vendix, Section I, Ttem 224.)
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The other report to the Congress concerned the
financial statements of the Federal Prison Industries,
Inc., for the fiscal year 1969,

The reports to the chairman, Legal and Monetary
Affairs Subcommittee, evaluated the actions taken by
the Departiment to implement recommendations made
by the House Committee on Government Operations
in 1964 concerning collection of judgments, fines,
penalties, and forfeitures and responded to questions
on the Department’s judgment collection activities
generated in hearings held by the subcommittee in
September 1969. (Sce Appendix, Section I, [tem 162.)

Reports to the Attorney General commented on
opportunities to reduce the mileage and per diem costs
of US. marshals and deputy U.S. marshals and the
unauthorized hiring of certain employees by the Im-
migration and Naturalization Service. (See Appendix,
Section I, Ttems 183, 181, and 163.)

A report to the Commissioner of Industries, Federal
Prison Industries, Inc., included GAQ’s comments on
the need to revise certain accounting policies and prac-

tices. {See Appendix, Section I, Item 133.)

Audit work in process included reviews of such
activities as collection practices, grants and contracts
for law enforcement purposes, transportation of aliens
in the Southwest Region of the Immigration and Nat-
uralization Service, and accelerated inspection and
forcign preclearance of persons entering or en route to
the United States.

Department of Labor

A majar portion of GAO's work at the Department
of Labor was directed toward reviews of the Neigh-
borhood Youth Corps, Concentrated Employment, and
related programs authorized by the Economic Op-
portunity Act of 1964, as amended. Reviews of these
programs, which are administered by the Department
of Labor under authority delegated by the Office of
Economic Opportunity, were made pursuant to the
requiremients of section 201 of the Economic Op-
portunity Amendments of 1967, During fiscal ycar
1970, GAO submitted to the Congress 10 reports on
the effectiveness and administrative efficiency of the
Neighborhood Youth Corps program and four re-
ports on the Concentrated Employment program at
selectud locations, (See page 67.)



Other major Federal manpower training programs
were also reviewed, including (1) the institutional, on-
the-job training, and skill center programs authorized
by the Manpower Development and Training Act of
1962, as amended, (2) the Job Opportunities in the
Business Sector program, (3) the Special Impact pro-
gram, (4) certain aspects of the Work Incentive pro-
gram authorized by the Social Security Act, and (3)
the operations of the JOB Bank, a computerized sys-
tem for centralizing and disseminating job-order in-
formation operated by the Federal-State employment
security offices. Reviews of departmental determina-
tions of prevailing wage rates under the Davis-Bacon
Act and related acts for federally financed residential
housing projects in selected States were also made.

Pursuant to requests for information on certain
Department of Labor operations and activities, six
reports were submitted to congressional committees or
Members of Congress. In addition, six reports were
issued to Department officials.

One report informed the Department that the Man-
power Administration could improve services to job
applicants and employers in its administration of the
employment security prograra in the four States cov-
ered in the review. Other improvements needed in
program procedures and application included a need
for the Manpower Administration to establish, and to
apply to all State employment security offices, criteria
on when these offices should be closed or their opera-
tions curtailed. (See Appendix, Section I, Items 14,
15, and 16.)

In May 1970 GAO representatives testified at the
request of the chairman, Select Subcommittee on
Labor, House Committec on Edueation and Labor,
and the chairman, Subcommittee on Employment,
Manpower and Poverty, Senate Committce on Labor
and Public Welfare, on GAO’s preliminary findings
and observations in the review of the program results
and administrative efficiency of the Job Opportunities
in the Business Sector program.

Post Office Department

Ten reports on reviews of Post Office Department
activities were submitted to the Congress in fiscal year
1970. Two ol these reports were submitted to the
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Congress as a whole and cight were submitted to its
committees or Members. In addition, 10 reports were
submitted to Department officials, These reviews cov-
cred varied activities, such as planning for large mech-
anized mail-handling facilities, manpower utilization
and staffing of postal facilities, and transportation and
delivery of mail.

GAOQO provided assistance to the Congress by com-
menting on the sixth proposal dealing with the mod-
ernization of postal cperations through the establish-
ment of a Government corporation. In testifying
before the Senate and House Committees on Post
Office and CGivil Service, GAO representatives stated
that some form of corporate structure could be justified
for the Postal Service to provide management with a
greater degree of flexibility to better enable it to man-
age its commercial operations on a business-type, self-
sustaining basis,

In one report to the Congress GAQ estimated that,
of the costs incurred by the Post Office Department for
providing address correction service to postal patrons
in fiscal year 1969, at least $2.8 million was not recov-
ered [rom users of the service. The Postmaster General
concurred in the proposal that the Department make
a cost study to ascertain the fees that should be charged
to recover the full costs of this service and stated that
such a study had been undertaken. (See Appendix,
Section I, Ttem 223.)

In another report GAO stated that the 8-hour day
of railway and highway Post Office employees included
an allowance of 1 hour and 35 minutes for performing
duties, such as stamping facing slips and preparing
labels, while away from the mobile units. Because of
changed operating conditions since the allowance was
established, most of these duties have been eliminated
or could be eliminated or reduced. In view of the
potential for considerable savings, the Post Office
should establish realistic work schedules for these em-
ployees and request a change in applicable legislation
il desirable or necessary.

The Department agreed that conditions had substan-
tially changed and that the allowance may be in cxcess
of curren needs. The Department also statca that an
80-percent reduction in mobile unit employees had
been made since February 1967 and that further re-
ductions might be made. If it found that a certain
amount of mobile unit service would be needed in-
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definitely, it would consider whatever adjustunents were
appropriate, GAQ believes, however, that timely cor-
rective action is needed inasmuch as the costs are still
substantial, {See Appendix, Section I, Ttem 175.)

In view of the concern expressed by Members of the
Congress regarding the uselulness of the Department’s
cost ascertainment report, GAQ suggested that the
Department climinate unnecessary detail and repeti-
tion and correct certain inconsistencies and other defi-
ciencies in the report. The Department’s revised
format, used in the report for liscal year 1969, incorpo-
rates most of the changes suggested. (See Appendix,
Section [, Ttem 134.)

Audit work in process included reviews of such
activities as the maintenance and repair of mechanized
mail-handling equipment, the transportation and
delivery of mail, manpower utilization, and research

and engineering activities.

Department of Transportation

A significant portion of GAO's audit effort in the
Department of Transportation was devoted to reviews
of programs related to (1} the Federal Aviation Ad-
ministration’s (FAA} efforts to automate and improve
the air traftic control system, (2) FAA's air safety
activities, (31 the Federal Highway Administration’s
iFHWA)- administration of certain Interstate High-
way program activities and right-of-way acquisition
appraisals, and {4 the Coast Guard's vessel construc-
tion and search and rescue activities.

Seventeen reports were submitted to the Congress
on reviews of Department operations: three of these
were submitted to Congress as a whole and 14 were
submitted to its committees or Members, Also, Depart-
ment or agency officials were issued 14 reports.

In one report to the Congress GAO commented that,
because of unsatisfactory practices, FHIWA required
five States to evaluate the reasonableness of the cost of
rights-of-way acquired in prior years. These retrospec-
tive appraisal programs confirmed that many appraisals
did not provide a reasonable basis for determining the
Federal share of the cost.

To a large extent, these programs were inadequately
planned and executed and, as a result, diflered among
the States. Because there was no prior agreement, the
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States were unwilling to accept the results as a basis
for determining the extent of Federal participation in
the acquisition costs.

In spite of the problems noted, retrospective ap-
praisal programs, if properly planned and executed,
could be used effectively when the extent of Federal
participation is found to be questionable. The Depart-
ment of Transportation took or promised to take
actions which should minimize recwrrence of these
problems. (See Appendix, Section I, Item 31.)

GAO stated in another report to the Congress that
there will be a continuing need to periodically up-
grade, through additional construction (overlays),
completed segments of the Interstate Highway System.
Although the Department did not concur in the need
for the actions GAQ proposed to improve the admin-
istration of the overlay program, GAO recommended
that FHWA establish maintenance standards for the
Interstate System: recognize, through limiting the
amount of Federal participation, that overlays relieve
the States of a portion of their maintenance responsi-
bilities: and establish uniform standards to provide
more assurance that overlays are applied in a timely
manner and in the proper amount.

Because of the long term need for overlays and the
substantial costs involved. which vastly exceed the
amount reported 1o the Congress, and because the in-
tent of the Congress was not elear, GAO suggested
that the Congress micht wish (11 1o express its intent
relative to the use of Interstate funds to upgrade com-
pleted segments of the Interstate Svstem and (2) to
consider the long term need for overlays in its delibera-
tions on the funding of the Interstate Syvstem, any
future expansions thereof. or any follow-on highway
programs. (See Appendix, Section 1, Trem 3000

Another report to the Congress expressed GAO's
opinion on the linancial statements of the Saint Law-
rence Seaway Development Corporation for the calen-
dar vear 1968.

Reports to the Secretary of Transportation com-
mented on the need to determine the underlying
causes and necessary preventive measures for certain
weneral aviation accidents, the need to monitor the
time required for processing proposed or amended air
safety rewulations, and certain charges o the Govern-
ment for the design of a supersonic transport engine.

In another report to the Seeretary GAO stated that



the Coast Guard would benefit from a financial man-
agement system that would provide for the use of in-
ternal cost-based budgets, based ‘on and used in con-
junction with an accounting svstem that would develop

and report cost data consistent with internal hudgetary
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classifications. Also, there was a need to improve cost
accounting to provide better financial information for
management through more accurate matching of the
cost of resources used with the time periods in which
they were used, (See Appendix. Section 1, Ttem 1353
Audit work in proeess included reviews ol programs
related to FAN's efforts to automate and improve the
air traflic control system: aiveralt and flicht programs;
operations at Washington National and Dulles Inter-
national Airports: FHWA's hichway construction ac-
tivities on the various Federal-aid systems, and its
transportation planning and highway salety programs;
the Coast Guard's value engineering and public [amily
housing pragrams: the Federal Railroad Administra-
tion’s hivh speed ground ansportation prog : the
Northeast Corridor transportation project: and the ad-
ministration of urban mass transportation grants.
During the vear GAQO stall worked closely with
stall menibers of the Govermment Activities Sub-
committee, IHouse Committee on Government Opera-
tions. in its consideration of problems velated o the
automation of the air traflic control system,

These pictures of a section of an interstate high-
aay show cracke and depressions in the wheel
paths. This section hac been overlaid since these
prctures ieere taken.
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Treasury Department

During the fiscal year, GAO submitted 10 reports to
the Cengress on reviews of Treasury Departiment op-
erations; four ol these reports were to the Congress as
a whole and six were to its commitiees or Members.
Also, Department or ageney officials were issued 28
reports.

In order for internal auditing to be a more efTective
and integral part of the Treasury Department’s man-
agement contral system, GAO suggested that the in-
ternal audit staffs in the Department’s 10 operating
bureaus and offices, with the exception of the Internal
Revenue Service (IRS) stafl, be consolidated: that the
consolidaied organization be responsible to the highest
authority practicable: that reviews in addition to those
of financial matters be made: and that IRS internal
audit activities be subject to departmental guidelines
and continuing appraisal.

The Deparctment believed that its present internal
audit system could best accomplish these suggestions.
The Under Secretary stated that he did not think it
was the proper time 1o consolidate the andit stafls or to
change their reportine level, GAQ's report thereflore
contained recommendations for strengthening the De-
partment’s internal audit system within its present
orzanizational structure. The Department planned to

implement, in varying degrees, most of these recom-
mendations. (See Appendix. Section I, Tteny 1490

A report to the Seeretary of the Treasury com-
mented on the need to improve internal auditing in the
Internal R_C\'ﬂme Service. {See Appendix, Section 1,
[tem 150.}

Anather report stated that the Bureaw of the Mint
needed better information for use of the Congress and
for its ewn use in managing its operations and needed

o review its entire data processing requirements. Also.

a revision in the method of financing Bureau opera-
tions would enable the Congress o strengthen its con-
trol over Bureau activities, permit greater flexibility
in planning coin manufacturing, and simplify financing
procedures. This revision would require congressional
action,

The Treasury Department agreed with most of
GAO's proposals but cited a need for (1) Bureau of

the Budget approval regarding revision of its financial

reports and (2] sufficient qualified personnel 1o estab-
lish a centralized accounting system using automatic

data processing. equipnsent. An Assistant Sceretary of

the Treasury believed that the Department should
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defer submitting legislative proposals to revise the
method of financing Bureau operations. {See Appen-
dix, Section [, Ttem 136.)

In order to obtain the full benelits of price com-
petition from the sale of excess silver to small business
concerns, GAO sugeested that the Treasury Depart-
ment reguire the General Services Administration
(GSA), the selling agent, to sell such silver on a sealed-
cempetitive-bid basis but at not less than an established
minimum acceptable price. Sales to small business
concerns were being made on a noncompetitive basis
at the lowest bid price accepted in concurrent com-
petitive sales in which small business concerns had
broadly participated. On May 20, 1964, GSA an-
nounced that the silver set aside for small business
concerns would be offered for sale to small business
concerns on the basis GAQ had suggested. {See Ap-
pendix, Section I, Ttem 213.)

Reporting on an examination of the financial state-
ments of the Bureau of Engraving and Printing Fund,
GAOQ stated that, in response to a proposal made in a
prior GAQ report. the Bureau bad made a commend-
able but unsuccesstul effort to eocourage other sup-
pliers to bid on Bureau currency paper requirements.
However, cost reductions totaline $333.735 will be
achieved over a byear period because the Bureau
changed from an annual to a 4-year contract beginning
i fiscal vear 1970 and the suppher-—-the only bidder——
was awarded a contract at o lower unit price than
the 1969 unit price.

In the absence of adequate and efllective competi-
tion. however, the Bureau needs to have better assur-

ance as to the reasonableness of the prices for currency
paper. GAQY therefore sugeested that, if there is an
absence of adeqguate and effective competition in the
future, the Boreau negotiate a contract on the basis
of the suppher’s certified cost or pricing data in accord-
ance with the Code of Federal Regulations. GAO was
imfermed that the Burcau Director intended to adopt
this sugyestion. {See Appendix, Section I, Ttemn 104)

Reports to congressional commuittees or Members of
Clongress on reviews made at their request concerned
such matters as procedures for offering marketable
obligations of e Treasury Department, e
of issuing participation certificates by the Federal Na-
tional Morteage Association over the cost of obtaining

5 cost

funds through direct borrowings by the Treasury, and
cincellation and destruction of anfit currency at vari-
ous Federal Reserve banks and branches,

Reports to agency officials related o sueh maters

as internal audit activities at the Burcau of Customs,



control over bonded jet fuel withdrawn by air carriers
at selecred locations, procedures governing the ex-
amination of inports prior to assessment of duty,
selected activities of the IRS data center in Detroit.
Mich., need for retaining unissued gold and silver
certificates, and settlement of accounts of accountable
officers.

Audit work in process included reviews of such mat-
ters as the use of resources at IRS service centers, ware-
housing of nmported metal-hearing ores, administra-
tion ol accounts receivable resulting [rom import du-
ties, use of duty-Iree jet fuel by aireraft simultaneously
engaged in domestic and foreien trade, and rent-free
use of space in Government-owned buildings by the
Office of the Comptroller of the Currency.

Atomic Energy Commission

GAO submitted seven reports to the Joint Com-
mittee on Atomic Enerey and issued five reports o
agency officixls on various activities of the Atomic En-
ergy Gommission {AEC). Primarily, these reviews were
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undertaken at the request of the Joint Committee with
respect o 21 development of warhicads for the SAFE-
GUARD antiballistic missile system. + 2
to the possible establishinent of 4 Government uranium
enrichment enterprise. +3 development ol the Janus
reactor commplex for biolosical research by the Argonne

issues relating

National Laboratory, and -} proposals by AEC con-
cerning plutonium sales policies and pricing.

During fiscal year 1964, at the request of the Joint
Committee, GAO examined certain factors relating
to the possible wansfer of AECTS three wascous diflu-
sion plants to private ownership and issued two re-
ports to the committee on that suliject. As i followup
to that request, GAQ representatives testified hefore
the comunittee on July 9. 1664, on the results of the
review,

Because of the importance of this matter. the com-
mittee requested additional studies of the gquestion of
future ownership of ALC's easeous diffusion plants.

particularly with respect to the extablishanent of a Gov-
ernment uranium enrichment corporation. GAO's re-
port stated that the most important watters involved
in a possible transfer of AECTs wranium enrichment

The Atomic J';'uér'g]- Commission’s Qak Ridge Gasemps Diffusion Plant, Major facilities inelude: high-cnriching facilities (in
standby) ;- dotw-enviching facilities; barrier produwction plant and related facilities; resenrch and decelopment facilities:

uran ;H npa

entory facilities and stovage weas! and administratire

. mamtenance, and other support activitics.
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function to & Government enterprise were (1) issues
pertaining to the functions, facilities, and materials
related to uranium envichment, {2) organization and
management of enrichment activities, and (3} capi-
talization and financing. Also, a number of alternatives
for future ownership of the uranium enterprise were
identified, ranging from AEC ownership with author-
ity to borrow Tunds to a mixed Government-indlustry
corporation, and the advantages and disadvantages of
each were discussed. (Sec Appendix; Section I, Item
62.)

On June 17, 1970, GAO representatives testified
hefore the committee regarding (1) a proposal to
establish prices for uranium enrichment services pro-
vided by AEC on a commercial basis rather than on a
cost reimbursement basis and (2) a proposed price
inerease based on the new criteria. A report on this
subject was submitted to the committee shortly after
the close of the fiscal year.

A report to the Joint Committee on the develop-
ment of the Janus reactor complex-at AEC's Argonne
National Laboratory commiented on the causes of
delays, cost-increases, and other problems encountered.
The report stated that there was a need, with respect
to [uture developmental projects involving the con-
struction of costly new facilitics with operating funds,
for Argonne to develop and provide to AEC (1) a
schedule for completing the major steps involved in
project development, (2) a description of the or-
ganization to be used in managing the project, and (3)
the effects anticipated, from other work, on the Labora-
tory’s ability to keep the project on schedule. Improve-

- ments were proposed in Argonne’s method of account-
ing for the costs of such projects and AEC's procedures
for coordinating the developinent of reactor projects
for use in programs of its research divisions. AEC and
Argonne agreed to accept the proposals. (See Ap-
pendix, Section I, Ttem 122.)

Two reports to the Joint Committee related to re-
views of AEC proposals concerning the price of pluto-
nium and the terms for foreign sales.

GAQ reported to the Chairman, AEC, that substan-
tial savings might have acerued if a research center
t)pcr;l.lin_'_; under a cost-type eontract with AEC had
been able o (I-L;gnliate agreements with contractors SUp-
plying klystron tubes to imit payinents to the contrace-
tors [or hours of tube use il wbe life proved, as it did.
to be substantially longer than expected. Also. the cen-

ter did not obtain certified cost or pricing data from the

contractors asa basis for price negotiation, as required,
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and continued to make payments to a contractor who
was not complying with contract terms, In response to
GAO's proposals, AEC informed GAO of actions that
had been taken or which AEC and the center proposed
o take upon expiration of the contracts on June 30,
1970. (See Appendix, Section 1, Item 112,

In another report to the Chainman, AEC, GAO
commented on the fact that AEC was not represented
on, nor did its representatives attend as observers at
meetings of, committees established (o select the most
appropriate experiments to be conducted on its con-
tractor-operated accelerators under the national high
energy physies research program. AEC agreed to adopt
CGAQ's proposals on this matter and on the need for
evaluation and approval of any automated systems sug-
eested by the contractors Tor analyzing experimental

data, 1See Appendix, Section 1, Ttems 123 and 12

Civil Service Commission

A significant portion of GAO's audit elfort in the
Civil Service Commission was devoted to reviewing
the administration of selected aspects of the Federal
emplovees” health benefits and group life insurance
programs. The proposed design for the automated ac-
counting system for the administrative, fiscal, and
budgetary activities of the Commission was also re-
viewed and appraved.

Duwring the vear one report was submitied to the
Congress. one to a Member of the Congress, and four
to Commission officials.

One report stated that the Commission had admin-
isteved the Federal emplovees’ group life insurance pro-
aram in a generally satsfactory manner:; however, the
administration of the program could be improved by
strengthening management controls over certain as-
prets of the program.

GAO recommended (1 requiring accounting sup-
port for certain vosts charged w the program by the
{ al insurance e andl paid for on the basis of
‘ing the

ahixed percentage of sross premivms, (21 1w

carrier to report systematically to the Commission on
all program funds held by it (37 independently evalu-

ating the reasonableness of the charge made by the

carrier when an insured emplovee converts to an in-
dividual palicy, and b including the deficiency under
the life insurance agreements of certain employ

beneficial associ

ions in the Gommission's actuarial

valuations of its regular insuranee program. The Com-
mission took or promised 1o ke action on all of these



recommendations, (See’ Appendix. Section 1, Tiems
176, 177,178, and 179

At June 30, 1970, a report on a review of the Gov-
ernment-wide service benefit plan under the Federal
emplovees' health benefits program was heing prepared
and a review of the Commission’s administration of the
Government-wide indemmity benefiv plan under this
program had started.

District of Columbia Government

GAO submitted six reports to the Congress on re-
views of District of Columbia operations. Three of
these reports were submitted o the Congress as a whole
and three were submitted to its committees or Mem-
bers. Also issued were thiee reports to the Cominis-
sioner, District of Columbia Govermment, three reports
to department or agency officials, and one report to
the General Manager, Washington Metropolitan Avea
Transit Authority. Sclected District-wide operations
and activities in cight District deparunents were ce-
viewed, including operations related 1o procurement,
building construction and maintenance, payroll admin-
istration, and motor vehicle

aragemaent.

One report on building construction inspections
stated that the District had not made required or ree-
<1mm_(‘m|(‘d tests to determine whether concrete met
specifications ; had aceepted conerete that did not meet
specifications: had not received required samples, shop
drawings, deseriptive liternture, and cerufications o
determine whether materials, equipment, and systems
met specifications: and had aceepted compacted soil
FAll and backfll) that did not me
District took action to improve its inspections by pro-

tspeeifications. The

viding' needed  guidanee and test equipimient o s
inspectors and by implementing a betier system for re-
porting and reviewing pesults of inspection activities.
{See Appendix. Section I, Lem 92.)

In another report GAQ stated that the District's per
pupil cost of repairing and maintaining school build-
ings was signficantly higher than other school systems’
vosts; the cost of painting work performed by its paing-
ers was higher than the cost of similar work performed
under contract: its work foree took about 96 percent
more time to do certain repaiv and maintenance work
than had been estimated: and school custodians were
not |u‘f[0)‘li|il1y_ minor maintenance work, GAQO recom-
mended that information provided by the Distriet's ae-
counting svstem be wsed more eflectively  through
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analyzing and comparing eosts and labor hours on in-
house projects with those on contract work, where

feasible, and with advance estimates: also, that eriteria
be developed pr

seribing the vepair and maintenance
work ta be perfornmed by school eusiodians, €O was
informed that corrective action would be taken. i See
Appendix, Seetion 1, [tem 173,

In a report on automatic data processing GAQ com-
mented on the practice of certain departments and
agencies of the District acquiring their own computers
or contracting for data processing services although
time Tor some of this work was available on existineg
ies. Also, nore time would
ile anel some duplication of data proc-
essing could have been avoided i the facilities had

District compuger facili

have been av

been operated more efficiently. District officials agreed,
in eeneral, with these findings, and corrective actions
are being taken. or are planned, for expanded coordi-
nation of data processing and sharing of computer sys-
tens. CSee Appendix, Seetion I, Teem 193.)
Statistical information regarding the level of em-
plovment and expenditures for certain activities in the

s was fur-
nished to the chairman, District of Columbna Subeom-
mitlee, Senate Committee on Appropriations. Also, 16
papers covering reviews of various District activities
were furnished o the stafl’ director of that same sub-
committee at his request 1o assist the subcommittee in
reviewing the District’s fiscal year 1971 appropriation

District of Columbia and seven other ¢

Teguest.

In reports to the Commissioner of the District of
Columbia. GAO commented on the need to study pro-
cureiment of fixed equipment to be installed in newly
constrncted schools and on the need for the Depart-
ment of General Administration to follow its operating
procedures for the seleetion and evaluation of architeet-

Audit work in process included reviews ol selected
activities in the Department of Public Health, Sanitary
Engineering, Public Welfare, Highwavs and Traffic.
and Economic Development. as well as general re-

views related to nesatiated services contracts, non-

tax  revenue  collections,  and  motor  equipment

Il]-'IIIﬂ_!{(‘III(’I]l.
General Services Administration
A significant portion of GAQO’s audit eflort in the

General Services Administration {GSA) was devoted
to reviewing supply management, transportation and
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communications, baildings management, and prop-
Serty management activities. Three reports were sub-
mitted to the Congress as a whole and nine were sub-
mitted to its committees or Members. Also, 15 reports
were issued to the Administrator of General Services
or other agency officials.

One report 1o the Congress related to actions taken
by GSA alter management responsibility for stocks
valued at about $19.5 million and representing 52
Federal supply classes was translerred from the De-
partment of Defense (DOD) to GSA on July 1. 1967.
Tests after the transfer showed substantial discrep-
ancies in GSA’s inventory records, and subsequent
tests by DOD showed that stocks valued at about $5
million had not been included in the records and
therelore were “lost” to the supply system. As a
result, GSA purchased some identical stocks and did
not, in some cascs, fill requisitions in a tmely manner
because it did not know that the items were on
hand.

GAQ believes that these deficiencies arose because
procecures adopted as a result of a previous GAQ re-
port on the transfer of handtools and paint had not
been effectively implemented with respect to the 52
classes. GAO was informed that additional manage-
ment controls would be applied to future transfers to
insure that past difficultics were not repeated. (See
Appendix, Section I, Item 195.)

Another report concerned the presence of nones-
sential items in GSA’s stock system through which it
makes available common-use supplies and equipment
needed by Federal agencies and Government-related
organizations. GSA did not have an effective pro-
gram for eliminating nonessential items——inactive, low-
demand, and uneconomical items—from the system.
Data gathered at GAO's request showed that there
were over 15,000 items, valued at more than $15 mil-
lion, for which less than six orders were received during
fiscal year 1969. No arders were received for about
6.275 of these items. GAO also cited examples where
elimination of items which were more expensive than
other available items with similar or identical char-
acteristics could have saved up to $768.000 in fiscal
year. 1969,

In response to GAQY's proposals, GSA implemented
a program to delete inactive and low-demand items
at_ul established a program, which would receive con-
certed effort previously lacking, to eliminate uncco-
nomical items. GAQO recommended that progress un-
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der these programs be reviewed by GSA internz' audi-
tors. (See Appendix, Section 1, Item 196.)

The third report to the Congress related to furnish-
ing supplies to Government agencies overseas. The
Federal Supply Service operates depots in cach of
GSA’s 10 regions in which common-use items are
warchoused for sale to Government agencies located
in the continental United States or overseas. A test in
the largest export region showed that a high percentage
of export requisitions were not filled in the prescribed
processing time. In general, GSA management was
receptive to GAO suggestions for improving supply
ellectiveness, and actions were taken to carry out
GAO suggestions. {See Appendix, Section 1, Lem
164}

In a report to the Administrator of General Serv-
ices. GAQ sugeested that, when changes in public
building construction project specifications are ap-
proved, consideration be given to whether the related
construction standards—which are used in developing
the project plans and specifications—should also be
changed. GSA did revise its procedures to enable
the central office to give such consideration, but the
value of the revised procedures would be enhanced if
the regional offices would suggest revisions and submit
their reasons when they believe the standards should
be revised, {See Appendix, Section T, Ttem 208,)

Audit work in process included reviews of GSA's
activities under Public Law 89-306, which places on
GSA certain Government-wide  responsibilities for

management of autonr tic data processing equipment,

Mational Aeronautics and
Space Administration

GAO's work in the National Aeronautics and
Space Administration (NASAY during the fiscal year
1970 was performed at NASA headquanters and at
various NASA ficld installations. Tleven reports weve
submitted 1o the Congress --two to the Congress as a
whole and nine to commitices or Members, In addi-
tion. agency officials were issued five reports. The
reviews were concerned principalle with the ade-
quacy of management controls over space research and
development programs, L‘uml‘n('ling audd procurement.
and various administrative activities.

A review of selected procurement contracts which
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provided incentives of about $26.2 million for accel-
erating delivery schedules showed that the incentives
were not needed. NASA contracts containing incentive
provisions amounted to about $6.7 billion as of June
30, 1969.

NASA disagreed that the incentives were not needed
but subsequently issued an incentive contracting guide
jointly with the Department of Defense which states
that rewards for advancing delivery schedules are
usually not adyisable and that, generally, penalty-only
incentives arc the most appropriate means of insur-
ing delivery on schedule, The new guidelines, if prop-
erly implemented, should preclude a recurrence of the
situations  described in this report. (See Appendix,
Section I, Item 105.)

NASA’s Goddard Space Flight Center was pur-
chasing large quamtities of new magnetic data tapes
instead of rehabilitating used tapes, substantial quan-
tities of which were being stored for indefinite periods
because of inadequate procedures for making them
available for reuse. Also, Goddard was not realizing
the full savings possible from greater use of rehabili-
tated
“rehabilitation.

NASA took significant action to improve the con-

tapes because of its limited capacity for

trols over magnetie tapes and agreed to study ways
of increasing Goddard’s capacity for rehabilitation.
After GAO stated that additional action was desir-
able, NASA agreed to study ways for [ urther improve-
ment. (See Appendix. Section 1, Ttem 197.)

A report to the Administrator, NASA, stated that
NASA necded to establish objective output measure-
ment standards for determining fees 1o be awarded
to support service contractors having cost plus award
fee contracts with NASA. Although such contracts
provide for fees based on evaluations of the quality
of the contractor’s performance, GAO surveys indi-
cated that fees were paid which could not be readily
related to performance. NASA stated that its con-
tracting guide would be revised to recognize its more
recent experience in the use of award fee contracts.
(See Appendis, Section I, Ttem 89.)

Audit work in process included reviews of such
Activities as logistics operations, use of consultants,
procurement, actions taken by NASA and the Air
Force to climinate. duplicate functions, the Skylab
projeet, and the use of automatic data processing
cquipment.
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National Science Foundation

GAO audit efforts at the National Science rounda-
tion (NSI) during fiscal year 1970 were directed
principally to (1} the grant-supported program for
developing the scientific research and educational
capabilities of universities, (2) operations at the Na-
tional Radio Astronomy Observatory in Green Bank,
W. Va..—aone of five NSF-supported national rescarch
centers in astronomy and the atmospheric seiences, and
{3) the programs for promoting the developient and
improvement of national systems for the dissemination
of scientific and technical infornation.

Two reports were transmitted to the Director, NSF,
on the results of GAO audit work.

NSF was crediting certain income generated under
grant-supported activities to appropriated funds for
further use in NSIF's programs rather than depositing
such income into the U.S. Treasury as miscellancous
receipts. After GAO stated that this practice was im-
proper in the absence of specific statutory authority,
NSF said that the practice would be discontinued. (Sce
Appendix, Section I, Item 138.)

Also, certain administrative procedures at the con-
tractor-operated National Radio Astronomy Observa-
tory needed improvement. Savings were available
through increased use of General Services Administra-
tion sources of supply: adequate records of the use of
Government-owned vehicles were needed: claims for
refunds of State fuel tax should have been filed; and
timekeeping practices for the contractor’s hourly wage
employees needed to be strengthened. NSF advised
CiAO that these recommendations for corrective action
would receive prompt attention. {See Appendix, Sec-
tion I, Items 1 14 and 198.)

In accordance with suggestions GAO had previously
made, NSI° reorganized its audit office in May 1970 to
broaden the scape of internal audits and include com-
prehensive  examinations of  program management
activities and practices. This action should strengthen
the effectiveness of the audit office’s work and increase
its uselulness to management,

A report to the Congress on support by NSI and
the Navy of shore facilities and vessels for research
activities at oreanographic institutions was in process
at June 30, 1970. Also underway was a survey of the
Ocean Sediment Coring Program, a national research



program for conducting studies and analyses of core
material obtained [rom the deep sea floors.

Office of Economic Opportunity

During fiscal year 1970 GAO completed the re-
views and reports to the Congress required by section
201 of the Economic Opportunity Amendments of
1967 which authorized and directed the Comptroller
General of the United States to make an investigation
of programs and activities financed in whole or in part
by funds authorized under the Economic Opportunity
Act of 1964 to determine the efliciency of the adminis-
tration of such programs and the extent to which such
programs achieve the-objectives set forth in the act.

Seventeen reports were submitted to the Congress
covering  the effectiveness and  administration  at
selected locations of Community Action, Job Corps,
and other economic opportunity programs adminis-
tered by OEQ: In addition, 19 reports were submitted
covering the effectiveness and  administration  at
sclected locations of the Concentrated Employment
and Neighborhood Youth Corps programs adminis-
teved by the Department of Labor, the Work Experi-
ence and Training program administered by the De-
|)m"lnu.-nt of Health, Education, and Welfare, and the
Economic Opportunity Loan program for low income
rural families administered by the Farmers Home Ad-
ministration, Department of Agriculture, under au-
thority. delegated by OEQO (sce pages 56, 30, and 13).

These reports supplemented a report submitted to
the: Congress on March 18, 1969 (B-130515) sum-
marizing GAQO findings and recommendations result-
ing from the reviews made pursnant to section 201,
{See the Compuroller General's Annual Report for
fiscal year 1969, beginning at page 68.)

Twenty-two reports were submitted to committees
or Members of Congress on reviews of OEO-operated
programs made at their request and one report was
issued to QEO.

Audit work in process included reviews of activities
of specific community action agencies made pursuant
to requests of committees or Members of Congress,
manpower training programs carried out by Opportu-
nity Industrialization centers, Comprehensive Health
Services programs, contracts {or support services and

CIVIL OPERATIONS

evaluations, cconomic development and demonstration
programs, and OEO-funded credit unions,

Small Business Administration

GAO submitted one report to the Congress and two
reports 1o Members of the Congress on Small Business
Administration {SBA} activities. \lso, three reports
were issued to agency officials.

In the report to the Congress, GAO expressed the
opinion that analyses made by SBA loan specialists of
borrowers’ business operations and financial conditions
were not sufficiently comprehensive to adequately de-
termine whether repayment of loans was reasonably
assured from borrowers’ carnings. The Administrator,
SBA, stated, in response to GAO's suggestions, that
actions had been taken to improve supervision over
loan processing. These actions, if properly imple-
mented, will result in improvements, but more specific
criteria should be provided to the loan specialists [or
determining when additional inancial data should be
obtained. (See Appendix, Section I, Ttem 39.)

Reports issued to agency officials dealt with efforts
of SBA to increase participation by private lending in-
stitutions in its business loan programm and with the
valuation of collateral offered to sccure SBA loans.

Audit work in process included a review of the small

business investment company progran.

Veterans Administration

At the Veterans Administration (VAY, GAQO re-
viewed selected phases of the medical, compensation
and pension, loan guaranty, insurance, facilities con-
struction, education, and supply management pro-
urams and submitted 14 reports to the Congress, in-
cluding six reports to the Congress as a whole and
cight to its committees or Members. Twenty-nine re-
ports were also issued to agency officials.

In addition to the above-mentioned reports GAO
submitted comments to congressional committees on
legislative proposals concerning commercial insurance
companies’ absorbing, to a certain extent, the cost of
hospital care for non-service-connerted disabilities and
on the centralized administration of a program of train-

ing for interns or residents.
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In one report, GAO stated that VA’s medical care
cost accounting system, which accounted for appropri-
ations of about $L.44 billion in fiscal year 1968, could
he revised to provide more useful cost data on the

various medical activities conducted by VA hospitals
and other medical facilities. At the time of the review,
VA was planning to make certain revisions. In imple-
menting these changes, VA gave careful consideration
to GAO suggestions and made a number of significant
changes to improve its system. (See Appendix, Scction
T, Item 140.)

GAQO reported that consolidation of VA's two insur-
ance field offices into one would save the Goverminent
about $872,500 annually during the initial years and
as much as $1,118,700 annually beginning in January
1974. Nonrecurring costs of the consolidation would be
about $2.5 million: however, within 3 years accumu-
lated savings would exceed these costs. A consolida-
tion at Philadelphia, rather than at St. Paul, could be
achieved at a lower cost without a reduction in service,
would aflect fewer employees. and would result in less
temporary disruption of operations.

VA informed GAO that it would be advised of the
Administrator’s position on the reconmnendation that
St. Paul insurance operations be consolidated with the
existing operations at Philadelphia as soon as the deci-
sion process was completed. (See Appendix, Section 1,
Item 174.)

In another report, GAO stated that VA had not es-
tablished  a clear policy for placing veterans in com-
munity nursing homes or specific eriteria for determin-
ing veterans' financial eligibility. Duplicate inspections
ol nursing homes were made under the VA program
and the Medicare program. Monthly |progress reports
ol npursing homes did not usually serve a useful pur-
pose. Neither the full cost of operating VA nursing
home care units nor a comparison of this cost with
the cost of providing care in VA hospitals was dis-
closed in the operating reports. In response to GAO
recommendations, VA agreed to take various actions
to_achieve the improvements needed. (See Appendix,
Section 1. [tem 163.)

Another report concerned VA's internal audit ac-
tivities. One VA audit group was responsible for audit-
ing all fiscal activities. A sécond group expended its re-
sources primarily on audits thar covered all activities,
including fiscal activities, of a ficld station although its

" resources could have heen used to better advantage
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in making simultancous analyses of specific functions
or programs at several stations. Also, both audit groups
reported to officials who were directly responsible for
certain operations that the auditors reviewed.

VA informed GAO that, in consonance with GAO
recommendations, it would conduct more of the broad
program-type audits, the two groups had been consoli-
dated, and they would repost directly to the Deputy
Administrator. (See Appendix, Section I, Ttem 152.)

GAO bhelieves that the interest rate charged by VA
on loans made to veterans holding permanent plan
policies under the five Government life insurance pro-
arams should approximate the interest rate earned on
new investients of the insurance funds. I, in calendar
vear 1968, VA had charged 5 percent, 6 percent, or 7
percent, insteacl of the rate of 4 pereent which has been
in efTect since 1946, the earnings distributable to policy-
holders would have increased somewhere hetween
$500,000 and $4 million, depending on the rate
charced and the number of new loans made.

In view of the reluctance of VA to adjust the in-
terest rate. the Congress may wish o consider estab-
lishing specific criteria for adjusting the rate and
removing the statutory limitation of 5 percent now
existing on one program, the US. Government Life
Insurance program. (See Appendix, Section I, Ttem
63

Another report expressed GAQ's opinion on the fi-
nancial statements of the Veterans Canteen Service for
fiscal vear 1969.

Audit work in process included reviews of the ad-
ministration of V'A's educational assistance programs,
the supply system, hospital planning and construction.
automatic data processing. and hospital afliliation
agreements, ’

Other Civil Departments
and Agencies

GAO's audit work i certain civil agencies of the
Federal Government consisted primarily of the exam-
ination of their financial statements. Reports on these
examinations are identified below,

Audit of certain banks of the Farin Credit System
supervised by the Farm Credit Admimistration, fiscal
vear 1969, B-114806. FFeb. 9, 1970.

Audit of the Federal Deposit Insurance Corpora-



tirn for year ended June 30, 1969, B-114831,
ar. 10, 1970

Lxamination of- fnancial statements of Federal
home loan banks supervised by the Federal Home
Loan Bank Board, for year ended Dee. 31, 1968,
B-114827, Aug. 17, 1969.

Examination of financial statements of the Ted-
eral Home Loan Bank Board for year ended Dec. 31,
1968, B—114827. Sept. 5, 1969,

Audit of Federal Savings and Loan Insurance

" Corporation supervised by the Federal Home Loan
Bank Board, for year ended Dec. 31, 1968, B--1 [4893,
Oct. 14, 1969.

Examination of fnancial statements of the

Pariama Canal Company and the Canal Zone Gov-

ernment. fiseal vears 1968 and 1969, B-114839,

Mar, 135, 1970,

Examination
Tennessee Valley Authority for fiscal year 1969,
B-114850, Apr. 15, 1970.

of financial statements of the

All remaining Government capital in the Federal
intermediate credit banks and the banks for coopera-
tives was retired in December 1968 and all remaining

sovernment capital in production credit associations

was retired in January 1969, Inasmuch as all Govern-
ment capital had previously been withdrawn from the
Federal land banks, the General Accounting Office is
no longer authorized to audit any of the organizations
supervised by the Farm Credit Administration.

GAQ was
ties for auditing the Federal Deposit Insurance Cor-

nable to fully discharge its responsibili-

poration because the Corporation would not permit un-
restricted aceess to examination reports, files, and other
records relative to the banks it insures. Without such
access, GAQ was unable to express an overall opinion
on the Corporation’s linancial statements. The im-
portance of resolvin
indicated by the Ci
insured deposits of $2,109 million in 212 problem banks
at June 30, 1969, A bill, H.R. 40, which, il enacted,
would resolve the access-to-records problem, was in-

i the access-to-records question is

rporation’s estimate that there were

troduced in the 91st Congress.

Muiti-Civil-Agency Reviews

Twn reports o the Congress as a whole, seven re-
“ports to committees or Members of the Congress, and
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one report to an agency official on reviews involving
activities of two or more sivil departments or agencics
of the Federal Government were issued during the
vear.

One report to the Congress related o a review of
the cost reduction and management improvement pro-
gram in five departments and avencies. In March 1965,
the President directed the head of each department
and ageney in the executive branch to put into effect
a formal, oreanized program to reduce the cost of
Government. GAQ reviewed the operation of this pro-
grain in the selected deparunents and ageneies in view
of the significance and long range nature of the pro-
aram, inquiring into the manner in which it was being
carricd out and identifving opportunities for im-
provement. GAQO cone’uded that such a program could
be a useful tool of management in developing cost
conscinusness in employees of the Federal Govermiment
and in motivating the development of cost-saving ideas
and techniques,

In some departments and agencies the program has
been aggressively implemented but in others hittle
effort has been made to use the program foreefully for
the purposes intended. Although many worthwhile
savings were reported, improvement was needed in all
aspects examined. The report to the Congress suim-
marized GAO findings and recommendations which
had previously been included in separate reports to
the department and agency heads. {See Appendix,
Section I, Ttemn 229,

Another multiagency review concerned certain bene-
fits granted Lo watch companies operating in the Vir-
win Islands. Four of the 15 watch companies operating
in the Virgin Islands as of June 30, 1968, not only
henefited from the importation of their products into
the United States duty free. but also benefited from
H0-vear grants of tax exemption and subsidy by the
Government ol the Virgin Islands.

The need for continuing the tax exemption and
subsidy benefits for the four companies was questiongd
hecause of the substantiai profits being carmed. The
Department of Commerce agreed with GAO's view
and the Governor of the Virgin Islands stated that
the tux exemption and subsidy grants for the four
campanies should not be extended or renewed. (See
Appendix, Section 1, Tiem 2300

Another report related to the use of Government
vehicles, which are prohibited for use for other than
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official purposes. Inasmuch as the term “official pur-
poses” was not defined and was being interpreted dif-
ferently by various Government agencies, GAQ recom-
mended that the Burcau of the Budget formulate ap-
propriate guidc‘i;1e§, which the Burcau then agreed
ta.do: (See Appendix, Section I, Trem 205.)

Legislative and Judicial
Branches

Legislative Branch

Audit work in the legislative branch included exami-
nations at the site ol operations of the following
activities:

The Senate:

* Senate recording studio revoiving fund
Senate ¢ mployees barber shop
Senate office beauty shop

The House of Representatives:
The Sergeant at Arms
-House finance office
House recording studio revolving fund
House stationery revolving fund
House beauty shop

Architect of the Capitol:
17.5: Senate Restaurants
House of Representatives Restaurants
Capitol Power Plant

Capitol Guide Force
Government Printing Office

The salaries, mileage, and expense allowances of
Senators, salaries of officers and employees of the
Senate, clerk hire of Senators, and other expenses of
the Senate are examined on the basis of docuiments
submitted to GAO.

E‘tghlc(‘n.repuﬂs on audits of activities in the legisia-
tive bra nch were issued during the vear. Four of these

“reports related to activities of the Senate, seven to
activities of the House, two to activities of the Architect
ol the Capitol. two 1o activities of the Clapitol Guide
Force, and three w activities.of the Government Print-
e Office,

0

Two reports to the Congress expressed GAO's
opinion on the financial statements of the Government
Printing Office for fiscal years 1968 and 1969,
respectively.

Judicial Branch

During fiscal year 1970, reviews were completz 4 of
financial and other activities of the U.S. District Courts
in the Central District of California, the Northern
Distriet of Illinois, and the Middle District of Florida
and the results of each review, including suggestions
for operational improvemernds, were reported to the
respective chief district judges. Audit work in process
included reviews of selected activities of the Adminis-
trative Office of the U.S. Courts and terminal leave
payments made to former judicial branch employees.

Organizations Outside the
Federal Government

Pursuant to the act of May 7, 1928 (22 U.S.C.
278a1, GAO examined the fnancial statements for
fiscal year 1969 of the Goreas Memorial Institute of
Tropical and Preventive Medicine, Incorporated—a
private domestic nonstock corporation which receives
a substantial part of its income from the U.S. Govern-
ment. The examination was made at the Institute's
headguarters in Washington. D.C., and at the labora-
tory site in the Republic of Panama. GAO expressed
its opinion on the Institute’s financial statements in a
report addressed to the Board of Directors of the
Institute and included in the Institute’s annual report
to the Congress.

GAO also expressed its opinion on the financial
statements of Government Services, Inc., its Employce
Retirement and Benefit Trus® Fund, and its Supple-
mental Pension Plan for the year ended December 31,
1969, in a report addressed to the Board of Trustees,
Government Services, Ine. Copies of this report were
sent to the President of the Senate and to the Speaker
of the House of Representatives. The examination was
made at the request of the corporation’s Board of
Trustees.

Examinations were made of the financial statements
of the Disavled American Veterans National Head-
guarters for the vear ended December 31, 1968, and



" of the Life Membership Fund and Service Foundation
for the” year ended June 30, 1969, pursuant to the
requirements of Public Law 90-208, approved Decem-

CIVIL OPERATIONS

ber 18, 1967 (36 U.S.C. 90i). A report, expressing
GAQ's opinion on these financial statements, was sub-
mitted to the Congress during the fiscal vear.
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CHAPTER FIVE

AUDIT OF DEFENSE
'OPERATIONS AND PROGRAMS

Nature of Audit Work Performed

GAO's audiv eflort in the Department of Defense

continued to be directed toward aiding in the improve-

ment ol management and operating controls and finan-
cial administration of the complex operations ol the
Department. Regular audits and reviews completed
during the vear or in progress at the close of the yeu
related o programs and operations in such functional
acquisition: of major weapan sysiers,

areas as (1%
{2y procurement {including negotiation of contract
prices :m(i administration of contract tenns :md con-
dittons?

| EART L ("[E]] .ll'“] lil\l lf?i“ll(‘]]!
facilitie:
atihzatiom Cineludineg  admi

Cosupply

s and  coenstruction, (6

e,

manpower istration  of

military. and  civilian pay and  allowances, and
(7 accounung svstems and  accounting operations.

In addition to these reviews, GAQ made a number
ol special audits,
request- ol various committees of the Congress and
individual Members of the Congress. On this special
work 126 reports were issued to the committees and

investigations, and swrvevs at the

Members of the Congress--an inerease of 68 over the
nuniber of reports issued in the preceding fiscal year,
These reports related principally to (11 administration
and current status of Ssveapon system acquisition: pro-
SIS, such as the SAFEGUARD utiballistic missile

DEFENSE OPERATIONS

and the SENTINEL,
tank {MBT-70 : the drone antisubinarine helicopter:
the AN SQS-26 sonar systen: and the Army's special
purpose individual weapon,; (20 administration and
curient status of other programs such as the Civilian
Health and Medical Provram of the Uniformed Serv-
ives, the chemnical and biological warfare program, the

its predecessor: the main battle

acquisition of computers for various autoruatic data
processing  systems. and the project REFERRAL
lassistance  to  retived military seeking
civilian earcers , 13 questions concerning the exist-

personnel

ence of waste, extravagance. or other improper prac-
tees by the military departments, {4) procurement
prictices in acquiring specific goods or services and

administration of specilic contracts, and {37 inqui

concerning proposed transfer. consolidation. or pha

out of functions performed  at various  military

installations.

Approach To Audit

General

Hecause AL it in

relation to the magnitude and complexity of the opera-

NEANPOAET FrsOUrees are

tions ol the Department of Defense, it is essential that
andit eifort b dhivected o seleced arens \\.'II['I'(_' !'n(lin_{;s
and recommendations can be ool most assistanee in
Beineing about needed nprovements inomanaceinent
and control and be wost vesponsive o coner
tnterest in the operations. In keeping with this von-
cept GAD) hias redirected s andit eifort in the azeas

ssional

of  aeguisition o najor  weapon o systems o and

prrocuremnent,

Acquisition of Major Weapon Systems

The complexite of moderm weapon systems has
brought about a geometric inerease in their costs and
in the potential visks that the systems as produced may
= objectives for which they
woere e mng
concern that, for many of the new weapon svstems,

fail te meet the performa

ned. The Congress has expressed inere:

actual costs are exceeding by significant amounts the
initial estimates of costs to develop and produce them:
tine schedules Tor developnient and production are
continually extended: deliveries are delayed and de-
ploviment of the svstems is deferred for many months

even aftey repeated extensions of e sehedudes: and
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- the actual perforimance characteristics of the systems
frequently fall substantially short of those expected
from the original design.

In recognition of this congressional concern, the
General Accounting Office has established a stafl with-
in its Defense Division—the Major Acquisitions
Ciroup--—to maintain continuing reviews, on a cuarrent
basis, of major weapon systems which are in various
stages of the acquisition cyele—from the formulation
of the concept of the system, through the phases of con-
tract definition, development, and production, to its
operational deployment. TFor this purpose, weapon
systems are considered “major” if costs are expected to
reach $25 million for research, development, test, and
evaluation, or $100 million for production. The Major
Acquisitions Group has as its primary objective the de-
termination of the basic causes of cost growth, schedule
slippage, and deterioration of the originally expected
performance characterisiies, in order to make recom-
mendations for improving the weapon acquisition
process,

GAO helieves that its reports to Uie Congress on
these continiing reviews will provide the means of
keeping the Conaress amd appropriate coneressional

and

committees currently informed on the progr
status of the major prowrams in the weapon acquisition
process and assist them in formeulating decisions affect-
ing authorization and appropriation of funds for the
programs,

Procurement

For many years the major part of GAO's audit ef-
fort in the avea of procurement had been applied to
the pricing of nevotiated contracts. Interest in this
area continues. However, with the increased respon-
sibility and effectiveness of the Defense Contract Andit
Agency (DCAAY in the postaward reviews of contract
prices. GAQ is able o give greater attention to other
important aspects of procureincnt

GAO's work in the audit of contracts and the work
of the DCAA are complementary rather than duplica-
tive. As the DOCAA has inereased its ellectiveness,
GAO's emphasis on audit of individual eontracts has
been shilted to broader areas of procurement and con-
tract admmistration. GAQ s now giving greater at-
wntion 1o such other important aspects of procurement
as (10 processine of contacton” claims, (21 price es-
calation provisions included in negotiated contracts,
(3¢ Turnishing of materials to contractors and con-

trols over such materials, b contract lenminations,
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and (5 evaluations of contractors’ engineering change
order proposals.

Audit Reports Issued

GAQO submitted 180 congressional reports on its
audits and investigations: 3 to the Congress and 126
to committces or Members of the Congress on special
investigations made at their request. (Five of the re-
ports to the Conaress involved operations of other de-
partments and agencies of the Government as.well as
operations of the Department of Defense.) In addi-
tion, 13 reports were submitted to officials of the De-
partiment of Defense; of these. 47 were directed to
the seeretarial Jevel and dealt principally with supply
management, pay and allowanees, and support service
matters which were not deemed to be of sufficient sig-
nificance w report o the Congress: 296 were directed
to Tower level officials and dealt principally with mat-
wers aelating o settlenent of disbursing oflicers’ ac-
counts and watters relating 1o local policies, proce-

dures, and practices disclosed in site examinations of

civilian pavrolls and related records.

The discussion of GAO's general work in the De-
practment of Defesse on matters relating to transpor-
tation is included in Chapter Seven, Transportation,
heginning on page 99 The reports issued on such work
are not included in the number of reports issued as
cited above, A list of the reports issued, including those
dealing with transportation matters, is presented in the
Appendix. Section 1L of this report.

Significant Findings and
Recommendations

GAQ reviews of the management of the operations
of the Department of Defense and the military depart-
snents frequently result in findings which indicate need
for improvement in manazement controls, Reports on
such lindings include recommendations for improve-
ment.

The replies of the Department of Defense officials to
reports in which administrative actions on the part of
Defense officials are recommended have been generally

responsive. indicating, in a large percentage of the
wreement with the findings and an intention to

CISCS,
institute corrective measares, Nunierous replies advise
that new directives and instructions have cither been

issued or are intended o be issued, To insure that the



revised directives and newly announced policies are
being carried out, GAO emphasizes the need for in-
dependent reviews at higher echelons within the De-
partment-and by internal audit organizations.

The principal areas where GAO findings indicated a
need for improvement in management controls are
discussed in the [ollowing sections of this chapter.

Status of Acquisition of
Major Weapon Systems

In February 1970 GAO submitted to the Congress its
‘imitial report on the status of the acquisition of selected
major weapon systems. According o the records of
the Department of Defense, there were 131 major
programs in various phases of acquisition as ¢ T June 30,
1969, These programs were estimated o cost about
$141 billion. GAQO reviewed the status of 57 selected
major weapon systems included in these programs.

On the basis of the review, GAQ concluded that:

There was considerable cost growth on many cur-
rent development programs and the eost growth was
continuing.

There were significant variances, existing or antic-
ipated, between the performance originally expected
and that currently estimated for a large number of
the systems.

There were slippages, existing or anticipated. in
the originally established program schedules of from
6 months to more than 3 years on many of the
SVELeIS,

No recormmendations were made in the report. How-
ever, during the course of the review GAO made many
suggestions for the improvement of acquisition man-
ment and the Departinent took action on the sug-
gestions, { See Appen

. Section 1. Trem 1150

At June 30, 1970, GAO was examining the manage-
ment controls applied in cach of the phases of the
weapon acquisition cvele.

' ‘Management of Procurement Programs,
Special Studies

Twa reports were issued to the Congress on special
studies of procurement matters requestesd hy congres-
sional committees: a study of the feasibility of applying
“should cost™ analyses in GAQ audits and reviews of
Government pracurement, requested by the Sub-
committee on’ Economy in Governuent, Joint Feo-
nomic Committee: and a study of two proposed meth-
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ods for enhancing competition in weapon svsteims
procurement, requested by the Subcommittee on Anii-
trust and Monopoly, Senate Committee on  the
Judiciary.

In requesting the first study, the subconmmittee de-
fined the “should cost™ approach as an attempt to
determine the amount that a weapon system or prod-
uct ought to cost given attainable efficiency and econ-
omy of operation. The study revealed that it is feasible
for GAQ, in auditing and reviewing contractor per-
formance, to utilize “should cost” analyses. The great-
est opportunity for the Government to benefit from
the applicatien of “should cost™ appeared to be through
its use. on a selective basis, in preaward evaluations of
contractors’ pl'irt- |1rn]ms.‘li.~;. ' Spe .-\|rp-:ndix_. Section
I, Item 90

The sccond study involved two proposed methods
for enhancing competition in weapon systems pro-
curernent, “parallel undocumented development”™ and

“directed weehnical licensing.” The first inethod implics

sustaining two or more contractors well into the period

of en

wering development—which normally is not
done—and provides for competitive award and pricing
of production on the basis of demonstrated prototypes
instead of relying heavily on paper studies. plans, and
praposals. Under this method, documentation ordi-
required by the would  be
deferved—-except for the data essential to the develop-

narily Crovernment
ment process itself-—until one of the production con-
tractors is chosen, The second method proposes a
clanse in the early development contract allowing the
Government to reopen competition for subsequent or
follow-on production. select the winner, and appoint
him as a licensee. In return for royalty and technical
assistance !‘r.'vs._ the heensor would then |J|'L!\'id(‘ the
winner  with  pemufacturing  data and  technieal
assistance.

GAQ expressed the opinion that the first method--
paralle! undocumented development-—~had merit and
cited the circumstances under which it could be used
advantageously. Although the main objectives of the
second method—directed technical licensing—were
attractive, it posed problems which seemed to evade
a workable solution. {See Appendix. Section 1, Ttem
a3.%

In addition to studies requested by congressional
committeas, the following stucies were divected by
lewishation,

A 1968 amendiment to the Defense Production Act
of 1956 - Pablic Law 900370 - directed GAD 1o study
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Access to records:
Denial of, 13, 69

Legislation enacted during F.Y. 1970 affecting, 129, 130,

131
Pending legislation concerning, 14
Accounting principles and standards:
Prescribed by the Comptroller General, 36, 37, 38

Review and approval of statements of, 3, 3, 35, 37, 38

Accounting systems:
Development of, 3, 37, 38
GAQ's annual report to the Congress on, 35

Submissiun, review, and approval of designs, and opera-

tion of, 3, 5, 35, 36, 37, 38, 42
Air Force, Department of the, 3, 38
Army, Department of the, 3, 38
Civil Service Commission, 6

Consumer Protection and Environmental Health Serv-

ice, 43
Defense, Department of the, 3, 33, 38
Food and Drug Administration, 43
General Services Administration, 43
Health, Education, and Welfare, Department of, 50
Mint, Bureau of the, 43
National Bureau of Standards, 49
Navy, Department of the, 3, 38
Peace Corps, Y6
Treasury, Department of the, 60
U.5. Coast Guard, 59
Veterans Administration, 43, 68

Accouts of accountable officers, audit and settlement of,

+3

Acerual aceounting in the Federal Government, 35, 36, 37

Actuarial stafl of GAO, 8
Agencies,.assistance 10, 35, 102, 107
Agency for International Development, 12, 90, 91, 93
Agriculiural Research Service, 10
Agricultural Swabilizuion and Conservation Service, 46
Agriculture, Depariment of ¢
Agricultural Research Service, 10
Agricultural Stabilizati
Audit reports issued, 45
Commadity Credit Corporation, 46
Consumer and Marketing Service, 1, 10, 45
Decisions involving, 110
Eeonomic Opportunity progrims, 43, 67
Farmers Home Administration, 28, 43, 47, 67
Federal Crop. Insurance Corporation, 46
Foreign programs of, #7, 90, 92
GAO work-in the Department, 45
Legislative: reconmnendations, 21, 28, 16
Soil Canservation Service, 47
Transportation charges, JEMTP study of, 103

on and Conservation Service, 46

INDEX

Air Force, Department of the:

Accounting systems design, 3, 38

ADP activities, 12

Audit reports issued. (See Defense, Department of. )
Combat readiness, 10, B3

Contractor profit study, 131

Decisions involving, 113, 114, 115

International activities, 12, 95

Military aireraflt, maimenance and medifications of, 80
Military pay and allowances, 82

Research and development, 79

Supply management, 79

T'ransportation matters, administration of, 84

American Institute for Free Labor Developiment, 12, 94
Annual Report, GAO, change in lormat of, 3

Architect of the Capitol, 70

Army Corps of Engineers (civil functions), 23, 28, 29, 47,

34, 114

Army, Department of the:

Accounting systems design, 3, 38

Audit reports issued. (See Defense, Department of.)
Awwomatic data processing, 12

Combat readiness, 10, 83

Contractor profit study, 131

Diecisions involving, 111, 113, 115

Facilities and coustruction, 80

International activities, 93

Legislative recammendations, 26

Manpower utilization, 82

Military airvcraft, maintenance and modifications of, 81
Military pay and allowances, 82

Procurement, 15

Assistance to the agencies, 13, 102, 107

Assistance to the Congress. (See Congress, assistance to the.)
Assistant Comptroller General, new, 2, 109

Atomic Fnergy Commission:

Argonme National Laboratory, 2, 61, 62
Audit reports issued, 13, 61
Contractor profit study, 1131
GAO work in the agency, 61
raseous diffusion plants, 17, 20, 61
Janus reactor complex, ¥, 61, 62
Research and development, 26, 79
Transportation ficld, assist. nee in the, 103
Uranium envichment enterprise, 2, 17, 20, 61, 62

Audit reports:

List of, 5

Numnher issued, 1, 134
Civil, 43
Defense, 74, 74
International, 87
Legistative, 70
Multi-civil-agency, 69




IND:zX

Audit reporis-—Continued
Number issucd—Continued
Organizations vutside the Federal Government, 70
‘Transporiation management reviews, 101
Vietnam, relating to programs and activities being con-
ducted in, 88
T'o Congress, 1,9, 134
Audit work:
Civil operations and programs, 45
Contracts, 74
Defense operations and programs, 73
International operations and programs, 87
Legislation enacted during F.Y. 1970 affecting, 129
Legislative and judicial branches, 21, 70
Maulti-civil-agency reviews, 69
Organizations outside the Federal Government, 70
Other civil departuments and agencies, 68
Transportation manageinent reviews, 101
Automaltic data processing equipment:
Acquisition and use, 41
Agency for Internatiosal Development, 91
Air Force, Departimie - of the, 12
Army, Department . the, 12
Defensé¢, Departme: - of, 12
District of Columl:.  Government, 63
General Seryices & inistration, 64
House of Represent. tives, 13
Internal Revenue Service, 61
Afint, Bureau of the, 60
National Aeronautics and Space Administration, 66
Navy Aviation Supply Office, 78
State, Department of, 91
Training programs pertaining to, 42, 123, 124

balance-of-payments position, U.S., 10, 91
Bid protests, 111
Bonneville Power Administration, 23
Budeer, Bureau of the:
Financial management in the Federal Government, 3, 37,
49, 103
Recommendations to, 70
Reports to, 4, 113
Transportation charges, JEMIP study of, 39, 103
Uniform cost accounting standards, 3, 11, 18, 20, 77
Budget Concepts, President’s Commission on, 36
Bureans. {See other part of name., )

C

Capitel Guide Force, 70
Career development, 4, 122
Civilian pay and allowances, 81, 110
Civil Service Commission, U.S.:
Accounting systems design, 62
ADP .l.ra:in_ing programs, 43, 123, 124
Audit reports issued, 62
Decisions involving, 110
Financial management in the Federal Government, 3, 19
GAO work in the agency, 62
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Civil Service Commission, U.S.—Continued
Personnel management evaluation system, 123
Retirement Fund, 31, 132
Revolving Fund, 130

Claime«:

Against the United States, 4, 103
DBy the United States, 4, 106
Legislation enacted during F.Y, 1970 affecting, 134
Settlements:
General, 4, 106
Transportation, 4, .3, 135
Waiver of, 13, 106, 107, 133

Coast Guard, U.S,, 58, 59, 113, 131

Combat readiness of military units and related supply sup-
port, 83

Commerce, Department of:

Accounting system, 49

Audit reports, 49

Economic Development Administration, 29

Environmental Science Services Administration, 49

Financial management improvement program, participi-
tion in, 39

GAQO work in the Deparunent, 49

Hearings on contracts of, 19

International activities, 87

Legislative reconunendation, 29

Maritime Administration, 49

Multi-civil-ageney review, 69

National Bureau of Standards, 19

Transportation charges, JFMIP study of, 103

Conmission on Goverament Procurement, 18, 131

Commuodity Credit Corporation, 42

Communications, administration of, 83

Community Action Program, 67

Comptroller of the Curreney, Office of the, 61

Concentrated Employment program, 56, 67

Congress, assistanee w the, 1,2, 7
Actuarial staff of GAO, 8
Assienments of stall to committees, 1, 2,15
Audits of Flouse and Senate activities, 21, 70
G AQ hiaison with Congress, 9
Hearings, testimony of GAO representatives, 2, 17
Legal and legislative matters, 16
Legislation, pending:

Reports on, 2, 13

Testimony on, 18
Leaislation, recommendations for, 21
Reports to, 1,2, 7,9, 11, 13, 14,15, 115, 134
Systems analysis, use of in GAO, 8

Comsumer and Marketing Service, 1, 10, 45

Consumer Protection and Envirommental Health Serviee, 43

Clontrace audits, 74

Contractor profit study, 131

Corps of Engineers. {See Army Corps of £ngineers,)

Cost accounting standards, unilorm, 3, 11, 18,20, 77

Cost reduction and management improvement program, 10, 69

Customs, Bureau of, 43, 60

D

Debt eollections, 4, 100, 102, 106, 107, 135
Decisions, 4, 109, 111, 115, 116



Delense Communications Agency, B4
Defense Contract Audit Ageney, 74
Defense, Department of. (See afso Air Foree, Avmy, and
Navy.)
Acecounting systems designs, 3, 35, 38
Accrual accounting, 37
ADP activities, 12
Auditreports issued, 73; 74, 13+

Combat readiness of military uniiz and related supply

support, 83
Communications, administration of, 83
Contract audits, 74
Contractor profit study, 131
Cost reduction program, 11}
Decisions involving, 112
Facilities and construction, 80
GAO work in the Department, 73
Hearings on, 20
Internal auditing, 43
International activities, 12, 13, 87, 91, 95
Manpower utilization, B2
Military aiveraft, maintenance and modifications of, 80
Military assistance programs, 95
Other programs, administration of, 84
Pay and allowances:
Civilian, 81
Military, 13, 81, 113
Procurement, 2, 15, 74, 75, 77
Research and development, 14, 26, 78
Supply management, 79, 83
Training courses, 124
Transportation matters, administration of, 84, 101
Transportation suits invelving, 4, 102
Unilurm cost accounting standards, 3, 11, 18, 20, 77
Weapons systeins, 2, 8,10, 20, 26, 73, 73, 79, 95
Department. (See other part of name. )
Directory of the U8, General Accounting Office, 143
Disabled American Veterans National Headqguarters, 70
District of Columbia Government, 12, 18, 19, 19, 63

E

Economic Development Adimnistration, 29
Economic Opportunity, Office of, 56, 67

Economic Opportunity programs, 28,15, 50, 67, 130
Education assistance programs, 130

Edueation, Office of, 50, 51

Educator-consultants, 119

Electronic data processing. {See Automatic data processing. )
Employees. (See Personnel.)

Engraving and Printing, Bureau of, 60
Environmental Science Services Adrainistration, 19
European Branch, 87, 143

Executive Office of the President, 84

Expenses and stafling, GAO, 4, 132
Export-Tmport Bank of the United States, 87, 97

F
Facilities and construction, military, 80
Far East Branch, 87, 143
Farm Credit Administration, 68, 69

INDEX

Farmers Home Administration, 28, 45, 47, 67
Federal Aviation Administration, 58, 59, 110
Federal Columbia River Power System, 23
Federal Credit Union Administration, 129
Federal Crop Insurance Corporation, 46
Federal Deposit Insurance Corporation, 31, 68, 69
Federal Highway Administration, 23, 58, 59
Federal Home Loan Bank Board, 69
FPederal home loan banks, 69
Federal Housing Administration, 47, 53
Federal National Mortgage Association, 33, 61
Federal Power Program, 22
Federal Prison Industries, Ine., 56
Federal Railroad Administration, 39
Federal Savings and Loan Lnsurance Corporation, 69
Federal Supply Service, 64
Federal Water Quality Administration, 1, 24, 25, 53
Field offices, GAO, 141, 142
Financial management in the Federal Government:
Congressional interest in, 33
GAQ assistance to agencies for improvement in, 3, 36, 42
Joint Financial Masagement Improvement Program, 3, 36,
49, 41, 103
Reports on:
Consumer Protection and Environmental Health Service,
43
Food and Drug Administration, 43
General Services Administration, 43
Aint, Bureau of the, 43
Trust Territury of the Pacific Islands, 35
LS. Coast Guard, 59
L5, Information Agency, 96
Veterans Administration, 43
Reviews of, 43
Financial savings attributable to the wink of GAQ, 5
Financial statements, confidential (Senate Rule 44), 9
Financial statements of GAO, 136, 137, 138, 139
Findings and recommendations. compilation of GAO, 5
Food and Agriculture Organization of the United Nations, 2,
g2
Food and Drug Adminisuation, 43, 50
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the feasibility of applying uniform cost accounting
standards to negotiated defense contracts of $100.000
or more. The report of the study, issued to the Congress
in January 1970, concluded that it is feasible to estab-
lish and apply such standards. This report is discussed
in greater detail in Chapter Two, Assistance to the
Congress, beginning on page 7.

A provision of the Armed Forces Appropriation Au-
thorization, 1970—Public Law 91-12 [-—directed GAO
to study and review on a selective, representative basis,
the profits made by contractors and subcontractors on
contracts, on which there is no formally advertised com-
petitive bidding, entered into by the military depart-
ments and certain other Government agencies. This
study was in progress at June 30, 1970.

Management of Procurement Programs,
Negotiation of Contract Prices

Six reports were issued to the Congress on reviews
of negotiation of -ontract prices. Digests of these re-
ports are presentea n the Appendix, Section I, as
further identified in the following summaries.

Prices were negotiated on the basis of catalog
prices of commercial items sold in substantial quan-
tities to the general public—and thus exempt from
the provisions of Public Law 87-653—without ade-
quate assurance that sales had in fact been made in
substantial quantities to the general publie at the
catalog prices. (See Item 96.)

Advertised contracts were awarded for ship over-
hauls despite limited competition; substantial addi-
tional work added to the contracts after the ships be-
came immobilized in the shipyards placed the
Government in a disadvantageous position in negoti-
ating prices for the additional work. {See Item 94.)

Fixed-price-type contracts, rather than more flexi-
ble types of contracts, were used in procurement of
hundreds of millions of dollars’ worth of bomb bodies
under circumstances wheye time limitations and the
absence of realistic cost data precluded adequate
documentation of the contractors’ price proposals,
adequate audit of the proposals, and the negotiation
of reasonable tixed prices. (See Item 95.)

Prices negotiated for production of ammunition
fuzes under several contracts could have been re-
duced significantly il the contracting officer had re-
quired the contractor to submit detailed cost or
pricing data in support of material and labor esti-
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mates and if agency officials had made adequate
evaluation of the data. {See Item 97.)

Rental rates negotiated for barges used in Viet-
nam included costs for towing the barges from the
Philippines to Vietnam and returning them when
no longer needed; a number of the barges were al-
ready in service in Vietnam and th=%r towing costs
see Item 98.)
rozk-crushing
plants was accepted by a contracting officer without

had been paid under prior contra -
A contract price of $3.5 miitw

first reporting to higher authority, as required by De-
fense regulations, that he considered the price un-
reasonably high and that the contractor refused to
negotiate. (Sec Item 100.)

The Department of Defense gencrally agreed with
these findings and took corrective action.

Management of Procurement Programs,
Other Aspects

Three reports to the Congress covered other aspects
of procurement: control over Government-owned ma-
terials in plants of overseas contractors, use of value
engineering clauses in contracts, and automated proc-
essing of small purchase transactions.

Inadequate administration, by contractors and the
military services, of Government-owned materials in
plants of overseas contractors resulted in unnecessary
investment ‘n inventories, in increased transportation
costs, and in possibly unnecessary procurement or short-
age of materials. As a vesult of GAO tests and subse-
quent reviews by the contractors, about $3.8 million
worth of such material was made available for redis-
tribution and contractors’ open orders for about §1.4
millic * worth of material were canceled. (See Appen-
dix, Section I, Ttem 91.)

Vaiue engineering is defined as a systematic and
creative effort to simplify the design and manufacture
of products in order to obtain the lowest overall cost.
Two clauses are used in contracts to achieve this ob-
jective—an incentive clanse or a program requirement
clause. The former merelv encourages the contractor
in this effort; the latter requires an agreed upon level
of effort for which the contractor is fully reimbursed.
Both offer the contractor a share of the cost reductions.

GAO found that the incentive clauses in many of the
contracts have not stimulated contractors to develop
proposals to reduce costs even though they would share
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in the tost savings. A number of proposals were made,
with -which the Department of Deflense generally
agreed, to. strengthen the value engineering program
and to encourage contractors to greater effort. (Sec
Appendix, Section T, Item99.)

The Navy Aviation Supply Office maintains an au-
tomated system for processing its small purchase trans-
actions—purchases under $2,500. However, the Supply
Office was not exploiting the full potential of the sys-
tem. Only about 70 percent of the transactions were
being processed by automation and certain procedures
continued to be handled manually. For example, the
automated cqu:prient had not heen programmed to
provide data for such functions as price analysis, solic-
© itation of quotations from known supply sources, and
consolidation of requirements. GAO suggested im-
provements and the Navy and the Department of De-
fense took actions which were geaerally responsive.
{See Appendix, Section I, Ttem 110.)

Research and Development

GAO issued five reports to the Congress on reviews
of rescarch and development operations: one report
on contractors’ independent research and development
costs borne by the Government, three reports on the
development of specific weapon systems, and one re-
port on funding of the construction of certain re-
search facilitics.

Independent research and development (IR&D) is
that part of a contractor’s total research and develop-
ment program which is not conducted under a direct
contract or grant but is undertaken at the discretion
of the contractor. During 1968 major Government con-
tractors spent about $1.39 billion for TR&D and re-
lated effort. The Government bore more than half
of this cost.

One report pointed out that the Government daoes
not have a consistent policy for determining the share

Artist’s e-_ér;crpf of the first of the deep submergence rescue vehicles (DSRVY planned by the Navy. The DSRV
to the restraining guide wires and the piggy back bertl on the mother submarine.
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of 1R&D) costs it will accept under Government con-
tracts. U'nder policies of the Deparunent of Defense
and of the National Acronauties-and Space Adminis-
tration, the IR&D need not be related to current or
prospective - Government  procurement.  Under  the
policy of the Atomic Encrgy Commnission, the IR&D
~cost is allowed only to the extent that it benefits the
contract work.

Certain suggestions made for the consideration of
the Congress in determining a Government-wide policy
on IR&D and related costs were considered in hear-
ings held in February. and March 1970 before the
Senate --an;l Iouse Committees on Armed Services.
(See Appendix, Section I, Item 119,

Reports on the development of specific weapon svs-
tems covered the NIKE-XN antiballistic missile (which
evolved into the SENTINEL, now called SAFE-
GUARD?, the Sheridan and MG0 tanks, and the deep
submergence rescue vehicle.

In these reports GAO questioned the adeguacy of
the Government's control over the prime contractor’s

technical and administrative management of develop-
ment of the NIKE-X antiballistic missile; the rea-
sonableness. of authorizing production of appreciable
quantitics of Sheridan and M60 tanks despite known
and the need,
under the existing civcumstances, for the procurement
of additional deep submergence rescue vehicles. Pro-

deficiencies in essential components:

posals for corrective action were generally accepted
by the Department of Defense and the military de-
partments involved. {See Appendix. Section 1. Items
116, 117, and 118.)

Another report concerned the funding of the con-
struction of two research and development facilitics by
the Air Force. The Air Force had used funds in the
amount of §861,700 which had been appropriated for
research. development. test, and evaluation. In GAO's
opinion, the Air Force was without statutory author-
ity to use such funds for the construction. In response
to a GAO recommendation, the Air Force took steps
to review, at headquarters level, the funding of all
proposed research and development projects expected
to cost more than $25,000. (See Appendix, Section I,
Ttem 120.)

Supply Management

Five reports were issued to the Congress on re-
views of various aspects of supply management.

Inone report GAO pnimr‘(l out that the method used
by the Air Force and the Navy to compute require-
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ments for spare aireraft engines included two factors—
the depot stock factor and the safety [actor—which
provided for similar or identical contingencies and
were thus duplicative. Elimination of the depot stock
factor could have reduced the planned requirement
for liscal year 1969 by about 200 engines at an esti-
mated cost of about $35 million. Future projections of
requirements could be correspondingly reduced. The
Department ol Defense stated that, in its opinion, the
factors duplicative. However, GAO's
analysis of the Department's rationale did not support
this conclusion, and GAO recommended that the Sec-
retary ol Defense reconsider the position taken. (See
Appendix, Section 1, Trem 202}

Another report presented findings on a followup re-

were  not

view of management of military supplies in the Far
East. Although the military services had continued
to provide adequate support to units in the Fur East,
the supply svstems in the Far East. as well as the sup-
porting systems in the continental United S:ates. con-
tinued 1o be costly and ineficient in providing the
support.

The problems stemmed principally from the inac-
curacy of stock records; the inaccuracy of projections
of quantities of stock required: the inadequate control
over unserviceable equipment and components to in-
sure their return, repa’r, and reissue; and the exces-
sive volume of high priority re.aisitions. The Assistant
Secretary of Defense (Installations and Logistics)
agreed with GAO's findings and recommendations
and stated that actions had been taken or were
planned o improve the conditions noted in the report.
1See Appendix. Section 1. Trem 200,13

Digests of three other reports are presented in the
Appendix. Section I. These reports are further identi-
fied in the following sunmmaries.

At the three Defense Supply Centers, inadequate
controls over the projections of future requirements
for stock were the principal factors in the accumu-
lation of about $250 million worth of stock which
was excess to all known needs. (See Ttem 203.)

Supplies and equipment received at major supply
depots of the Department of Defense could not be
readily identified, located, and issued because of de-
lays and iraccuracics in processing, storing, and re-
cording the material received. (See Item 204.)

Excess and surplus Government property was
transferred to the Military Affiliate Radio System (a
system established by the Department of Defense to
provide auxiliary communications) without ade-
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- quate assurance that the property was needed by the
~-System-or adequate surveillance of the disposition of
the transferred property by the System. (See Item

211.)

Facilities and Construction

GAO issued seven reports to the Congress: four dealt
with construction of facilities, two with manageme .t
of houschold furnishings, and one with retention of re-
serve industrial facilities. Digests of these reports are
presented in the Appendix, Section I. The following
summaries further identify the reports.

Contractors operating Government-owned plants
were authorized by the Departiment of Defense to
provide the financing for construction of new facili-
tics. and ‘to recover the costs through overhead
charges against Government supply and research
and development contracts, thus bypassing the con-
gressional review and approval procedures. (See
Item 106.)

Construction of mess halls was authorized without
adequate consideration of (1) the unused capacity
of existing mess halls and (2) the fact that the de-
sign capacities of the proposed mess halls exceeded
the rates of utilization actually experienced. (See
Ttem 109.)

Much of the unused engineering and design eflort
expended in connection with proposed construction
of facilities could have been avoided through better
planning by the installations which needed the facil-
ities and through closer coordination between those
installations and the design agencies before and
during the design phase. (See Item 108.)

The Navv acquired various facilities in Naples.
Ttaly, exclusively by leasing without considering the
relative merits of acquisition under the military con-
struction program. (See Item 107.)

There was no centralized management of house-
hold furnishings overseas and each of the military
departments used differing methads and criteria [or
determining requirements and for repairing, main-
taining, and disposing of unserviceable furnishings,
and provided different styles and finishes of fur-
nishings, thus hindering consolidation of purchases
and interservice transfer of excess furnishings. (Sec
Item 209.)

The Department of Defense instructions govern-
ing the providing of household furnishings did not
contain adequate guidance to insure adherence wo the
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Bureau of the Budget (now the Office of Manage-
ment and Budget) policy that Government furnish-
ings are not, with certain exceptions, to be provided
in housekeeping quarters within the United States.
(See Item 210.)

“Packages” of industrial plant equipment, re-
served by the Army [or contingencies of war to pro-
duce specific items, did not meet the Department of
Defense criteria for retention in some instances:
in other instances the packages did not include
enough equipment to meet the production objec-
tives. (See Item 201.)

Maintenance and Modifications
of Military Aircraft

Two reports were issued to the Congress on this
topic.

The Navy and the Air Force followed different
procedures and practices in aircraft maintenance. GAO
evaluated and compared the way the two services
scheduled maintenance operations, For purposes of
the review, the F—4 aireraft, which is common to the
Navy and the Air Foree, was selected.

The Navy could realize savings and reduce down-
time of aircraflt by [ollowing Air Force practices in
scheduling and performing organizational maintenance
{that performed by operating units in support of
their own operations), Had the Navy followed Air
Force practices, the equivalent of 40 additicnal F-4
aircraft could have been available during fiscal year
1968 and costs might have been reduced in fiscal years
1967 and 1968. {The Navy's costs for that period
were about $4.3 million higher than the costs incurred
by the Air Force for an equivalent number of aircraft.}

Also, neither the Navy nor the Air Force had given
sufficient recognition to the results of studies, and
their own experience, which indicated that less fre-
quent scheduling of depot maintenance—that which
is major and is performed at industrial-type mainte-
nance depots

appeared to be warranted in some
mstances,

GAO suggested that the Navy consider applying
Air Force practices to its own organizational-level
maintenance operations, and that the Navy and the
Air Force continually review their criteria for fre-
quency of scheduling depot-level maintenance. The
Department of Defense agreed in substance with these
recomnmendations. (Sce Appendix, Section I, Item
206.)
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Army

Air Force

Examples of davenposis issued by the military departments in Hawaii,

In a review of modifications of aircraft by the Army,
GAQO found that the modifications—including those
classified as being urgent—were not made promptly
because of the volume of modification work orders
and the resultant workloads heyond the capacity of
maintenance activities. More effective management re-
view ol proposed modifications was needed to insure
that the work could be performed within the specified
time.

GAO noted also that modifications were delayed
because 1':m_clilir.atian kits were not received on time
and additional costs were incurred because the modi-
fications could not be performed concurrently with
averhaul .of thie aircraft.

GAO made certain recommendations 1o improve
modification operations. The Army implemented one

of the recommendations and deferred judgment on
three others pending completion of its own study
and of a joint study then being performed by the
three military departments, (See Appendix, Section
1. ltem 207.)

Administration of Military and
Civilian Pay and Allowances

The number, variety, and complexity of entitle-
ments provided by legislation covering military pay
and allowances create difficult administrative prob-
lems. Although the military departments have taken
prompt action with respect to erroncous or illegal
payments identified by GAO and have accepted sug-
gestions for corrective measures to preclude recur-
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rence, erroncous payments in significant amounts
coatinue to be made,

It is the opinion of the General Accounting Office
that the administration of military pay and allow-
ances will not be improved significantly unti! the
present complex laws are simplified. The Department
of Defense has made a number of studies in recent
years. with the view of simplifying the pay and
allowance structure and has considered preparing
legislative proposals for submissicn to the Congress.
However, no legislative proposals for simplifying the
military pay and allowance structure have yet been
submitted by the Department,

GAO’s review of civilian pay and allowances in-
cluded an evaluation of the effectiveness of the
internai audit work, a statistical sampling of the pro-
priety of salary rates, an evaluation of the effective-
ness ol time and autendance procedures and controls,
and an evaluation of the effectiveness of the conver-
sion of National Guard technicians to Federal em-
ployee status as provided by Public Law 90-486.

During the year five reports were issued to the
Congress on military and civilian pay and allowance
matters.

One of the reports covered a review of the pro-
priety of certain incentive payments made to enlisted
men. The incentive payments (proficiency pay and
variable reenlistment bonuses) are authorized by law
to be paid to enlisted men possessing critical skills to
induce them to remain in the military services, The
Navy and the Air Force were making such payments
to enlisted men enrolled in officer candidate training
programs. This was improper and inconsistent with
the intent of the law. No evidence was [ound that im-
proper payments of this type had been made by the
Ary to enlisted men in its officer candidate program.
The Departient of Defense advised that instructions
had been revised to preclude future improper pay-
ments. (See Appendix, Section I, Ttem 186.)

Another report concerned the Army's accounting
for payments to military personnel made in advance
of regular paydays. GAO estimated that overpayments
of about $3.5 million had been made during ths
‘6-month period reviewed because certain advance pay-
ments had not been deducted from the pay of the
recipients in subscquent payroll periods. This resulted
from deficiencics in the handling of, and accounting
for, the individual financial documents relating to
the advance payvments.

The Ay agreed with these observations and re-
established its cenwalized program for verifying that
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advance payments are deducted from pay in subse-
quent pirroll periods. (See Appendix, Section I,
Ttem 187.)

Three reports covering reviews of per diem pay-
ments to military personnel on extended temporary
duty assignments, the administration and operation of
the Overseas Dependents School System, and the
Army's administration of its employees' suggestion
award program were also issued. Digests of these re-
ports, which are summarized below, are presented in
the Appendix, Section I.

Savings of about $800,000 a year could be realized
if the per diem payments to student officers at the
Army’s Fort Rucker were reduced from the maxi-
mum allowable rate to a rate appiuxiniating cost to
the student officers during their 16-week temporary
duty assignments. (See Item 188.)

There were deficiencies in the administration and
operation of the Overseas Dependents School Sys-
tem in the European arca involving such things as
student enrollment forecasts, adequacy of classrooms
and other facilities, procedures frr setting school
construction priorities, and polic.y on use of sub-
stitute teachers. (See Item 189.)

There were deficiencies in the suggestion award
portion of the Army Incentive Awards Program in-
volving the processing of suggestions, the dissemina-
tion of those having potential for wider application,
and the procedures for computing and documenting
savings attributed to the suggestions. (See Item
190.)

Manpower Utilization

GAQ issued five reports to the Congress on reviews
of various aspects of manpower utilization.

One of the reports covered a review of the reasons
for, and the effectiveness of, the Army's extensive
formal training organization in Europe-—the U.S.
Army School, Europe—in view of the fact that the
Army operates a large service school system in the con-
tinental United States. The school in Europe conducted
88 courses in fiscal year 1968 which were attended by
about 32,000 military personnel at a cost of about $10
million.

Practices followed by the Army in assigning mili-
tary personnel 1o Europe contributed to the need in
Europe for an extensive formal training effort. How-
ever, maximum benefits were not realized from the
formal training effort because many of the students



(1) were being trained in skills not related to their
assigned dutics, (2) had attended similar courses pre-
viously, or (3} were returned to the United States be-
fore they had had an opportunity to apply their train-

- ing. The U.S. Army, Europe, took action to implement

corrective measures, (See Appendix, Section [, Item

166.)

Digests of four other reports are presented in the
Appendix, Section I. These reports are summarized
below.

The Navy's military personnel data system, on
which it relied for information in making decisions
on such matters as personnel assignments, promo-

““tions; and school selection for its 1.2 million active
and reserve military personnel, containad numerous
Errors; the error rates for many datz items were
considerably higher than those acceptable under
the Nawvy's standards. (See Item 135.)

Lack of flexibility in the management of civilian

- personnel ceilings and certain recruiting problems
resulted in:

The uneconomical and otierwise undesirable
practice of contracting for needed services by
military installations. (See Item 167.)

Overtime ranging from 3 to 29 percent of regu-
lar pay, at the military installations reviewed, as
compared with the Department of Defense limita-
tion representing 2 percent of regular pay. (See
Item 168.)

Use of invalid performance standards for civilian
production personnel at the Yorktown Naval Weap-
ons Station resulted in significant amounts of idle
time in operating a bomb production line. (Sce Item
169.)

Combat Readiness of Military Units
and Related Supply Support

Four of the six reports issued to the Congress in
this area are classified “Secret” and relate to the
Seventh Army units in Europe, war reserve materiel
in Europe, HAWK missiles in Vietnam, and Atianzic
and Sixth Fleets. A summary of the unclassified find-
ings contained in the “Seeret” report on the Atlantic
and Sixth Fleets—which relate to the supply, personnel,
and-equipment problems in efforts to achieve a desired
state of readiness of the Fleets—is presented in the

‘Appendix, Section I, Ttem 72a,

One of the unclassified reports dealt with the
manned-homber and ballistic missile forces of the
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Strategic Air Command of the Air Force. The forces
were maintaining a high state of readiness at each of
the bases and apparently were capable of fulfilling
their assigned missions. GAO was impressed with the
management emphasis and techniques used to stress
the importance of combat readiness and expressed the
velief that the other military services could profitably
adopt some of the procedures. Several suggestions were
made, which the Air Force adopted, for improvement
of the readiness reports prepared by the Strategic Air
Command, and the Secretary of Defense requested the
other military services to evaluate the applicability to
their operations of the techniques used by the Air
Force. (See Appendix, Section I, Ttem 171.)

The other unclassified report dealt with the Army
Reserve Components (Army National Guard and
Army Reserve). A review of the readiness of 10 units,
selected from those included in contingency plans for
early deployment, showed that they were not ready for
mobilization and deployment as rapidly as planned
hecause of deficiencies in organization, training, equip-
ment, and management.

Records showed that about half of the personnel
were not qualified to perform assigned duties, were
receiving training incompatible with needs of their
units, or might not be immediately available if their
units were mobilized. Also, material programmed for
the Army Reserve Components had been sent to South-
east Asia, leaving only limited material available for
training. The Army generally agreed with GAO's find-
ings and proposals and stated that (1) consideration
would be given to affiliating Army Reserve Com-
penents with similar active Army units and to develop-
ing a means of projecting training requirements for
the Army Reserve Components and (2) greater em-
phasis had been placed on this area by the Army
Audit Agency. (See Appendix, Section I, Item 172.)

Administration of Communications

In a report to the Congress, GAO presented the
current status of the unified National Communications
System. Establishment of the System was directed by
the President on August 21, 1963, in order to strengthen
the conumunications support of all major functions of
the Government and provide necessary communica-
tions under all possible conditions, including nuclear
attack. In the intervening years, hundreds of millions
of dollars have been expended annually by the De-
partment of Defense and other Federal agencies in the
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procurement, “construction, operation, and mainte-
- nance of component communication networks with
littde effective centralized: direction and control, Ex-
cept for the President of the United States, there was
no individual or organization in the Government with
the authority, stature; and resources to provide the
essential policy, direction, and control required to
establish a unified system.

GAO recommended that the President consider a
major. realignmént of the existing structure and or-
ganizational arrangements for communications which
would establish an organization with sufficient stature,
iluthﬂl‘it)’, and resources to pt‘()vidl:: a strong central
authority as a focal point in telecommunications mat-
ters, The Special Assistant to the President for
Telecommunications assured GAO that its recom-
mendation would be: given thorough consideration.
Subsequently, on February 9, 1970, a new Office of
Telecommunications Policy was established in the
Executive Office of the President. (See Appendix,
Section I, Ttem 227.)

A report was issued to the Congress on the Defense
Communications Agency's inability to evaluate the
propriety of charges for termination of services fur-
nished by communications carriers when the use of
specially constructed communications facilities is in-
volved.. GAO concluded that, if the Department of
Defense abtained cost data from the carriers, termina-
tion charges would be lower. Several suggestions were
made to the Secretary of Delense along these lines.
(See Appendix, Section I, Item 228.)

Administration of
Transportation Matters

The discussion of GAO's work in the Department
of Defense on transportation matters is included in
Chapter Seven, Transportation, beginning on page 99.
In addition. GAO reviewed and reported to the Con-
gress on the administration and operations of the Air
Force logisties airlift system known as LOGAIR.
LOGAIR provides airlift, under contracts with com-
mercial carriers, for high priority carge within the
continental United States. It provides daily support
for all firstline weapon systems of the Air Force and
also serves Air Foree bases in remote areas which lack
adequate commercial transportation. The annual cost
of the system-is about $35 million.

GAQO poited out that the projections of cargo
capacity requirements were not accurate. On some
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routes, more capacity was scheduled than neceded; on
others, less was scheduled than needed. Also noted
were areas where operating costs could be reduced by
promptly revising routes as requirements change, by
reducing the number of flights to some stations, by
eliminating flights where truck service could be used
more economically, and by achieving fuller ufilization
ol cargo capacity through better scheduling of cargo
to be shipped.

The Air Force generally concurred and stated that
(1) procedures for projecting cargo capacity require-
ments were being improved, (2) the [requency of
LOGAIR flights to one station had been reduced, (3)
five stations previously served by LOGAIR were being
served by truck from nearby stations, and (4} correc-
tive action had been taken to achieve fuller utilization
of cargo space on LOGAIR flights. (See Appendix,
Section I, Itemn 218.)

Adm::nistration of Certain
Other Programs

Four report: on reviews of certain other programs
were issued to the Congress. These programs included
Project One Hundred Thousand (training of enlisted
personnel to qualify them for military service), Project
TRANSITION (training of enlisted personnel to pre-
pare them for civilian life after military service) . food
inspection by the Department of Defense and other
Federal organizations, and coordination in the per-
formance of internal management review and evalua-
tion functions. Digests of these reports are presented
in the Appendix, Section I. and are further identified
in the following summaries.

Project One Hundred Thousand had a marked
degree of success in relation to its objectives, al-
though there were some problem areas. (See Item
1)

Project TRANSITION was relatively new at the
time of review and a conclusive evaluation of its
cffectiveness could not be made: certain improve-
ments were needed to insure achievement of the
stated objectives. (See Ttem 12.)

In the absence of a elear expression of Federal
policy on food inspection, the function is performed
by the Department of Defense and by other Federal
agencics—in addition Lo State and local agencies
with the result that similar inspections are made by
more than one organization, at the same commercial



establishment, and under differing criteria. (See
Ttem 24.) :

.~ There was a need for an overall coordination and
for guidance of the total effort of the many groups
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that were performing management reviews and
evzluations within the Department of Defense—
more-or-less independently of each other. (See [tem
146.)






CHAPTER SIX

AUDIT OF INTERNATIONAL
OPERATIONS AND PROGRAMS

Nature of Work Performed

Most international programs continue to be per-
formed by the Department of State and the Depart-
ment of Defense. However, an inceeasing number of
other U.S. Government departinents and ageneies are
also engaged in administering international programs
or elements of them in foreign countries. These include:

Department of the Treasury—International Vi-
nanee l'.llli:lit}ns.

Post Office Department—International Services.

Department of Commerce—International - Fro-
erams and Affairs,

Deparunent of Agriculture—Foreign Agriculiural
Funetions.

United States Information Agency.

Peace Corps.

Export-Tmport Bank of the United States,

Various independent agencies,

As many international programs involve interrelated
perforn

ces in which several departments and agen-
cies or coordinating bodies participate, GAQ’s ap-
proach has been broadened to provide more inform-
ative reparting,

U5, foreign assistanece programs, including many

facets of ceonomic and military assistance and Food
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frar Prace programs, are foremost in GAOY's interna-
tional work. Other major international operations sub-
ject 1o review include Toreign wade prosrams: U.S.
participation in international organizations: inanagc-
and utilization of U S.-owned [oreign currencies:

it
procrans alfecting the US . halanee-of-pavments posi-
o and manazement ard operations of 178 embas.
sies. corsulates, and other installations i foreien
countries.

Dur

flee continued o }Ii.l('u'

yo lisca] vear 1970, the Ceneral Accounting Of-
-pecial emphazis on reviews of
LS. programs and cetivities being conducted m Viet-
n ol its

main and Southeast Asia A substantial port

andit effort was deveted o countywide and other
broad scope review, of US. forcign assistance and
relateed procrams. Fun-tional-tvpe reviews ol the more
siegnificant progiuns in India and in other parts of the
world were performed

As a result of its reviews of international programs
and activitivs, GAQ) submitted 42 reports to the Con
itted 1o

gress. Twenty-three of these reports were subn
the Congress as a whole and 19 were submitted to its
committees, officers, or Members on special reviews,
andits, or investigations made in response to their re-
quests, Twenty-tw 3 reports were submitted to agency
officials i reluticn to management and operating
procedures.

Defense international activities are discussed in this
chapter. Other audit work performed overseas pertain-
ing to the Department of Defense and the three military
departments is incorporated in Chapter Five, Audit of
Defense Operations and Programs.

During the vear. GAO conducted audits outside the
United States as summarized below. mcluding those
performed at U.S, military insianaticns abroad.

Areas Conntries
FEuropean Brs ca
ar East, and South Asia), .. .. 22
Area
\sn and Pacific . . R . 10
a and other fcums:-\ areas. e I
Total . . " . P 43

To a limited extent GAO provided advisory assist-
ance in improving financial management to govern-

ment officials, heads of foreign audit institutions, and

students of forelgn countries, many of whom are spon-

sored under U.S. foreign assistance programs. This
vear GAQ provided hrichings to and engaged in dis-

cussions with individuals and groups from 18 countries
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and the International Atomic Energy Agency. GAO
efforts in this arca were limited to a few hours of
orientation and briefing and did not involve long term
training.

The visiting foreign nattonals included ambassadors:
heads of audit organizations and their stafl members:
finance, budget, and weaswry officials: members of
parliaments: national bank officials: and others hold-
ing top level financial management positions in gov-
cernment. Thev were interested in the [unctions and
operations of the General Accounting Office and its
role in relation to executive branch activities. Specihe
interests varied through such subjects as audits inde-
pendent from the exceutive branch: relationships with

and reporting to the Congress: accounting systems re-

views and approvals: staft development: auditing by
automatic data processing equipment: and GACO's
work in the field of programming, planning, and
budgeting systems.

Reviews of U.S. Activities
Relating to Vietnam
and Southeast Asia

Because the Congress has continued o express con-
cern over the enormous expenditures and management
problems associated with the multiple U.S. programs
and activities being performed in Vietnam and South-
cast Asia, the General Accounting Office has con-
tinued to devote a considerable portion of its audit
effort to reviews of the more significant programs in
these geowgraphic areas.

This vear GAO issued 35 reports relating to pro-
grams and activities being conducted in Vietnam and
Southeast Asia. Seventeen of these reports were made
i response to requests from congressional committees
or individual Members of the Congress. The reports
mncluded such matters as:

Questionable support of a private venture in

Thailand under the investment guaranty prograni.

oo L bl L By e v -

Vi '3 B

.'!':11

Different typecof PX goods on sale at a stall in the Cholon section of Saigon.

es



U.S. assistance 1o the Philippine Government in
support of the Philippine Civie Action Group.

Policies covering the collection of dollar claims
from the Government of Vietman

Questionable paviment of taxes to other govern-
ments on U8, defense activities overseas.

Prices negotiated for rock-crushing plants for use
in Vietnam.

Ilicit practices atfecting the U.S, cconomic as-
sistance program in Vietnam,

Review of special cost-of-living allowance paid
to civilian emplovees assigned to Vietnam.

Some of these reports are discussed eclsewhere in
this chapter. At June 30, 1970, reports were in process
relating to the need for 11 increased control over local
currency made available to the Republic of Vietnam
for support of its military and civil budgets and 2y
improvements in the management of military con-
struction contracts in Vietam,
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Broader Based Reviews of
Program Results

Countrywide Reviews of U.S.
Foreign Assistance

As previously stated, GAO continued 10 place em-
phasis on countrywide reviews of the various U5,
foreign assistance programs and activities being per-
formed by the several U.S. Government agencies within
selected recipient countries. This approach provides
a broader perspective as a mears for reporting on the
effectiveness with which the total multiageney activi-
ties, within a given countrv. were programmed, man-
aged, and meeting US. objectives.

Six reports on countrvwide reviews were issued. Five
of these, submitted o the Congress, related 1o country
reviews of Tunisia, Laos, Guatemala., Ethiopia. and
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A Gt of the American People”
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Thailand. The sixth report, a review relating to Ni-
geria, was submitted to agency officials.

At the close of the fiscal year work was nearing com-
pletion on country reviews of Honduras and Liberia,
and projects relating to Morocco and Afghanistan
were underway.

A report to the Congress on the Foreign Exchange
Operations Fund (currently the largest of the eco-
nomic stabilization programs in Laos) stated that this
activity did not provide for controls and restrictions
on foreign exchange contributed to the Fund. It was
practically impossil.i» to detect the extent to which for-
eign exchange was used in gold trade, capital flight, or
for other purposes which may not be in the best in-
terest of the United States. In response to GAO's pro-
posals, AT} stated that it will continue to study the
problemis related to the Fund and advised GAQ that
it was negotiating a system for reporting the general
purposes for which foreign exchange is used. {Sve
Appendix, Section 1. Item 73,

In the report on Tunisia, GAO expressed the opinion
that progress has been made in achieving the main
purposes of U.S. economic aid but that additional
progress could be attained if AID were more selective
in choosing projects to be supported with counterpart
funds and watched more closely the receipt and use
of AID-financed commaodities. Action has been taken
by AID on a number of matters which should
strengthen the programs, particularly in the areas
relative to selection, receipt, and use of commadities.
(See Appendix, Section I, Item 74,1

In a report on Guatemala. GAO stated that al-
though total assistance to that country from all donors
amounted to $175.6 million between 1961 and 1968,
no unified effort amony assistance donors to impress
upon the Guatemalan Government the need for ini-
tiating meaningful self-help measures or to use the
leverage inherent in their combined assistance to-
ward this end was found. AID endorsed the GAQ
recommendation regarding the benefits that could ac-
crue from improved coordination of assistance 1o
Guatemala. Progress has been made in coordinating
the operations of idertitied donors with the operations
of AID. (See Appendix, Section I, Item 75,

Other reports o the Congress on reviews of Ethiopia
and Thailand remain classified and mayv not be sum-
marized ; however, they related cenerally to the overall
U.S. abjectives in the countries and 1o the manner
in which the programs were administered o carey ont
U.S. strategy to meet those objectives.

20

Iinteragency and Trade Programs

In accordance with various legislative provisions, in-
cluding the Foreign Assistance Act of 1961, as
amended, and the Agricultural Trade Development
and Assistance Act of 1954, as amended (commonly
known as Public Law 480 or Food for Peace), certain
international programs conducted abroad are admin-
istered by, and interrclated between, several U.S. Gov-
ernment departments and agencies.

Seven reports on the results of GAO reviews of in-
teragency and trade programs were issued during the
year. Two reports were submitted to the Congress, one
of which related to U.S. balance-of-payments advan-
tages and the other to commodity trade assistance. A
report pertaining to Food for Peace activities was is-
sued to a Member of Congress at his request. Four
reports were submitted to agency officials and referred
to such matters as the wilization of U.S.-owned for-
eign currencies and to needed improvements in man-
agement precedures,

In order to identify the magnitude of foreign as-
sistanee being provided to certain less developed coun-
wies through the operations of the United States
Sugar Act and the International Coffec Agreement,
GAO made a review of the subject. The report esti-
mated that about $600 million a vear was being so
provided and pointed out that there are several sig-
nificant distinctions  between commodity trade  as-
sistance and the more traditional forms of U.S, aid. A
major reason for some of these distinctions is that
commaodity trade assistance is inherently linked to pat-
terns of production and trade. Another is that, for
the most part. commodity trade assistance is trans-
mitted through commercial channels, while traditional
foreign aid is transmitted through the donor govern-
ment.

The Agency for International Development and the
Deparuiment of Agriculture agreed that foreign aid is
transmitted through the operations of the Sugar Act
and the Coffee Agreement. However, they did not
auree with some of GAO's recommendations for im-
proving the commodity trade assistance programs.

GAQO believes that (1 the cognizant agencies have
not taken advantage of the flexibility permissible under
the present Sugar Act to review and negotiate with
recipient  less  developed  countries  development-
oriented applications of sugar assistance and thav {21
the Ageney for Interpational Development’s recom-
mendations on collee assistance are consonant with a
gradual approach to more effective programming.



Congress may wish to consider whether the foreign
aid element should be an explicit objective of the un-
derlving legisiation and treaty for commodity trade as-
sistance. (See Appendix, Section I, Ttem 76.

Work in various stages of process at June 30. 1970,
included reviews of the {1} methods to constructively
utilize U.S.-owned excess currency in India, (2) eco-
nomic advantages of using American-made trucks to
transport military cargo abroad, and (3} opportunities
to replace offshore procurement of food by utilizing
surplus American food.

Other Broad Scope Reviews

Considerable audit efforts were expended on other
reviews of a broad scope nature. These were comprised
of functional-type audits relating to the administration
of selected U.S. Government programs being per-
formed within several foreign countrics or in countries
throughout the world. The following reports are
illustrative.

One repor; concerned the questionable payment of
taxes to loreien governments on US. defense activities
overseas. Although the U8, Government and various
other governments have agreements for exemption
from taxes and duties on items for their conmimon de-
fense or mutual national security. GAO found that sub-
stantial tax costs had been incurred by the Unired
States in countries throuchout the world including -
Vietmam, $28 million: Thailand. $4 million: and Ger-
many, $2.2 million. Joint comments furnished by the
Departments of State and Defense recopnized that tax
exemption problems exist and reflected general con-
currence with the objectives of strengthening U5, man-
agement in dealing with foreign tax exemption prob-
lerns. In line with GAO reconunendations, a number
iated. “See Appen-

of corrective actions have been i
dix, Section [, Item 81.)

A report on the cost and balance-of-payments ad-
vantages of replacing {oreign-made buses with Ameri-
can-made buses abroad revealed a need for the military
o develop better operating and maintenance cost data
and to prepare more timely and accurate cost studies.
GAQ cost analvses showed that substantial savings
could be realized by uwsing American-made buses at cer-
tain overseas locations in licu of leased foreign-made
vehicles. The Department of Defense stated that the
military departments were in general agreement with
GAQ findings and conclusions and advised that steps
are heing taken by the military departments to improve
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the cost data used in their studies. Appropriate provi-
sions will be made for future procurements of Ameri-
can-made buses whenever such studies show economic
advantages to the United States. 1See Appendix, Sec-
tion [, Ttem 82.)

Another report expressed the view that improve-
ments were needed in the management of Government
owned and leased real property overseas. Fourteen
recommendations were made to the Department of
State to strengthen the administration of the foreign
buildings program. Also, the report presented, for con-
sideration of the Congress, opportunities that exist at
several locations for savings in leasing and building
operations costs by disposing of uneconomical prop-
erties and constructing new buildings. In addition, it
pointed out that certain real properties had been ac-
quired which were not, and were not required to be,
presented to the congressional autharization commit-

tees for consideration. or which had cost substantially
more than the cost estimates initially considered Ly
the congressional committee in the authorization proe-
ess. This matter was presented to the Congress so that
it could consider the practice in deciding whether it
wished to strengthen its control over the foreign build-
ings program. Officials of the Department of State
expressed the view that the findings and recommenda-
tions resulting from GAO's review had made a con-
structive and useful contribution toward long term
improvement of the program. The specific corrective
artions proposed by the Deparument of State were not
known at the end of the vear. 1See Appendix, Section
I Ttem 2140

In July 1967, GAQ issued a report to the Depart-
ment of State and the Agency for International De-
velopment concerning the henefits and savings that
could be had through merger of their separate auto-
matic data processing systems. .\ joint working group
of representatives from the Foreign Affairs Community
agencies  (State, AID. USIA, Peace Corps, and
ACDA) was formed and has continued in existence
since 1968, but there has been little progress. GAO has
continued to participate in discussions and meetings
with the agencies concerning the development of a sin-
gle Daia Processing Center to service the needs of the
Foieign Affairs Community. On February 2, 1970,
GAO addressed a letter 1o the Secretary of State and
the Administrator, AID. reemphasizing the need for a
shift of emphasis away from their continuing indefinite
study and proposing that thev develop an action plan.

On April 10, 1970, GAO wansmitted to the Depart-
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ment of State some overall observations on the need
for more effective control mechanisms and approaches
for program management and the related need for
modernization of its budgeting, management report-
ing, and accounting svstems in order to relate them to
the management needs in coordinating the Depart-
ment’s operating programs. These programs include:

The Foreign Service Institute.

Real estate management.

Vehicle and fleet management.

Passports.

Educational and cultural alfairs programs.
Foreign assistance developmental programs.

In May 1970, the Department advised that these
areas are consideration as  part of its
current study to strengthen operating management
effectiveness.

under

U.S. Participation in
international Organizations

U.S. participation in international organizations has
become increasingly important in relation to the total
U.S. foreign assistance effort. Consequently, the Gen-
eral Accounting Office has been increasingly concerned
with encouraging strong internal audit and inspection
procedures in those organizations which the United
States supports, and with seeking wavs of promoting
and encouraging uuproved financial management.
budgeting, and reporting by the international
oreanizations.

Reports were issued 1o the Congress on the need for
more effective management by the United States of
its participation in the United Nations Children’s
Fund. the Food and Agriculture Organization of the
United Nations, and the United Nations Development
Program. These reports pointed to the need for the
Department of State to obtain sufficient information
from the international organizations to adequately
assess the programs and projects proposed for imple-
mentation, as well as a basic need for establishing
better monitoring and evaluation procedures as a
means for assuring that U.S. contributions to the orga-
nizations were being efficiently and effectively utilized.

GAO stated that the Deparunent of State had to
abandon procedures that were being used to assess the
projects proposed by the United Nations Children's
Fund because that organization had discontinued the
practice of providing the United States the information
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on which the assessments were being made. (Sece
Appendix, Section I, Item 77.)

GAO reported that United Nations Development
Program assistance was granted to countries which
were cither relativelv developed or seemingly in a posi-
tion to pay for such assistance. Also, projects were often
reported to be of low priority and widelv scattered
wliich dissipated the impact that could be gained from
an intensification of efforts in more concentrated arcas.
{See Appendix, Section [, Item 78.)

In GAO's opinion, the Departments of State and
Agriculture had not met their responsibilities for
developing long range U.S. pelicy objectives and the
program priorities needed to guide the United States
in its present and future participation in the Food and
Agriculture Organization of the United Nations, {See
Appendix, Section I, Item 79.)

These reports, together with similar reports issued
in fiscal year 1969 and a review of U.S. financial par-
tivipation i the International Labor Organization,
which was in its final stages at the completion of fiscal
vear 1970, served as the basis for testimony before two
congressional committees. On March 5. 1970, GAO

SOURCE AND APPLICATION OF FURDS 10 BE ADMINISTERED BY FAO
DURIHG THE PERIOD 1968-1969

{ Mstivess of doMlarn )

SOURCE OF FUKDS

BUBGETARY
§144.7 CONTRIEUTIONS

Total §200.7

$161.9

-/

EXCLUDET THE WORLD FOOD FROGRAN



representatives appeared before a subcommittee of the
House Committee on Foreign Affairs and on Mayv 1,
1970, hefore a subcommittee of the House Committee
on Government Operations.

GAO representatives testified that the Department
ol State was not, and had not been, in a position to
give the Congress basic assurance that funds con-
tributed by the United States to United Nations orga-
nizations had been used in an cffective and efficient
manner and to accomplish intended objectives. GAQ
stated that vigorous efforts were required by the execu-
tive branch to improve its participation in Uni
Nations developmental agencies

in laree measure,
provements in U.S. participation it volve the initiation
or support of needed improvements in the United
Nations system itself. Suggestions were subsequently
furnished to the subcommittee of the House Committee
on Foreign AfTairs {or a more effective executive branch

organization for management of LS. participation mn
the developmental assistance activities of international
organizations (excluding the international financial
institutions).

Reviews of U.S. participation in international orga-
nizations have been directed to the developmental
assistance activities; to determining how the Depart-
ment of State and other executive agencies discharse
their responsibilities relative to the level, content, and
formulation of programs and budgets supported In
U.S. contributions; and to the management of U

interests in these activities.

U S. efforts toward improved management of activi-
ties of international organizations of which the United
States is a member must be undertaken and assessed
within the framework of the international character of
the organization. Constraints on actions that can be
taken unilaterally are an inherent part of such inem-
bership no matter how constructive the proposed
actions might be. Notwithstanding these construints,
GAQ believes that there are opportunities for major

improvement in the management of U.S. participation
in the family of United Nations organizations so as to
improve the effectiveness of those organizations in con-
tributing to the ehjectives of the United Nations.

A 1967 amendment to the Inter-American Develop-
went Bank Act directed the Secretary of the Treasury
to proposc the establishment of an independent ex-
ternal audit group for the Inter-American Develop-
ment Hank, Building upon a statement of audit guides
and standards prepared by the Comptrolier General,
such a group wa

al

ished in 1968, From the experi-
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ences gained in the establishment and operation of that
group, GAO is currently developing further recom-
mendations for the establishment of independent, ex-
ternal review and evaluation groups for other major
international oreanizations. GAQ envisions that such
review and evaluation groups will have broad authority
and responsibility and report to the organizations”
governing bodies.

In order to insure that American financial and man-
agerial expertise and tzlent are made available o
assist in the economic and social progress of developing
GAQ believes that the executive branch
should intensify its efTorts to secure an increased num-
her of high caliber LS, nationals as candidates for
positions in the international developmental agencies,

At the close of the - al vear, a study of the overall
management of US, interests in international financial
institutions had begun. Primary U.S. Government re-

co 1.1nlI'il.'S_.

sponsibility relative to these institutions rests with the
Secretary of the Treasury and the National Advisory
Council on International Monetary and Financial
Policies. Among the principal issues to be explored in
this review is the effectiveness of the present executive
branch organization and structure for management of
LS. interests in the institutions,

Agency for
International Development

I'he Agency for International Development admin-

isters LS. economic assistance programs under the
provisions of the Foreign Assistance Act of 1961, as
amended, and other related legislation.
1970, GAQ conducted audits
and special reviews pertaining to various programs
and activities administered by the Ageney. The four
reports issued 1o the Congress related to the lending
activities of the Agency, the policies covering the col-
lection of claims from the Government of Vietnam,
and the administration of the excess property pro-
arams in Kenva and Pakistan. Eleven reports were
issued in response to reguests {rom committecs and
Members of Congress on various matters of their re-
spective interests. and a number of additional reports
were sent to agency officials. The veports to agency
oflicials generally related to improvements needed in
the adnunistration and management of foreign assist-
ance programs and to internal operating procedures,
Some of these reports are discussed more fully through-
out this chapter.

During fiscal vear
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One report pointed out that AID had increased
its outstanding economic assistance loans to foreign
countries from $7.4 billion at June 30, 1964, to $12.6
billion at June 30, 1968, an increase of $5.2 billion.
Although most of the increase was in dollar loans,
$1.3 billion of the increase was in foreign currency
loans subject to possible changes due to variations in
exchange rates. There was a concentration of out-
standing loans at June 30, 1968—both dollar and
local currency loans—in the countries where signifi-
cant devaluations had taken place. During the 4 years
prior to June 20, 1968, devaluations caused AID to
incur a reduction of $1.1 billion in the cquivalent dol-
lar value of local currencies disbursed or available to
be disbursed for loans. Seventy percent of all the out-
standing loan balances were owed by borrowers in
14 countries whose reduced currency values had re-
sulted in 97 percent of the exchange rate reductions
in the dollar value of local currency loans during the
4year period. (See Appendix. Section T, Item 83.)

Another report stated that AID had not Tully dis-
charged its responsibility to file claims aguinst the
Government of Vietnam for all refunds due the United
States in connection with (1) irregular transactions
in the AID-financed commuodity import program for
Vietnam and (25 misuse of project assistance. AID
officials did not completely agree with GAO's rec-
ommendations for improvement in processing these
claims, particularly. the establishment of an escrow
account by the Government of Vietnam {rom which
claims will be automatically collected. However, AID
and the Government of Vietnam have taken certain
actions which should result in more effective utiliza-
tion of AID-financed commodity assistance and in im-
proved policies and procedures for filing refund claims.
GAO also suggested that the Congress might wish
to consider whether further guidance should be given
w0 AID concerning the cstablishment of an escrow
account, in view of the significant period of time that
has elapsed during which no eflective action has been
taken by ALD. {See Appendix, Section 1, Trem 158,

From a review of the administration and manage-
ment of the excess property programs being conducted
in Kenya and Pakistan GAO pointed up various im-
provements needed. AID initiated instructions and
guidelines designed to correct the problem areas, In
GAD’s opinion, the actions taken by AID represented
steps toward major improvements in the operations
of the programs. (See Appendix, Section I, Ttem 199,

24

A report was issued on the questionable financing
by AID of a private venture, under the investment
guaranty program, on a project for the raising and
marketing of corn in Thailand. Throughout the life
of the project, AID bore almost all of the risk of
loss in the privately owned venture. GAO sug-
gested that, in all such cases, AID should require the
owner who controls a project ol this nature to assume
a meaningful portion of the total risk involved since
to do otherwise would not be conducive to good finan-
cial management. {See Appendix, Section I, Ttem
81)

A report on the followup review of activities under
contracts with the American Institute for Free Labor
Development and the Agency for International De-
velopment was also issued. Through contracts with
AID, the American Tnstitute for Free Labor has be-
corne the principal instrument of the U.S. Govern-
ment for supplying technical assistance o Latin
American trade unions, In response to GAO recom-
mendations, AID agreed that there was need for
improvements in the Institute’s financial management
procedures and planned to undertake a comprehensive
evaluation of the Institute’s performance. The Tnstitute
disagreed in general with GAQO's conclusions and
recommendations: however, it recognized the need
for continued improvemeni and stated that these sug-
gestions were useful in improving its inanagement and
effectiveness. (See Appendix, Section 1, Ttemn 85.)

One report to the Congress stated that about $8.6
million of AID's economic development funds pro-
vided to the Government of India had been used to
fill orders from the Indian Ministry of Defense for
components and parts—ic., knockdown kits—{or I-ton
four-wheel-drive trucks, known as power wagons, and
for other types of military trucks. AID's general poiicy,
although not explicitly set down, was that economic
assistance funds are not authorized to finance material
directly for the account of or on behalf of the De-
fense Establishment. As a result of GAO recommen-
dations, AID made a thorough review of its guide-
lines and their application and issued a policy deter-
mination formalizing guidelines on economic and mili-
tary assistance. {See Appendix, Section I, ltem 86.)

Audit work underway at June 30, 1970, included
surveys and reviews of programs covering agriculture,
education, civilian healti, population and (amily
planning, refugees and war casualties, capital assist-
ance projects, and technical service contracts.



Defense International Activities

Defense international activities involve the coopera-
tive efforts of the Department of Defense with foreign
governments or activitics of an international character.
Defense international activities include the military
assistance program, defense participa ‘on in interna-
tional organizations, and other international activities
of the Department of Defense and the military
departments.

During the year, four reports were submitted to the
Congress on reviews of these activities. In addition.
three reports were issued in response to requests {rom
chairmen of congressional committees and individual
Members of the Congress and three reports were issued
to agency officials.

A report on a major weapon svitem provided to Far
East countries under the military assistance progran
disclosed that the combat readiness condition of the
system was being seriously impaired by inadequate
supply and maintenance support. The Department of
Defense agreed that these findings were valid for the
period covered but that corrective action had been
taken and the situation had improved. A followup re-
view was performed and disclosed that, although some
improvement had been made, a low level of readiness
continued primarily because of inadequate supply and
maintenance support. In commenting on this report,
DOD stated that the supply and maintenance deficien-
cies were being gradually corvected ard that responsible
officials were aware that substantial improvements were
needed before full combat ready status could be
achieved. (Sec Appendix, Section I, Item 159.)

Another report dealt with the omission of significant
costs from the sales price for military training services
sold to a foreign country. Prices established by the
United States to recover the cost of the pilot training
provided to the Federal Republic of Germany for
F-104G aircraft throuzh December 1966 did not in-
clude all direct and indirect costs incurred in providing
the training. These additional costs amounted to about
$6 million. Also, the U.S, Air Force did not charge
Germany for rental of U.S.-owned aircraft and equip-

ment used in the training nor did the Air Force collect
for the Government housing furrished to the foreign
students, In line with GAO recommendations, the
Department of Defense conducted a study of pricing
of foreign military sales involving training and has re-
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Briefing of foreign students prior to start of day's flight
training.

vised its instructions on policy and criteria for pricing
sales of training. However, the Deparunent disagreed
with the reconmmendation that retroactive charges
should be attempted for costs omitted in the past, ex-
cept for housing costs. (See Appendix, Section 1, Item
141.}

A report on obtaining NATO cost sharing on mili-

tary construction projects in Europe revealed, that
although improvements in the administration of U.S.
participation in the program had been made sinee
(GAQO's last report was issued to the Congress on this
matter ( June 1965}, there was a need for further im-
provements. especially in the area of recouping costs
of projects initially financed by the United States. The
report stated that the U.S, Army in Europe, purpert-
edly to maintain operational control, had followed a
policy of not pursuing NATO cost sharing for certain
facilities eligible under the program. The report also
revealed delays in submission of Air Force projects for
cost sharing and delays in recouping costs of initally
financed projects alter inclusion in the NATO pro-
eram. The Department of Defense accepted these
proposals and corrective action was initiated, {See Ap-
pendix, Section I, Ttem 80.1

In addition to reports to the Congress and the re-
ports to the committees or individual Members of
Congress mentioned above, a considerable number of
congressional inquiries were received and handled. For
the most part the inquiries concerned U5, activities
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in Southeast Asia related to the Vietnam conflict and
the payment of taxes to foreign governments.

At the close of the year, a report on the military as-
sistuice training program for foreign nationals was
being completed. This proposed report which was re-
quested by the Senate Foreign Relations Commitice
will expand the scope of GAO's interim report on the
same subject issued in December 1969, in response to a
congressional request. The proposed report encom-
passes an intense review of the training of foreign
nationals in 1) countries in various parts of the world.

Other reports on Defense international activities in
process included:

U.S. investment and participation in certain
North Atlantic Treaty Organizaticn programs.

LS. civil administration of the Ryukyu Islands.

U.S. commitment to support international weap-
ons production program.

Department of State and
Related Activities

The Department of State is responsible [or establish-
ing and implementing the foreign policy goals of the
United States including representation in relations and
negotiations with other countries and with the United
Nations and other international organizations.

GAO examined activities of the Depariment’s
Washington Office and its program management, =s
well as LS. embassies and Special Missions abioad.
and issued 11 reports 1o the Congress. Seven of these
were submitted to the Congress as a whole and four
were submitted 1o committees of the Congress on re-
views made at their request.

One report pointed up the continuing delinquency
of international mail accounts owed the United States
by several foreign countries and stated that no formal
interdepartmental understanding had been reached be-
tween the Post Office Department and the Depart-
ment of State to provide an orderly and systematie
method for pur

iing the collection of delingquent m-
ternational mail accounts. The report recommended
that the State Department, under mutually agreed
upon conditions, make every reasonable effort to col-

lect past due Post Office accounts since it is in a better
position to take positive collection action against other
governments. The report also stated that assessing in-
terest on past due accounts in accordanee with regu-
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lations of the Universal Postal Convention  and
collecting amounts due in loretgn curreney shoula be
considered in collecting outstanding accounts. The De-
partments started action 1o improve their collection
procedures but did not agree with the recommenda-
tons (o assess interest on past due accounts. Some
progress had been made by the end of the vear, {See
Appendix, Section [ Ttem 87,

Reports we

ssued to the Congress on the question-
able justification and loose administration of the spe-
cial cost-ol-living allowance paid 1o certain civilian
cmplovees in the Republic of Viewam and on U.S
support of the Philippine Civie Action Group in Viet-
nam, {See Appendix, Section 1. Ttems 183 and 88.1

Another report to the Congress on proposals for im-
proving intemal audit in the Deparunent of State
indicated a need for the Department to (1) redirect
and expand the internal audit effort, (2) improve the
stature and independence of the internal audit {unc-
tion, and 13 improve the planning and programming
of audits. The Department did not agree with the find-
ings concerning the fundamental need to improve the
independence and stature of the internal audit func-
tion nor the need for redirection of its effort. The basic
weaknesses are continuing, and at the end of the year
the Department had not indicated any intent to deal
with them. « See Appendix. Section 1. Item 153,

Audit work 1 process included surveys of the man-
agement of US. vesearch efforts having a bearing on
foreign allairs and foreign language training activities
of U5, agencies in Washington and overseas.

A report to the Director of the Peace Corps pointed
out a number of speeific accounting system and man-
agement control inadequacies and problem aveas which
had been wdentified as needing attention in connection
with the present svstem development efforts, i See Ap-
pendix, Seeton [ Trems 142 and 151,

Reports were submitted 1o the Director., United
States Information Agency, on reviews conducted at
United States Informaton Service (USIS: posts in
India and Bravil. GAQ also continued to provide con-
sultative assistance 1o the Ageney in its efforts Lo
turther mmprove its iimancial management svstem.

I the veport on selected USIS activives in India,
the need o improve certain praciices followed m nego-
tating  overseas contracts and  the  desirability of
devising o svstem lor evaluating the distribution ol
Agencv-sponsored books to USIS tareet audiences were
pointd out. Also, GAQ questioned the need for the

continued operation of a leased Voiee of America relay



station in Ceylon due to the marginal quality of the
broadeast signal to India and the construction of addi-
tional long range wansmitting facilities in Greece and
the Philippines. The Agency advised that action would
be taken to correct the matters noted in the report:
however, a final decision as to tae huture of the Ceylon
relay station would be delayed until certain technical
and programming uncertainties could be resolved. (See
Appendix, Section 1, Trem 160.

During the year GAO continued its review of
vouchers and supporting documentation for the settle-
ment of accountable officers of the Department of
State, as well as foll~ving through on both formal and
informal exceptions taken in prior years in connection
with reviews of fiscal transactions at the Department
of State, USIA, and the Peace Corps.

Audit work in process included a broad survey of
the management of U.S. research efforts having a bear-
ing on foreign afTairs.

Export-Import Bank

Pursuant to the provisions of the Government Cor-
poration Control Act, an audit of the Export-Import
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Bank of the United States for fiscal year 1969 was
made and a report [urnished to the Congress on the
results of the audit. A report was also issued to the
Bank on (GAQ's examination of its statement of assets
and liabiliues.

The Anancial statements, except for the Bank's treat-
ment of sales of certificates of benehcial interest, pre-
sented fairly the financial position of the Bank at
June 30, 1969. However, the certificates of beneficial
interest sold subject to contingent repurchase commit-
ments should be considered as borrowings or financing
rather than sales of assets. The Bank 1s exploring new
ways of handling its loan assets which it hopes will
satisfy GAO's opinion of what constitutes a sale rather
than a borrowing.

GAO recommended that the Bank evaluate the pro-
visions of its agreeme.t with the Foreign Credit In-
surance  Association to  provide for an  equitable
distribution of carnings to the Bank from its insurance
program. The Bank is currently studying its agreement
with the goal of obtaining a more meaninglul distribu-
tion of income and expenses. (See Appendix, Section
I. Item 143.)

At June 30, 1970, an examination of the financial
staterents of e Bank for fiscal year 1970 was in
process.






CHAPTER SEVEN

TRANSPORTATION

The General Accounting Office is vesponsible for

deternminin

w the correctiess of charges paid for freight

andd passenger ser
the United States. for the recovery ol overcharees,
and for the setticment of transportation ¢laims hoth
by and asainst the Government.

As a further part of its basic audit and investigative
functions. GAQ reviews, evaluates, and reports on the
transportation and waffic management activities of
Government agencies and assists the agencies in per-
forming their transportation and traflic functions.

In seuling transportation claims, GAQ furnishes
technical support and other assistance to the Depart-
ment of Justice in the proseeution or defense of trans-
portation suits w which the United States is a party.

The scope of GAOY's responsibilities for auditing and
reviewing transportation in the Federal Government
is indicated by the magnitude of the Govermment ex-
penditures for wansportation senvices. Direct procure-
ment of commiercial transportation amounts o ahout
S1.5 hillion annually. Approximately

2.4 hillion of this
amount i {or sevvices procured on standard forms and
15 audited centrably by GAO on the basis of paid bills

submitted by Gover

went agencies. Other expendi-
tures for direet procurement of cominercial ransporta-
tion consist primarily of contract services ineluding

the transportation of mail. pavments v the Militan

s furnished for the account of

TRANSPORTATION

Sea Transportation Serviee for commer tal ocean
services. and paviments hln Grovernment corporations
that are audited on site.

The Government also spends several biltio n dollars

annually Tor operation of milicoy ransporiaton fleets,
for moverment of civilian cimployees” houschoid goods
on a comtted basis, for rennbursement of transpor-
tanan charees incurred by cost-type contractors, and
for other indircet tansportation services. These ex-
penditures are covered in GACY reviews of selected

activities and programs of the various agencies.

Audit of Transportation
Payments and Settlement
of Claims

Transportation Payments

The Transportation Aet of 1910 requives the admin-
istrative agencies o pay the bills of carriers subject to
the Interstate Conmmeree Act and the Federal Avia-
tion At upon presentation prior o andic by the Gen-
eral Aecounting Office. Althoush pavments to car-

riers not subject 1o these acts mav be audited prior 10
pavment. for administrative efficiency all tvansporta-
tem bills Tor serviees procured on standard Govern-
went forms are novmally paid hefore audit,

RBecause certifbvine and dishirsing officers are ex-
empted by law from labiliee for any overcharges by

Ui

ders arising from the application of improper rates
or chuarees on services procured by standard Govern-
iment transporation forms, paid tansportaton bills
are sabanitted 1o GAO for cenal postaudit, deter-
mation of overcharges, and recovery of overcharges
divectly from the carriers. The principal transporta-
ton pavinents that are not sent o GAO for posiandit
are these niade by Government corporations and those
procurved under contract. such as Post Oflice mail
contracis and Miliary Sea Transportation Service
sipping - contracts. Postandit - of - prassportation
charees is novmally completed 6 to 7 months alwer
[rvment.

GAO audited 549 million bills of lading for freight
shipments, for which the Government Lad paid about
$1.5 ilion, and 34 nalion tansportation reguests

{or passenwer travel, for which the Government had
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TRANSPORTATION
BILLS

OF LADING AND TRAMNSFORTATION REQUESTS EXAMINED

DURING THE FISCAL YEAR 1970

Audit:
Bills of Lading.

Transportation Requests .

Total

paid about $.9 billion. From the audit of transportation
payments, GAQ issued 108,499 overcharge notices to
commercial carriers requesting refunds totaling $17.7
million. Collections from carriers amounted to 516.3
million, which were credited to basic appropriations
of the procuring agencies or, where thic was not pos-
sible, deposited in the Treasury as miscellaneous re-
ceipts. A summary of this activity 1s shown above.

The amount of payments audited was about 7 per-
cent less than the prior vear. and the amount of over-
charges detected and reported to carriers was about 9
percent greater. This activity was accomplished with
2.4 percent less audit hours than were utilized on the
transportation audit in fiscal year 1969, A schedule
showing transportation audits and collections for fiscal
vears 1961--70 is included as Exhibit 3 on page 135,

As part of the review of transportation payments,
GAQ also identified hundreds of shipments where the
transportation services were procured at the legal
rates but vesulted in excess costs to the Government
which were not recoverable from the carviers. These
traffic management errors vesulted from the selection
of uneconomical routes, modes of carriage, or tvpes of
service, and were brought o the attention of the re-
sponsible transportation officials of the agencies in-
volved for necessary corrective action.

Claims

Section 303 of the Budeet and Accounting Act,

Notices of opercharge tsewed

Nuniber

Nemiber Amoint poid Amount

924,530 §1, 441, 132, 482 04, 309 $16, 182, 917
3, 357, 532 uds, 780, U6 13, 900 1,325, 407
9,282,062 2, 374, 913, 448 108, 499 17, 708, 324

1921, provides thau all claims and demands whatever
by the Government of the United States or against it
shall be settled and adjusted in the General Account-
ing Office. Pursuant to this law transportation claims
against the United States, with certain minor excep-
tions, are submnitted to the Office for adjudication. The
exceptions relate to claims for loss and damage, acces-
sorial or supplementary transportation services, and
amounts due because of errors in cxtension or footing
on prior bills. These latter claims after payment are
subject to review in GAO's audit of paid vouchers.
GAQ received about 16,000 claims and settled or
otherwise disposed of 13,725 claims [or approximately
S48 million, The greatest amount claimed was on as-
signed bills of certain Military Airlift Command con-
tractors, which are audited before payment to protect
fully the Government's interest. On these assigned bills
and other original unpaid bills for $10.5 million, about
$43.000 was disallowed as being in excess of the proper
contract and ‘or tarifl rates. The balance of the claims
were supplemental bills of carriers for changes in their
original rharues or demands for repayment of over-
charges collected by GAQ. In disposing of these
claims, amounting to about $1.3 million, $2.6 million
was certified for pavinent and $1.7 million was disal-
lowed or werminated. A summary of this activity is

shiown below:

TRAMSFORTAYTION CLAIMS RECEIVED AND SETTLED DURING
THE FISCAL YEAR 1970

settled
Clazs of ciaiima Qn Ranud fteceaad - - oy O hand
YT T T Number ol Tunttl Anunent June 58, 1800
clanne clammed allon ed
Freight | A, 859 15,297 w4, 577, 4o 2,054, B4 B, tia
Passenger 11 YA 10, 1, 430 1, ag_ 422 410
Total 1, 208 1, 262 13, 725 b4, Ted, 352 113,053, 245 9. 045

1 Toelades allowanee of $49 855082 for Military Aerbift Commas! movements aadited Lelone pavient
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A schedule showing transportation claims settled
during fiscal years 1961-1970 is included as Exhibit 4
on page 133,

Transportation Management Reviews

The General Accounting Office continued to expand
its audit efforts into domestic programs and to evaluate
the Government’s involvement in new concepts i
transportation. Where possible, GAQ reviewed coneur-
rently departmental activities that were a part of
broader activities involving more than one department
or agency.

3AQ increased its efforts in areas of expressed con-
gressional interest. Transportation is one of the most
dynamic areas in the industrial ficld today and 1his
fact is reflected in the many and varied requests for
information and review work received from Congress-
men, There is also a high dearee of public interest
in the field of transpertation todav as many of these
congressional requests originatzd with constituents.

By the end of the fiscal year GAQ had issued, or
had substantially completed, six reports to the Con-
gress on transportation and traffic management prob-
lems. One report pointed out that the Depariment of
Defense could realize economies of about $700.000
annually by making optimum use of the dry-cargo ca-
pacity of the Panama Canal Company ship 58 Cristo-
bal for transporting Government cargo to the Canal
Zone, The Department of Defense agreed and re-
quested military representatives in New Orleans to in-
crease use of the 58 Cristobal. However, the military
continued to make only limited use of the ship, It was
several months later, and only after GAQ had called
a meeting to formulate a working agreement between
all parties concerned, that the military began to make
optimum use of the cargo capacity of the 55 Cristobal.
{See Appendix, Section I, Ttem 215.;

In another report GAO showed that cconomies of
about $600.000 could be achieved by using unused
space on direct military [lights for military mail ship-
ments from Okinawa to Southeast Asia. In response to
GAO proposals, Department of Defense officials in-
formed GAO that substantial amounts of mail were
being carried on military aircraft from Okinawa to
Vietnam and Thailand and that the circuitous routing
of mail via Japan had been discontinued. [See Ap-
pendix. Section I, Ttem 216.)

GAQ also reported o the Congress that savings of
almost $1 million could be achieved on {uture air ship-
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ments if direct air carriers are used, where less costly,
rather than air freight forwarders. In response to these
proposals, Deparunent of Defense officials agreed that
improvements could be made in the seiection of air
carriers and that the transportation expertise of the
single manager for transportation should be used more
frequently and extensively. (See Appendix, Section I,
Item 217,

Other reports, which were substantially completed
by the end ol the fiscal vear, concerned: (1) actions
taken or planned to improve use of cargo space on air-
cralt operated under contract with the Department of
Defense, (2 patential savings by centralized control
of overseas aiv passenger transportation, and (3) op-
portunity for savings by reducing paperwork involved
in Department of Delense bus travel.

GAQ answered specilic requests from individual
AMembers of the Congress concerning various transpor-
tation and traffic management activities. Primary in-
terest was in the Department of Defense test involving
the feasibility of using Great Lakes ports for shipping
military sponsored cargo to Europe. Several Congress-
men representing Fast Coast and Midwest shipping
areas requested that GAO evaluate the test program
and its results,

Other mateers of congressional interest reported on
were:

Use of air taxi operators by the Armed Forces

Courier Service.

Rental charees on passenger il cars,

Use of Wasiungton area airports by Government
travelers.

Use of farm vooperatives by the Department of

Defense for hauling munitions,

(:AQ also issued reports to the heads of departinents
and agencies of the Federal Government., The more
siwnificant involved :

Use of Government-owned refrigerated vessels in
the North Atlantic.

Elimination of dumping charges for coal shipped
on military chartered vessels.

Savings by improving rail service at an Army am-
nunition plant.

Significant transportation matters now being studied
include: {1 worldwide moverent of ammunition and
components, (20 shipping activities of civil agencies,
{33 wraflic management in the Post Office Department,
-ty containerized freight service, and (3 self-insur-
ance on Government shipments.
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GAQO continued to expand its transportation and
traffic management review stafl to provide the capa-
bility to research new areas in transportation and to
formulate future work programs in meeting the de-
mands on its resources from the increased interest of
the Congress in the field of transportation.

Assistance in the Legal Field

The General Accounting Office continued to provide
technical assistance to the Department of Justice in
the prosecution and defense of transportation suits by
or against the United States and in proceedings before
the Interstate Commerce Commission. As part of this
assistance, transportation specialists participated in
three pretrial conferences in the Court of Claims and
one trial before a Commissioner of the Court of Claims.

Debts against carriers involving 128 items in the
total amount of $136.273 were reported .o the Depant-
ment of Justice for collection. Similarly reported debts
covering 311 items in the total amount of $127.513
were settled by the collection of $26,722 through judg-
ments, compromises, or otherwise.

GAQ received {rom the Department of Justice no-
tice of the filing of 131 suits by carriers covering 167 .-
328 shipments. One hundred and thirteen of the suits
filed and about 163,794 of the shipments were on over-
seas movements of household goods by the Department
of Defense. The amount sued for is not stated mn the
petitions filed in thase suits but the liability of the
United States on the 420 suits filed in this and prior
years is estimated to be about $100 million, if the car-
riers prevail on all of the issues not already decided. In
the same period GAQ furnished technical advice and
other assistance to the Department of Justice in 33 suits
for $704,000 involving 1,817 shipments. Twenty-one
suits, the subject of reports in this or prior vears, in-
volving 691 shipments and $607,134 were scttled by
payment of judgme- s for $274,637 and by dismissal
or withdrawal of the salance.

One of the five representative cases selected for trial
of the issues in the 420 household goods suits. Trans
Ocean Van Service v. United States, Cr. CL No. 137-
66, was decided May 15, 1970. At that time the court
dismissed eight of the issues posed by the carrier. Pre-
viously the carrier had withdrawn certain issues as the
result of pretrial conference. Decisions for the carrier
were entered in connection with six issues. GAO has
proposed that the Department of fustice request a re-
hearing on two of these issues regarding the court’s
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interpretation and conclusions. Technical assistance
in connection with the exceptions to the Comnmission-
er’s report and the decision of the court was [urnished
by GAO.

Another activity of increasing importance in GAO's
audit and legal assistance work relates to the collec-
tion of motor carrier overpayments. Overpayments
arise as a result of the application by carriers of unjust
and unreasonable rates as defined by the Interstate
Commerce Act. Reparations for such overpayments to
motor carriers may be recovered only through suits
filed in the U.S. District Courts. During the year GAO
identified and prepared reports on 37 motor over-
pavments involving 114 shipments and claimed repara-
tions of $67.549. All of these cases were referred to
the Department of Justice and GAO understands that
as of June 30, 1970. the Department had filed suits on
most of them. In addition, when advised of unjust and
unreasonable rate situations, certain motor carriers vol-
untarily refunded overpayments on 99 shipments
amounting 1o $10-4+,985.

Assistance in the Traffic and
Transportation Field

GAQO assisted various Government agencies in their
traffic management and transportation activities. This
assistance included:

Working with the Military Traffic Management
and Terminal Service (MTMTS) to develop a re-
vised Tender of Service as an appendix to their
Personal Property Management Regulation cover-
ing the transportation of employees' movements of
household goods in Government bill of lading
service.

iarnishing  recommendations to  the Military
Traflic Management and Terminal Service regard-
irg the terms of a proposed tender for shipments
of unaccompanied baggage in through Government
bill of lading service.

Furnishing the Department of the Navy certain
recommendations for modification of the Naval Sup-
ply Systerns Command regulations to reflect the cor-
rect tariff provisions to insure the future application
of lower available export rates on shipments when-
ever actually exported.

Supplying the Internal Revenue Service with a
statement with reference to fact situations presented



by test elaims of the Penn Central in its tax refund
claim.

Meeting with the Atomic Energy Commission
(AEC) and MTMTS to discuss charges applicable
to shipments of radioactive material removed from
atomic powered ships and transported in lead casks
or in special Government-owned cars whose con-
struction incorporates shielding equipment equiva-
lent to that of the casks.

Joining with the Military Traffic Management
and Terminal Service in obtaining a Section 22
Quotation, offering all-rail rates effective April
1970, on movements of combat ready vehicles within
CONUS, based on agreed minimum weights which
include added equipment and ammunition.

Furnishing passenger fares and other transporta-
tion data to the Deparunent of Labor for prepara-
tion of the monthly consumer price index.

Providing guest lecturers at the U.S. Army Trans-
portation School, Fort Eustis, Va., and a speaker
and panel member at the Passenger Traffic Man-
agement Conference conducted by the General
Services Administration in Washington, 1D.C.

Considering and acting upon various requests
from the administrative agencies for permission o
deviate from established procedures to provide more
economical and efficient traffic management.

TRANSPORTATION

GAO continued 1o meet with representatives of in-
dividual carriers or members of their vade associa-
tions to discuss and resolve mutual problems relating
to the audit of carriers” bills. During the vear, GAO
participated in five meetings with varnous doemestic
and international carrier associations and had numer-
ous discussions in Washington with carrier and carrier
association representatives.

Under the Joint Financial Management Limprove-
ment Program. GAO continued o participate in a
joint agency study of freight and passenger transpor-
tation in the civil agencies. The study is under the
chairmanship of the General Services Adnunistration
with full-time stafl members assigned from the General
Accounting Office. the General Services Administra-
tion, the Bureau of the Budget, the Treasury De-
partment, and the Deparunents of Commerce, Agri-
culture, and Health, Education, and Welfare. The
study group has now completed a review of the cur-
rent svstems of the civil agencies for paving, auditing.
and settling with the carriers for transportation services
and has suggested improvements or needed changes {or
the mutual benefit of the carriers and the Government.
The report outlining the conclusions and recommenda-
tions of the study group will be released to the public
carly in fiscal year 1971.
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CHAPTER EIGHT

CLAIMS

General

The Claims Division is responsible for the adjudica-
tion and settlement of all claims by and against the
United States that are cognizable by the General Ac-
counting Office with the exception of claims by and
against common carriers for transportation items which
are processed by the Transportation Division. Legal au-
thority for this function is contained in section 305 of
the Budget and Accounting Act, 1921, which provides
that all claims and demands whatever by the Govern-
ment of the United States or against it shall be seuled
and adjusted ir the General Accounting Office. Section
304 (31 U.S.C. 93) of that act provides also that the
General Accounting Office shall superintend the re-
covery of all debts finally certified by it to be due the
United States. This function too has been delegated
to the Claims Division.

While these provisions appear to be all inclusive,
Congress has enacted various laws authorizing desig-
nated Government agencies to settle specific classes of
claims arising under programs administered exclusively
by such agencies. On the other hand, specific statutes
have been enacted which provide that payment may
be made only upon settlement of the General Account-
ing Office. For example, claims for the proceeds of
depositary checks which have not heen paid prior to
the close of the fiscal year next following the fiseal vear
in which the checks were issued must be certified for
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payment by GAO (31 U.5.C. 132) ; claims for under-
payment of wages under the Davis-Bacon Act (40
U.5.C. 276a-2) and the Contract Work Hours Stand-
ards Act (40 U.S.C. 330) are for certification by GAO;
and, with few exceptions, judgments against the United
States are paid pursuant to settlements of GAO. Also,
payments in excess of $2,500 under the Federal Tort
Claims Act (28 U.S.C. 2672) are made pursuant to
settlements of GAO. All of these functions are per-
formed in the Claims Division.

Claims Against the United States

As a general rule the Government departments and
agencies pay most of their obligations in the normal
course of business. Claims against the United States
that are referred to the General Accounting Office for
settlement are usually limited to those required by
statute to be paid on settlement of this Office and those
involving doubtful questions of law or fact as to the
validity of the claim, the amount of the claim, or the
entitlement of the persons claiming.

Claims coming before the Division may arise from
virtually any transaction of the Government and are
received from individuals, business entities, and [oreign,
State, or municipal governments. For convenience, the
claimants are classified as live civilian employees, de-
ceased civilian employees. live military personnel, de-
ceased military personnel. and other public creditors—
live and deceased. The subject matter of the various
categories of claims is classified as compensation, pay
and allowances, travel, per diem, transportation, judg-
ments. acts of Congress, contracts, trust funds, refunds.
and miscellancous. The processing of such claims in-
cludes an examination and analvsis, development when
necessary, adjudication, and certification for payment,
or disallowance.

The function performed by the Claims Division in
sewling claims against the United States clearly is one
that not only is beneficial to the individual claimants
involved, but also is in the best interest of the United
States, 't is beneficial to individual claimants in that it
affords them the opportunity to veceive a full, fair, and
impartial review of administrative action in disallowing
their claims at little or no expense to them. It is in the
interest of the Govermment in that it reduces signifi-
cantly the number of claims that otherwise would be
the subject of formal legal proceedings instituted by
claimants with the attendant expense. delavs, and over-
crowding of court dockets. Similarly, GAO's elaim set-
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tlement action is beneficial to the United States in that
it reduces significantly the number of requests that oth-
erwise would be made upon the Congress or individual
Members thereof for the enactment of private
legislation.

On July 1, 1969, GAO had on hand 1.737 claims
against the United States. During the fiscal year, 14,606
claims were received and 14,943 settled, leaving a case-
load on hand of 1,400 on June 30, 1970. Incident to the
settlement of the 14943 claims, GAO certified the
amount of $55,909,237 for payment.

Claims by the United Siates

Claims by the United States are referred to the Gen-
era! Accounting Office for adjudication when they in-
volve administrative doubt as to the amount or pro-
priety of the debt or the liability of the parties to the
transaction. The subject matter of these debt claims is
as varied as that of claims against the United States.
Moreover, the regulations promulgated jointly by the
Attorney General and the Comptroller General pur-
suant to the Federal Claims Collection Act of 1666. 31
U.8.C. 952, require that debts due the United States
on which administrative agencies have taken appro-
priate collection action, but which cannot be compro-
mised or on which collection action cannot be sus-
pended or terminated in accordance with such joint
regulations. be reported to the Claims Division as ad-
ministratively uncollectible debis.

Following the referral of a debt for collection.
GAO's actions include efforts to locate debtors when
their whereabouts are unknown, the issuance of de-
mands for payment. development to ascertain the fi-
nancial status of the debtors, and the issuance of proofs
of claim in bankruptey and deceased debtor cases. If
development of a claim discloses that a debtor is pres-
ently receiving pavments from the Government. GAQ
takes steps 1o have amounts withheld, if otherwise
proper, for application to his debt. In the eventa debior
is financiallv unable to rvemit the full amount of his
debt in one paviment, he is permitied to make install-
ment payments commensurate with the amount of the
debt and his ability 1o pay. A debtor who meets the
standards established pursuant to the Vederal Claims
Collection Act of 1966 may be permitted o liguidate
his indebtedness by compramise, I collection action by
the: Claims Division s unsuccessful and the indebied-
ness appears to be provable, it is reported to the Die-
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partment of Justice for suit, whenever warranted by
the debtor’s financial circumstances. In such cases, a
certification of the amount due the United States is
transmitted to the Department of Justice together with
all information and documents as may be necessary
to support court proceedings.

On Julv 1, 1969, GAO had on hand 19.141 claims
by the United States. During the fiscal year 21,979
claims were veceived and 13,201 settled, leaving a
balance of 27.919 on hand June 30, 1970. Of the 27.919
claims on hand, 8,182 were under collection represent-
ing accounts raceivable in the amount of $4,782,933.
As a result of GAQ's debt adjudication and collection
activities during the fiscal year $2,626,961 was col-
lected. During that period GAO reported 1,274 claims
to the Department of Justice for suit and as of June 30,
1970, 5.266 of the claims pending with that Depart-
ment were under collection, representing accounts re-
ceivable in the total amount of $1,612,346.

Incident to the Claims Division’s collection activi-
ties 11614 offers in compromise were solicited to
which 2,470 replies were received. Included in such
replies were 883 offers in compromise totaling $385,-
708. Of the total number of offers in compromise re-
ceived, 235 in the aggregate amount of $116,503 were
accepted in liquidation of debts totaling $275,475.

Public Law 90-616, approved October 21, 1968,
5 LWS.CL 55384, provides that the Comptroller General
and the head of each executive agency may waive
the claim of the United States arising out of an erro-
neaus paviment of pav, covering a period occurring
on or after July 1. 1960, made to an employee of an
exccutive agency when collection would be against
equity and goad conscience and not in the best in-
terest af the United States. That law. however, vests
exclusive jurisdiction in the Compuroller General to

waive overpaymenis of pay aggresating more than

0, and the statutory regulations issued pursuant
thereto require waiver detenminations o be made only
by the Comptroller General when there exists doubt
as 1o the propriety of waiver, The responsibility of the
Comptroller General to waive erroneous payments has
been delegated to the Clafims Division,

Before granting a waner under this authority it
must be determined, following an appropriate admin-
strative investization, that the erroneous paviment oc-
curred through administrative error and there s no
incication of frand, misrepresentation. [ault, or lack of
vood faith on the part of the emplovee or other

person having an interest in obtaining a watver of the
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claim. A complete record of the action taken on an
application for waiver is required to be maintained
by the agency involved.

During the fiscal year, 428 requests for waiver of
crroncous payments of pay totaling $353,937 were con-
sidered. Of these, 267 in the amount of $213,447 were
waived in full. Partial waiver of $13,310 was granted
in 29 requests and $6,877 was denied. The remaining
132 requests for waiver in the amount of $118,303
were denied.

Agency Review and Assistance

While each agency has primary responsibility for
the payment of obligations incurred during the course
of its operations, the payiment authority is limited by
applicable statutes, statutory regulations, and avail-
ability of appropriations.

Also, under the Federal Claims Collection Act of
1966 the head of an agency has primary responsibility
for the collection of debts due the United States arising
during the course of operations of his agency. Under
certzin conditions an agency head is authorized to
compromise debts for less than the full amount due and
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to terminate or suspend collection action when it
appears that no person liable on the claim has the
financial ability, present or prospective, to pay any
significant amount on the claim, or when the cost of
collection is likely to exceed the amount of recovery.

Recognizing the need to monitor agency activities
and operations in the areas of (1) payment and debt
claims adjudication. (21 debt collection, including
compromises and termination of collection actions, and
+3) waiver of pay: and for the purpose of rendering
assistance to agencies in the establishment of more
effective and efficient operations in such areas, there
is being established a new branch in the Claims Divi-
sion which is to be known as the Ageney Review and
Assistance Branch. The primary functions of this
branch will be to (1) review agency regulations, pro-
cedures, staffing, and actual operations relating to
payment and debt claims adjudication, debt collection,
and waiver of pay, to insure the compliance with all
controlling statutes and statutory regulations, {2}
make recommendations and render other assistance
in establishing or improving the efficiency and effec-
tiveness of agency procedures and operations, and
{3} make reports to agency heads and  the Congress
as appropriate.
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CHAPTER NINE

LEGAL SERVICES

A review of the work efforts of the Office of the
General Counsel during the fiscal year 1970 15 a

kaleidoscopic view of the concerns of the tmes. Legal

subjects ranged from air pollution control to crime
control, from entitlements of civilian emplovees dur-
g riot duty with National Guard outhits o the pro-
priety of Govermnent equipment loans for the movie

and from the leealiny of the
Philadelphia affirmative action plan to the authority
o pay a steamship line for the retwnn of destitue
scamen. This brief recitation of a few subjects by
no means reflects the extensiveness of the legal assist-
ance furnished in the form of formal decisions, com-

“Tora! Tora! Tow

ments on proposed  legislaton, office memorandum
opinions to the operating divisions, audit report re-
views, and informal assistanee furnished dalv by the
stall.

The measurable productive efforts in fiscal year
1970 increased 1o some extent over that of the pre-
ceding year. The staustical details of the fegal work
have been arranged in two different formats: one re-
flecting the wpe of ourput on a case basis {see page
1160 and one reflecting the output on a functional
basiy isee page 1150,

Administration

During fiscal vear 1970, the administration of the

Oflice of the General Counsel changed from Robert I

LEGAL SERVICES

Kelier to Paul G. Dembling. Upon the succession of
My, Keller to Assistant Comptroller General of the
Uniited
Paul G Dembling, a carcer Government attorney then

States,  the Compuoller General  selected

serving as Deputy Associate Administrator of the Na-
tional Acronautics and Space Administration, to be
Cieneral Counsel. My, Dembling wok the vath as Gen-
eral Counsel on November 17, 1969, becoming the filth
head of the Dffice since its establishiment in 1921, As
General Counsel, Mr. Dembling 1ook charge of a staff
of some 104 attorneys and 93 support service personnel.

About the same tiine the retirements of Ralph E.
Ramsev, Associate Generai Counsel in charge of the
miscellancous and civilian personnel areas, and of
John H. Coffey, Assistant General Counsel, left these
mmportant posts vacant, Mr. Dembling chose experi-
enced career members of the staff to fill these positions.
He designated F. Henry Barclay, as Associate General
Counsel in chiaree of the miscellancous and civilian
personnel areas: Milton Socolar, who had been Special
Assistant to the General Counsel, as Assistant General
Counsel in charge of the civilian personnel area: and
John W, Moore, who had been a Deputy Assistant
General Counsel. as Assistant General Counsel in
charge of the miscellaneous area.

As other activities of the General Accounting Office
reviewed the past decades, assessed their current
mission, and projected their responsibilities in the con-
text of the 19700, so. too. did the Office of the General
Counsel. This report will reflect some of the legal areas
es.
The legal work of the Office of the General Counsel

of concern incident to GACOY's statutory responsi

is handled in five subject areas. namely:

lian Personnel.
Contracts.
Military Pay and Allowances.

Appropriations and Miscellaneous.
Transportation.

Within these broad categories the work includes de-
cisions involving all fields of law and requiring expertise
il statutory construction, contract interpretation, pro-
cedure, and evidence, Al areas prepared reports on
legistation and on litigation, represented the Office at
hearings, and assisted in the preparation of cases in
the courts and before regulatory cominissions.

While it 1s not possible to review all the major legal
eflorts of each group, a few significant decisions pre-
pared in each arca will serve to show the extent of
assistance rendered by the Office in a fscal year.
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Civilian Personnel

A Government official testifying recently before a
congressional committee stated that the rulings of the
Comptrolier General together with Executive orders
and regulations “add measurably to the body of ground
rules that govern the employment conditions of Federal
employees”™ (Hearings before the Subcommittee on
Postal Operatiors of the House Conunittee on Post
Office and Civil Service, p. 102:. Decisions in the
civilian personnei area rendered in 1970 which laid
down such ground rules included a determination as
to the time payroll allotments for union dues may be
discontinued,' the proper computation ol pay and

hours of duty for employees required to cross the inter-
national dateline on official wavel in performance of
temporary duty,” the overtime entitlements of a team
of wage board employees who were required 10 ravel
over a weekend to perform emergency repairs to gun
port shields on a vessel,* and whether substitute postal
employees may be granted court leave for jury duty.'

One of the significant civil pay decisions issued
determined the right of an emplovee to retain transfer
travel and transportation advances upon resignation
prior to completion of a 12-month service agreement
when the agency failed to advise the employee at the
time of transfer of a pending investigation of his alleged
misconduct.”

A civil pay decision that resolved a sharp difference
of opinion between two Government agencies was one
concerning the use of wage data obtained outside a
locality for which a survey is made in fixing wage
schedules for prevailing rate employees in the locality.”
The propricty of shifting the cost of services performed
by meat and poultry inspectors on an administratively
declared holiday from the Department of Agriculture
to the firms that received the benefit of the services
was determined in a decision to the Secretary of Agri-

culture.” The methad of con li:lg the Pay and retive-

ment annuity deductions for reemployed annuitants
who are hired as experts or consultants on a when-
actually-employed basis without a regular fixed work
schedule was the subject of another civil pay decision.”

The Civil Service Conmnission presented a series of
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questions for resolution concerning leave and pay en-
titlements when civilian employens are called to active
duty as military reservists or as members of federalized
National Guard units in connection with control of
civil disorders, This decision was issued on October 14,
1969.”

Contracts

Several significan® events in fiscal year 1970 will
undoubtedly be refic.ted in the Government procure-
ment process for some time to come. These events
include the enactment of the law establishing a Gov-
ermment Procurement Commission with the Comptrol-
ler Gieneral as the statutory member.! the opinion of
the D.C. Court of Appeals in Scanicell Laboratories,
Inc. v, Thomas,'" and the District Court action in
A. G Sehoonmaker Co., Ine. v, Resor, ot alt*

Government Procurement Commission

Even before the Procirement Commission had been
completely selected. the Compuroller General desig-
nated the General Counsel to handle legal matters
with the Commission. The Office staft has had fre-
quent meetings with Commission stafl and assisted in
the preparation of necessary backup material for the
suggested areas for study.

Scanwell

In the Seanweell decision the Court of Appeals for
the District of Columbia Circuit ruled that an unsuc-
cessful bidder had a standing to sue in the courts. Here-
tofore unsuccessful bidders on Federal procurement
hadl no such standing to sue.

The Scaniell case involved an invitation for bid
issued by the Federal Aviation Administration for navi-
gational aid equipment for installation at airports.
Scanwell, the second low bidder, protested that Air-
borne Instruments Laboratory, a division of Cutler-
FHamumer, the low bidder, did not meet the certification

requircments, Since there was urgent need for the

equipment, a contract was awarded on February 19,
1969, On March 3, 1969, Scanwell filed complaint in
the District Court to enjoin the contractor and FAA
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from proceeding. Meantime, on March 17, 1969, the
Fairfax County (Virginia) Chamber of Commerce, an
interested party, protested the procurement to GAO.
On March 24, 1969, the District Court dismissed the
suit on grounds of lack of standing and Scanwell
appealed.

On July 3, 1969, GAO upheld the validity of the
award on the basis that, although the certification re-
quirement was unclear as to whether it went to the
responsiveness of the bid or bidder responsibility, a
contract had been awarded and no bidders had been
prejudiced by lack of clarity. Hence, the administra-
tive determination was not overturned.’ Eleven
months after the complaint had been filed, the Appel-
late Court decided that the bidder had a right to sue
and remanded the case to the District Court for con-
sideration on the merits. By the end of the fiscal vear
the outcome of the case had not been determined. The
General Counsel and stafl’ were actively assisting the
Department of Justice in the preparation of defenses to
the case. Such considerations as time, nature of relief.
and agency discretion are all matters for vesolution
incident to this case.

Schoonmaker

Another court action that affects the Government
procurement process and the jurisdiction of this Office
involved the issuance of a temporary injunction on
June 26, 1970, by the U.S. District Court for the
District of Columbia in the case of 4, G. Schoonmaker
Co., Inc. v. Resor ¢t al’* The injunction restrained
the Department of the Army from resoliciting bids
pursuant to a decision of this Office holding that an
award under an ambiguous solicitation where only one
bidder was given a clariflying interpretation would be
prejudicial to other bidders.” Assistance was furnished
to the U.S. attorneys in the presentation of the Govern-
ment's case before the Ceurt. The outcome of the ap-
pellate action had not been determined at the end of
fiscal year 1970.

The impact of these court actions has had no notice-
able effect on the number of protest submiissions being
received in the Office.

Inasmuch as the bid protest forum is presently heing
considered in the courts, Ly the Commission on Gov-
ernment Procurement, and by professional and busi-
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ness associations, a statistical summary of the number
of bid protest decisions rendered in fiscal year 1970
by department and ageney follows.

MUMBER OF DECISIONS RENDERED DURING FISCAL
YEAR 1970 ON BID PROTESTS

e partneent Tulal
Agency for International Developiment 1o
Agriculture I3
Air Force TH
Ay - - (BLU})
Civil Service Conmission. | . 1
Commerce., . 7
Defense | . : 23 g 2
Defense Supply Agency 62
District of Columbia Govermment. . . 4
General Services Administration . . 2
Govermment Printing Office, . . 1
Health, Education, and Welfare. . .. L]
Housing and Urban Development. . i il
Interior, . .. . 10
Justice, - 2
Labor. ; : I
AMarine Corps. .. L]
National Aercnautics and Space Administration . 15
National Capital Housing Authority. 1
Navy ... 127
Office of Economic Opportunity. . 2
Post Office Department . 6
Small Business Administration . ]
Tennessee Valley Authority I
Transportation . . N R i2
Treasury 2
United States Information Ageney . 2
Veterans Admninistration . . : [
Protests denied ., . 44 i a4 348
Protests sustained , . . . 33

Total.. ... . . LK

Many of the contract decizions rendered during a
fiscal year establish guidelines for the procuring agen-
cies and for persons and finns desiring to do business
with the Government.

The matter of providing realistic delivery informa-
tion in invitations and solicitations has been the subject
of 2 long line of decisions. A recent decision in which
new delivery guidelines were suggested was one to the
Secretary of the Navy recommending that, in the pro-
cureiient of supplies that are to be shipped o overseas
destinations and are to be loaded aboard a vessel from
wncks, port handling charges be ascertained in ad-

vanee and detatied in the invitation !
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One of the controversial issues in negotated pro-
curements concerns the extent that discussions should
be conducted with offerors. A bid protest reviewed at
the request of the Department of the Navy involved
the question of whether negotiations in a sole-source
procurement should be opened to a new sowrce when
an additional evaluation factor was included along

cations. It was concluded that de-
nial of Turther discussion with the new source or any

with changed spec

other responding source would be prejudicial to the
new  souree’s ¢

npetitive  position. The  guideline
thereby established was that discussions should  be
conducted with all responsible offerors, even those
whose proposals may be technically nonresponsive if
such discussions might be “meaningtul,” depending
upon whether a particular offeror is considered to be
withina “competitive range.” '

While the jurisdiction of the Aymed Senvices Board
of Contract Appeals (ASBCA and the jurischiction of
this Office are only infrequently invoked i the same

case. such a confrontation was brought into focus in
a decision invelving the application of a Marvland
sales and use tax. Following an ASBUA decision con-
cluding that o contractor who had not included the
Maryland sales and use e m his bid price, notwith-
standing that both the 1FB  Invitaton for Bid - and
the contract reguired the inclusion of the @ shoula
not be required o refund the amount of wx o the
Government, the disbursing officer subimitted the mat-
ter to the Ofce for determination. Upon seview, it
was held that o permit the bidder o avoid rejection
of his bid and obtain an award by bidding on a wx
inclusive basis and then, after award of the contract,
to contend he exe

led the tax from his prive would

have resulted in permiitting him to enjoy a competitive
advantase over other hidders and would have been
tansamount o allowing him o aveid his responsibili-
ties to refund the tax 10 the Government. Therefore,
it was concluded that the ASBCA decision was er-
roneous and pavinent as directed by the Board's deci-
sion should not be made o the contractor

Through the bid protest forum., cases of void and
voidable contracts that have been executed by the Geas
ermment agencies are questioned. In such situations,
the kiml of remedial actor presents dificult deternue-
nations depending on the advancement of the contract
performance and the habiline of the Government

To illustrate, as a result of the subimission of o pro-

8 Canngy, bien s
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test by an unsuceessful bidder for a concession opera-
tion contract. the Offiee conducted an independent
nvestivaton and comprebensive o

woof all lactors
relating to the current and prior contracts. This study
resulted in a determination that the contract had been
exccuted without compliance with the statute requiring
proposed concession contracts, such as involved in that

Vi

cast. to be transmitted to appropriate committees of
Congress before award.™

The remedial action recommended in the case of an
award by the General Services Administration to a
small business fin who 2 davs after award merged
with a large business concern, was termination of the
contract for the Govermment's convenience, The bid-
der was deteriined o have been ineligible for award
on the basis that the mereer agreement antedated the
contract. The termination of the award was the appro-
priate remedy o ellectuate the purposes of the Small
Bus

Another sienilicant decision with respect to the small

ness Act

business prowriun was one rendered at the request of
the Alministation, Alwer an exhaostive study of the
Basic statutes it was concluded that the simall business
procurement activities could properly be extended 1o
mehude construction contracts.?

The impact of the postal strike on bid opening proce-
dures was reflected in a decision in which it was noted
that the Deparnment of Delense had instructed its
procuting activities to delayv bid openings pending reso-
hution of the mast delivery jll’lll)il'lll:’s unless the |'t‘<]t1il‘l'-
ments of the procurement would not permit such
delav. Further, DOD instructed its personnel that if
apening could not be postponed, available bnds would
be opened and award made onlv il it was determined
that there wis adeuate competition. Notwithstanding
that the protestant who submited the lae bid con-
tendhedd that the strike was i the same reahn as an
“act of God™ the weishit of legal authorities precluded
adeption of this view.™

Subgequently, the salugoy aspects of the Department
of Defense ditective concerning steps to be taken in
postal stnke situations were suggested 1o the Federal
Procurement Regulations stadl for inclusion in the

civilian counterpart of the Armed Services Procure-

ment Regulation.™

R
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Military Pay and Allowances

Like decisions on civilian personnel mauers. the
decisions drafted by the attorneys in the military
groups involved many different fields of law., interpre-
tation of old as well as recently enacted statutes, and a
myriad of administrative regulations and directives.

Significant among the military decisions was a deci-
sion to the Sceretary of Defense concerning hostile
fire pay rights of members of the u
who are hospitalized for wounds caused by “hostile

iformed services

fire.” It was concluded that the basis for secretarial
determinations should be based on the military casualty
regulations.”

Each year interpretations are requested concerning
whether retired military personnel employed by pri-
vate business firms are performing services that consti-
wte “selling” which is proseribed by statute. The
employment of a retired Air Force officer as a small
business representative for several manufactuvers of
industrial and aerospace products was held to consti-
tute selling within the prohibition and, therefore, re-
tired pay benefits must be withheld during such
employment.*

Conflicting divoree judgments were interpreted in a
decision to the Air Force concerning the right of a de-
ceased officer’s widow to a G-months’ death gratuity
payment on the basis of a decree invalidating a previ-
ous .divorce granted the officer in a foreign state. "

In the area of military travel and unansportation,
decisions were rendered interpreting the limitation
on dislocation  allowance  pavments  in cases ol
amended orders necessitating the establishment of two
residences within a fiseal vear.” the liability of members
of the uniformed services for costs of shipping excess

weight of household goods by a cirenitons route when

change of station orders are mmended,”™ and the pro-
priety of a proposed amendment to the Joint Travel
Regulations to authorize temporary lodeing allowances
when dependents of members of the uniformed serv-
ices are required o move from an overseas residence
when the member is hsted 10 amissing status,™

A unigue question presented for consideration con-
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cerned the propricty of the aceeptance of rewar

money from a foreien covermment. While an Air Foree

ofhcer was temporarily assiuned o a U8, Training
Team in Colombia he assisted in the capure of con-
traband material being simugaled inte that country frons
Panama. Under Colombian law the informant is en-
titled to a part of the proceeds froms the sale of the
property. In accordance with applicable law and prior
decisions it was held that the award monies were prop-
ertv for deposit to the Treasury of the United States,
since the efficer would be precluded from aceepting
the reward under the constitutional prohibition against
acceptance of foreign emoluments.

Legal questions in connection with the phase out oi
Reserve Officers” Training Corps programs at colleges
and universities are ilastrated ina decision to the Sec-
retary of Delense concerning propricty of paviments 1o
members of senior Reserve training sroups whe partic-
ipate i aceclerated programs during the third aca-
demic vear becanse of termimation of the programs in
their senior vear™

Appropriations and Miscellaneous

Decisions prepared in this assicnment are as varied
and complex as the activities of the Government it-
sell. Many decisions involve the relatonship of the
Federal Govermment with State and local governments.
For example. a decision was issued to the Coast Guard
coneluding that under the Federal Government's con-
stitttional immunity {rom axation by the States, the
LS, Coast Guard Academy at New London, Conn..
WIS Nl fromm li;l])ilit}' for o spwer service 1ax as-
<essecl by the citv on property owners.™

Similarle. the application of the Federal immunity
rule was invoked in a clabm of a State drainage dis-
pict for an assessnient against property occupied by
A Army amnition plant. The matter was resolved
by authorizing payiment for the fair and reasonable
valte of the services actaally furnished o the United
States.

Hlustrating a0 decision resolving a controversy be-

tweent two Goverment avencies was o decision to the

gil L8t
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Department of the Interior concluding that the Corps
of Engineers. secking reimbursement for danages to
Elmer City Park caused during construction by the
Burcau of Reclamation of Grand Coulee Third Powes
Plant. could not be paid. The premisc for this conclu-
sion was the longstanding rule that one exeeutive de-
partment may not reimburse another for usc of real
property damaged by another ageney.™

The Secretary of Health, Education, and Welfare re-
quested an advance decision as to whether the Na-
tional Air Pollution Control Administration  could
purchase specially designed automohiles for testing air
pollution prevention devices without violating the
maximum statutory price limitation on the purchase of
passenger automobiles.*

Frequently decisions of the Comprroller General re-
veal a need for remedial legislative action. For m-
stance, at the request of the Small Business Adminis-
tration, its authority for extending a minority and
cconomically disadvantaged citizens proaram so that
small business imvestment companies could participaw
with SBA under the cuaranteed loan programn was re-
viewed and found to preclude such extension.™ Bills
to provide SBA with the necessary authority have been
introduced in Congeress but have not been enacted intn
law.

The Administrator of Veterans Aflairs subimitted for
decision several questions arising under an interagency
hospital administration training contract with a pro-
fessor of hospital administration at The Georee Wash-
inaton Universitv. The statutory authoritivs and pro-
hibitory statutes were reviewed to deterine the legal-
ity of the contract and the particular appropriations
available for obligation of contract costs.™”

Similarly. the Departimient of Justice requested an
advance decision as to whether. under the Omnibus
Crime Control and Safe Streets Act. the Law Enforee-
ment Administration had authority to make direct
grants for law improvement programs to units of local
sovermment,*

Pursuant to a reconunendation by the House Com-
mittee on Appropriations (FH. Rept, No. 91-642, ppp. 8
and 91, the General Services Administeation submitted
for decision the question of authority 1o lease space for
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cmployee parking in privately owned buildings. The
proposal known as a “parking equalization plan for
leasing space for Department of Transportation em-
plovecs was heid to be proper provided that the Gen-
cral Services Administration makes a determination
of need under the eriteria in its orders.™

Cuidelines for accountable officers were established
in a decision to the Air Force. Tt was held that a dis-
hursing officer who had ample reason to and did ques-
tion the legality of payments of per diem under ret-
roactive orders, but who then elected to rely on advice
from Jepartnental headquarters rather than to avail
himsell of an advance decision before making pay-
ments, would not be entitled to be relieved from ac-
countability,™

In addition to the preparation of decisions, many of
the reports conmenting on propased legislation are

handied by the stafl of the miscellancous sroup.

Transportation

The decisions and litication reports prepared by the
wransportation stall involve many rechnical matters re-
lating to the interpretation of tarifls and rate wnders:
computation of charges for air, motor, rail, and ocean
cariier services: and proceedings hefore reculatory
awencies and the courts,

The transpontation stafi furnished assistance in the
drafting of a new subpart o the Federal Procurement
Reoulations in recognition of situations peeuliar to the
procurement of Newht transportation services.® Simi-
larlv, lewal adviee was furnished ineident to recom-
mendations of the Joint Ageney Transportation Study
Crroup recardine the procurement of passenger trans-
portation services Tor official Government travel.

To assist the Swdv Group in s investigation of
the Teasibilite of o reconmmendation that a certification
of good order delivery by a billing carrier be substi-
tusedd for the curvent consignee’s certificate of delivery
on the standard Government bill of lading, a position
paper was prepared. In this matter it was stated that
a specitic provision of Liw as an expressed exception to
the advance payment prohibition in 31 U.S.C. 529
would be required to remove doubt as to the legality
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of the proposed certification. The stall paper sug-
gested the kind of legislative vehicle for accomplishing
the objective.™ Also in connection with carrier billing
procedure, the Military Traffic Management and Ter-
minal Service was given approval of a waiver of the
monetary limitation relating to the use of the short
form bill of lading for shipments moving into consol-
idation points.*!

At the request of the Office of the Judge Advocate
General, Military Traffic Management and Terminal
Service, Department of the Army, an informal opinion
was furnished concerning procedures for movements
of house trailers for service members under Govern-
ment bills of lading.*”

A proposal to permit Army and Air Force Exchange
Service employees to use Government transportation
requests for air transportation to avoid pavment of
the 5-percent tax was reviewed. Since the travel of
Exchange Service personnel could not be considered
within the ambit of travel on official public business,
disapproval as being in contravention of applicable
laws. regulations, and precedents was 1equired.™

A considerable portion of the assistance rendered by
the transportation groups is incident to litigation by
and against the carriers. Instructions were furnished
to the Transportation Division on the action to be
taken in motor and rail carrier misrouie cases.*’

A significant decision in the (ransportation field
rendered in fiseal vear 1970 concerned a propesal of
the Military Sea Transportation Service to use for-
cign-flag feeder ships to transport military cargo into
ports for transfer to U.S. lines furnishing container-
ship service where U.S. flag ocean carriers were avail-
able to transport the carso the entive distance. This

decision required a review of the 1904 Cargo Preference
At

The propriety of the payvinent of transportation
services by rail carriers © ¢ mulitary shipments accorded
transit privileges was highlighted in two decisions. One
of the deci

ons involved the transit billing for ship-
ments of explosives.”™ and another involved the ship-
ment of a communication outht: both shipments were
for the Department of the Army.*™

A “Transportation Manual” containing statutory
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authoriev, court case precedents, adimnistrative regu-
fations, and digests of decisions was prepared and dis-

tributed during the vear.

DECISIONS AND OTHER LEGAL MATTERS HANDLED
DURING THE FISCAL YEAR 1970

Assigniment areas:

Appropriations and Miscellaneous 2]
Civilian Personnel ; il
Contracts . 1. 54
Military Pay and Allowances (R
Transportation Hilh
Subtotal, 40
Private Inquiries. HiE]
Toral g [T

Legishiive and Tegal reports furnished to commitiees and Mes
bers of Congress and the Burcan of the Budeer tincluded
in the above statistics on decisions and other legal matters )

To the connnittees of the Congress:

Legislative reports. . . 43
Lepal matters : 48

To Members of the Congress:
Legislative reports . 2
Lewal matters. 215
Subtotal. : : 704
To the Bureau of the Budger 64
Total e = : 766

Legal Reference Services

Beparoments and agencies are kept informed of
significant -ecisions as they are issued by the general
distribution of advance vopies, digests. and the pub-
lication of . onthly pamphlets. An annual volume of
published de~isions is compiled each year.

Information on unpublished decisions is made avail-
able o Government agencies and libraries by distri-
bution of quarterly digest pamphlets on the following
subjects: (11 Appropriations and Miscellaneous, (2)
Civilian Personnel, (3} Contracts, (4) Pay and Allow-
ances of the Uniformed Services, and (3) Transpor-

tation. Copies of decisions are available from the Public
Information Desk maintained in Room 7310,

A cumulative citation and subject card index is
maintained on all decisions. Research services are
furnished upon request. During fiscal year 1970, the
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IEGAL CASES PREPARED 8Y OFFICE OF THE GENERAL COUNSEL

. " [ " [ " [ 1 M " . ' .

vecisions [o:

HEADS OF DEPTS,
AND AGENCIES

CERTIFYING
OFFICERS

DISBURSING, FINANCE
ETC, OFFICERS

CLAIMANTS

OTHERS

LITIGATION PEPORTS

NEFICE EMORANDUMS

Reviey oF AupIT
PEPORT URAFTS

TOTALS

il

Index-Digest Section stalf handled 3.300 research
inquiries.

All decisions are furnished to the LITE (Legal In-
formation Through Electronics) activity, operated by
the Staff Judge Advocate at the Air Force Accounting
and Finance Center at Denver, Colo.

The Index and Files Section recorded and ana-
lyzed 12,595 pieces of incoming correspondence and

116

3,952

i

1970

dispatched 22,249 decisions. reports. and letters. The

1969

Index and Files Section prepares a daily incoming
corvespondence report to keep the offices and divisions
advised of incoming matters.

The Library which serves all offices, divisions, and
branches of GAQ as well as other agencies located in
the GAO building, handled 5,077 requests for refer-
ence services. The annual inventory indicated a total



of 61,105 bound volumes, looseleal publications, and
pamphlets and magazines.

The Legislative Digest Section prepared 5,860 leg-
islative history files on all public and private bills in-
troduced in the Second Session of the 9ist Congress,
and processed requests for reports on 504 bills from

LEGAL SERVICES

congressional committees, Members of Congress, and
from the Burcau of the Budget.

A special compilation of the legislative history of
the law establishing the Commission on Government
Procurement was prepared for the use of GAO person-
nel and the Conmmission stall.

117






CHAPTER TEN

PERSONNEL ADMINISTRATION

General

A personnel management system comprises many
programs and functions. In the General Accounting
Office, the Office of Personnel Management is responsi-

ble for developing, implementing, reviewing, and eval-

uating personnel management policies, practices, and
procedures and for ass

ing and advising the director-
ate, managers, and supervisors in carryving out their
personnel management responsibilities.

Recruiting, Training, and
Staff Development

To effectively discharge the responsibilities placed
upon the General Accounting Office by the Congress,
it is essential that GAO maintains the high quality of
its professional accounting, anditing, and investigative
AO continued its

sta/f. With this objective in mind,
intensive reeruitment program at colleges and univer-
sities throughout the country. Reeruiters visited 515
campuses in an effort to interest quality students in a
career with the General Accounting Office.

After reporting for duty, the newly hired college
eraduate is assigned to a specially designed training
program to orient him to the activities of the Federal
Government and, particularly, to the work of the
Office. This approach bridges the gap between his col-

PERSONNEL ADMINISTRATION

lewe education and his audit and management review
assigmments. In addition, the stafl” member, as he pro-
gresses with the Oftice, will participate in various pro-

tessional training programs. These courses are desiened

to increase the professional tlents of the individual
stall member so that he may wore effectively carnry

ont his assiginents and o improve the professional

skills of the stall as a whole, These courses are fur-
ther destened 1o specifically fic the needs of stafl’ men-
bers at supervisory levels by keeping them informed of
professional and technelogical advancements in the
fields of management, accounting, auditing, and man-
agement anditing. As an adjunct to this traming, GAQ
encouraees stall members to further develop their skills
through participation in professional organizations.
Leading educators from our foremost universities
continued 1o assist the General Accounting Office in
formulating and adjusting its program o obtain, de-
velop. and retain an oustanding sall of professional
As a result of their advice
r, GAO is indebied o the

actountants and auditor
ilnd "(.-Ilnhl'l (ll“'inﬁ El"'
following edurator-consultants:

Flovd A. Bond, Dean. Graduate School of Busi-
ness Adiministration. University of Michigan.

Jolm W, Buckley,
Information Svstems, Graduate School of Business
University  of

Chairman,  Accou

Administration, Califorma, Los
Angeles.

John E.
School of Business, The Florida State University,

Champion, Professor of Accounting,

W. W, Cooper, Dean, School of Urban and Pub-
lic Affairs, Carnegic-Mellon University.

Robert W. French, Professor of Economics and
Management, Ilinois,
Circle.

Paui V. Grambsch, Dean, School of Business Ad-
ministration, University of Minnesota.

C. Jackson Gravson, Dean, School of Business Ad-
ministration, Southern Methodist University.

Frank S, Kaulback, Jr., Dean, McIntire School of
Commerce, Unive

University  of Chicago

ty of Virginia.

Harry M. Kelly, Associate Dean, School of Com-
meree, New York University.

Ossian MacKenzie, Dean, College of Business
Admini

ion, The pl'!’lilsl\'!\'ﬂili'.\ State Uni\'el'sit}'.
James R, McCoy, Dean, College of Administrative
Science, Ohio State University.
Herbert E. Miller, Professor, Department of Ac-
counting and Financial Administration, Graduate
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School of Business Administration, Michigan State
University.

Alfred M. Pelham, Assistant Vice President for
Finance and Associate Professor, Wayne State Uni-
versity (Retired).

Frank P. Sherwood, Director, Federal Executive
Institute, U.S. Civil Service Commission.

Recruiting—Professional Staff

At the close of the fiscal year, the professional staft
comprised approximately 60 percent of the total Gen-
eral Accounting Office work force. Tt is expected that
this ratio will continue to increase in fiscal year 1971.

Separations for the accounting and auditing staff
totaled 374, including 70 transfers. Also included in
this total are 114 military separations and furloughs.
Most of these are expected to return to the Office upon
completion of their obligation,

Four hundred and seventy-two employees were
atded to the accounting and auditing stall. Of this
number, there were 358 new appointees, 17 transfers,
a4 military returnees, and 13 others. The net gain was
a8 stall members, bringing the total accounting and
auditing stafl to 2,782 employees.

In its continuing effort to broaden the base of its
accounting and auditing stafl and to supply an ex-
pertise in other disciplines, GAO has extended recruit-
ment cfforts to include graduates with academic
backgrounds in nonaccounting areas. Of the 213 non-
accounting positions filled during this recruitment year,
74 of the appointees majored in business administra-
tion’; ‘48 in management: 42 in economics; 14 in mar-
keting: 13 in finance: five in international business:
five in engineering; two cach in mathematics, trans-
portation, andhistory ; and one each in systems analysis,
operations research, industrial relations, cybernetics,
government, and personnel management.

" Twelve new attorneys and law clerks were employed
during the vear. GAO will continue to recruit a lim-
ited number of attorneys to replace those lost as a
result of transfers, retivements, and other separations.

To acquaint faculty members and administrative
officers’ of “various rolleges and universities with the
professional quality =f its work and to obtain their as-
sistance in-the rec uitiment of promising students, GAO
continued its serics of joint faculty mectings. This year
nine sessions were held, which were attended by 93
selected faculty members and college placement offi-
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cers from colleges and universities throughout the
country.

GAO also continued a program for joint meetings
with selected students to acquaint them with its ac-
counting and auditing operations. Three such meet-
ings were held in various regional offices and one in
Washington. in which a total of 48 students from
various universities and colleges participated.

The two charts on page 121 graphically portray the
general success of recruiting efforts and reflect the con-
tinued steady growth of the professional staff over the
past 10 years.

Recruiting—Technical Staff

The fiscal year 1970 saw a slight reduction in the
adjudicator stall. In an effort to compensate lor the
loss of experienced adjudicators, GAO continued its
program to recruit traince adjudicators at the grades
(iS-5 and GS-7 levels, Ten additions to the adjudi-
cator siafl’ were made under this program during the
year. GAO also continued to recruit freight rate spe-
cialists from an unassembled lreight rate specialist ex-
amination for positions in grades GS-7 and GS-9.
Additions to the freight rate specialist stafl from this
source totaled 22.

Recruiting—Support Staff

GAO is confronted with the ever increasing need
for competent secretavial and clerical personnel to
stafl new and expanded programs and as veplacements
for the turnover which can normally be expected in
work of this nature. With the growing competition
for qualified employees in these fields, GAQ s given
constant impetus o revise and expand is efforts aimed
at attracting and retaining the highly gualified support
stafl so essential for the efficient and elfective opera-
tion of the Office. A revised approach to this prob-
lem was developed. Teinelades (11 a standing commit-
tee of expert aced senior secretavial stall members to
provide pracical advice on ways and means of en-
hancing recruiting eflorts and of veducing turnover
through inereased and higher quality training both on
the job and in the classroom, and through improve-
ments in the working envivonment and {21 a positive
program for on-site recruiting at local seeretarial and
business schools o be conducted by GAO's placement
staff in conjunction with representatives ol its scere-

warial committee. In addition, a special recruiting bro-
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PERSONNEL ADMINISTRATION

chure, devoted entirely o the seerctarial field, was
prepared to acquaint a broad audience of qualified
candidates, not only in the Washington mewropolitan
area, but also throughout the Nation, with the oppor-
tunities avaiiable in the General Accounting Office.

Staff Development

The Office has encouraged cach employee 10 con-
tinue his professional development. Staff members panr-
ticipated in a balanced mixture of training and ca-
reer development programs, including on-the-job and
mternal classroom wvraining and  training  available
through private industry, collea=s, universitics, and
other Federal agencies.

TRAINING GIVEN THROUGH GENERAL
ACCOUNTING OFFICE FACILITIES
1. Programs for Professional Staff

a. G870 Training Program. This program is de-
signed to orient new professional staff members to the
organization, functions, policies. and procedures of
GAO and to the fiscal, legal, accounting, and man-
agement processes of the Federal Government. This
16-day program bridges the gap between education ob-
tained in college and the more specific professional
knowledge required on actual audit assignments.

b, Intermediate Career Development Program. This
10-dayv course is given to stafl members with from
1 to 2 yvears of experience in the Office. The subject
mtter includes more advanced appreaches to the tech-
niques of auditing—obtaining evidence, interviewing,
writing, and analyzing findings. The program is de-
signed to reinforce the stafl member’s understanding of
GAQO's audit practices and basic auditing rechnigues.

c. Advanced Accounting and Auditing Study Pro-
gram. The objective of this program is to improve staft
performance on daily assienments and to help those
preparing to take the CPA examination. It includes a
comprehensive review of accounting theory and prac-
tice. auditing, and commercial law.

d. Federal Action and the People of Our Cities. The
ational Institute of Public Affairs has cooperated in

sponsoring this 1-weck seminar. Tt stresses the need for
coordination of Federal programs in cities. Subjects
discussed by a panel of experts include the urban con-
dition: government in a metropolis; mnodel cities: pur-
poses and problems in community action, manpower
programs, public education, transportation, health
programs, public assistance. and law enforcement
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assistance; life in the inner city; and a survey of how
city dwellers view the Government, Participants are
representatives of Federal, State, and local govern-
tirents and senior stafl members of GAQ.

e Sydeny Analysis. The objective of this 2-week
survey course is to introduce students to analvtic tech-
nigues which can be used in auditing. The course is
designed o help auditors recognize where analvtic
techuiques can be applied and where the techniques
have not been correctly applied.

2. Other Programs

a. GAO Orientation. Throueh this 3-hour prograni.
all new employees are oriented to the organization,
functions. policies. and procedures of GAO involving
personnel matters. It also includes a review of em-
plovee righis, benefits, and responsibilities.

b. Baste Supervision. Tl
duction to basic concepts ol effective supervision. Upon

10-day course is an intro-

assiing supervisory responsibilities, each staff mem-
ber partieipates in this course which covers a variety
of supervisory techniques. reviews models of super-
visory systems developed in the past, and introduces
recent developments in supervisory methods.

c. Report Development
workshop is designed (1

Workshop. This S-day
to sharpen the report de-
velopment skills of GAO stall members and (20 1o
facilitate the development of better reports within a
shorter time frame. Concepts discussed in the workshop
include job and product planning, evidence, psy-
chology of communication, oreanization of reports,
style, editing, and the logie. svntax, and grammar of
the English language.

d. Wnting Skills Workihop, This 2-day seminar
supplements the Report Development Workshop and
has some of the saine objectives, The seminar is de-
sicned Lo improve coordination and conmmunciation
and to help
audit and administrative teams to improve their ability

between the writer, reviewer, and reader

to write clear, logical, and accurate fetters and reports.
e. English Refresher Cowrse. This is a 3-week, 18-
hour course desiened Tor clerical. administrative, and

seeretarial emplovees, In addition o a concentrated
Enclish grammar review, the course includes a dis-
cussion of techniques in proofreading and introduces
the hasic principles of business writing.

{. Better Office Skills and Sevvices (BOSS). BOSS
is a seminar-workshop designed for clerical employees
GS-2-6GS-1. The program consists of 8 hall-day ses-



sions in which the emplovee works out programmed
assignments and problem sitnations that would nor-
mally be encountered during an 8-hour workday. This
course was developed by the Civil Servive Commission
and has now been adapted for use in GAO.

PERSONNEL ADMINISTRATION

g. Shorthand Refresher. This course consists of 24
hours of concentrated review of Gregg shorthand prin-
ciples and correct transeription procedures. Itis supple-
mented by dictation practice to improve speed and a
review of punctuation and spelling rules.

SUMMARY OF TRAINING GIVEN THROUGH GENERAL ACCOUNTING OFFICE FACILITIES

Nune of Uaining progous

Taoral mumbe

Length of progran attetding pyoagran:

Programs for Professional Staff

1 GS-7—9 training program. 16 days 328
3 Intermediate training program. .. 10 davs. | al
Advanced accounting and auditing study program:
! Washington. . .. + months 81
Regional Offices:

| Boston.. . ... ... ... . .do 22

I Cincinnati, .do 20

2 Federal action and the proplr uf our cities .. 5 days. 26

3 Systems analysis. . . 10 days. ., ol

Other Programs

4 GAO orientation. ... 3 howrs 320

4 Basic supervision. 10 days a4

15 Report rlf'\c!oplncm W orkshup o duys. 238
2 Writing skills workshap . 2 days 34

4 Programs for secretarial, clerical, nud administrative stafl’ Various 86

Total. . 1.427

TRAINING GIVEN THROUGH AGENCY OR
NON-GOVERNMENT FACILITIES

The need for keeping pace with and adapting to
the rapid changes in the professional disciplines rve-
quired in GAO's work presents a continuing challenge.
Because it is not {easible to conduct in-house training,
especially Tor the highly technical and specialized areas
of GAO work, to meet this challenge, stafl members
are assigned to formal training programs conducted by
colleges, universities, various professional organizations,
and other Government agencies, including the Civil
Service Comumnission,

The special training of stall’ miembers in the audit
responsibilitics and technigues in an ADP systems en-
vironment is provided through a course conducted by
the Civil Service Commission, The Office assigned two
professional stafl members on a full-time basis 1o assist
in the presentation of this cowrse, Seventy-three staff
members attended this program during the fiscal year

1970 in eif
GAQ «

nuanagen

D.C.,

members teok part

or Palo Alto, Calif.
advanced

Washington,
in either

or executive development programs con-
Harvard University Graduate School of
Business Administration, Stanford University Graduate
School of Business, Cornell University Graduate School
of Business and Public Administration, and the Uni-

ducted !

versity of Pittsburgh Graduate School of Business.

In addition, three stall members were sent to a mid-
carcer educational program for systematic analysis.
This full year program will enable GAQ to increase its
professional capability in the area of planning, pro-
grammung, and budgeting systems. The staft members
who have attended assist the Office in waining others,
assist the avditstall on specific problems, and cooperate
with the agencies in the area of systematic analysis.

A number of emplovees attended programs, such as
the Federal Executive Institute in Charlotiesville, Va.,

the Industrial Colicge of the Armed Forces, the Execu-
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tive Seminar Centers at Kings Point, N.Y., and
Berkeley, Calif., the Brookings Institution Conference
for Federal Executives, and an Intergovernmental
Affairs Fellowship program sponsored by the Civil
Service Commission in cooperation with the Brookings
Institution.

To provide for specific operational needs, staff mem-
bers were assigned to various programs given by the

Civil Service Commission. A total of 214 stafl members
were assigned to Civil Service Commission training
courses in the following subject areas: automatic data

processing; planning, programming, and budgeting;

management  and  supervision; and miscellaneous
courses.

A total of 1,068 stall members attended various
training programs in other Government agencies and
at colleges, universities, and service institutions. Of
this number -H 4 auttended callege evening classes, dur-
ing nonworking hours, in order to update their knowl-
edge in such subject matter areas as mathematics,
statistics, management, economics, law. and electronic

data processing.

SUMMARY OF TRAINING GIVEN THROUGH AGENCY OR NOM-GOVERNMENT FACILITIES

Number
uf limes
given

Civil Serviee Commission

| Intergovernmental affairs fellowship program (with Brookings Institution ).
11 Principles and practices of auditing in the ADP systems environmient

5 Federal Executive Institute. .

47 Seminars: Executive development, management, ‘mr.l AP

i1 PPB systems, statistical smnpling, and systems analysis
7 Personnel management, such as EEQ, staffing, cte
342 Miscellancous courses  including  supervisory
secretarial.
Department of Defense

1 Industrial College of the Armed Forces

29 Miscellaneous courses including operations research, contracts, research develop-

ment, management, etc.

training.

Length of program Total sambne

otlending program

3 months. . a

15 davs .. . 74

Various. . .. ]

.do. 2

.do. . 28

3-5 days. . #

communications, and  Various . 42

Other Government Agencies/Manufacturing Companies

2 Foreign Service Institute
42 Data processing courses. ..
4 Aliscellaneous subject arcas. .

Ll

Institutions, Service and Professional Organizations

19th Annual Syinposium, FGAAL
S51st Annual Conference, NAA

e,

Conference for Federal exccutives on business operations

Miscellancous subjeer arcas, such as CPA review, u\al!\cm.-trc\ management, ADP,

Colleges and Universities

I Sununer institute for Federal executives.
1 Educational program in systematic analysis.
76 Various management development and re I.;t!_‘d Programs
Accounting and related disciplines
16 Automatic data processing . . . .
Il Law and contracts. ..
22 Miscellaneous. .

|

3

31 weeks ., 2
Varions v 133
do 44

40 hours 1
10

4

Various 201
2 weeks . S 1
Y omenths. . =5
Virious 1661
Senie i 136
da . 3 30

Ltk 17
Various . 77
1. 068



Professional Development
and Recognition

During the past year, 60 staff members passed the
CPA examination. During the same period 33 em-
ployees received CPA certihicates and two CPAs joined
GAO's stafl. Four hundred and eighty-six stafl mem-
bers are now certified public accoumants, and 83
others have passed the examination and will receive
certificates  when they complete their experience
requirements.

Most States now recognize the professional nature
of the work of the General Accounting Office and
accept GAQ experience as meeting their eligibility re-
quirement for a CPA certificate. Two hundred and
cighty-four members of GAO's stafl have obtained
their CPA certificates on the basis of GAO experience
or education, or both. The Office is constantly working
with State boards of accountancy and committees of
professional organizations to keep them informed on
the professional quality of GAO's work. Hopefully,
soon all States will recognize GAQ experience. The
trends in that dircction have been encouraging.

Personnel Operations

An overall review and evaluation of policies, ob-
jectives, and operating practices and procedures has
been made in such functional areas as position classi-
fication and pay administration, performance evalua-
tion, equal emploviment opportunity, the disposition ol
administrative appeals and incentive
awards, employee health benefits, personnel security,
and other related administrative functions and services.

In cencurrence with a Presidential memorandum

grievances,

PERSONNMNEL ADMINISTRATION

dated October 9, 1969, and the directives of the U.S.
Civil Service Commission, preliminary work was begun
on the design of an internal system for personnel man-
agement evaluation to be implemented on an annual
basis. This evaluation svstemn should result in a com-
prehensive review of personnel management programs.
A “Summary of Objeciives, Management Techniques
and Potential Measurement Tools” which will serve
as a framework for the system has been submitted to
the Givil Service Commission for its review. and addi-
tional work is being undertaken to develop an operat-
ing format for the actual on-site reviews.

Other program activities of special interest include
GAO’s Action Plan to implement Executive Order
11478 (Fgual Employment Opportunity). As a work-
ing document, this Action Plan examines EEQ
achievements and further goals in the context of per-
sonuel management, yecruitment, and personnel de-
velopment. As an adjunct to the issuance of the Action
Plan, the Director of Equal Emplovment Opportunity
for the General Accounting Office appointed addi-
tional EEO officers and counselors under the program.

An Acuon Plan was also |Jr|:|1;1l'(.'(| in response to the
President’s memorandum on “Youth and the Federal
Service.” This Action Plan examines GAO programs
relating 1o such matters as manpower forecasting,
career development, student employment, and assisi-
ance to schools. As a part of this plan. action items for
further program emphasis were pinpointed.

Under long-range programs for the computeriza-
tion of day-to-day records control and processing func-
tions. the Assistant to the Director for Data Manage-
ment, in conjunction with various GAQO stafls, has
conducted further pilot work with the newly installed
computer {aci
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EXHIBIT 1

LEGISLATION ENACTED DURING FISCAL YEAR 1970 RELATING TO THE WORK
OF THE GENERAL ACCOUNTING OFFICE

AUDITS

Airport Development Program

Airport and Airway Development Act of 1970, Pub-
lic Law 91238, approved May 21, 1970, 84 Stat. 219,
contains the following access to records and audit
report provisions:

Sec. 26. Access to Records,

fa) Recordkeeping Requirements.—Each recipient of a
grant under this part shall keep such records as the Secre-
tary may prescribe, including records which fully disclose
the amount and the disposition by the recipient of the pro-
ceeds of the grant, the total cost of the plan or program in
connection with which the grant is given or used, and the
amount and nature of that portion of the cost of the plan
or program supplied by other scurecs, and such other records
as will facilitate an effective audit.

(b) Audit and Examination.—The Secretary and the
Comptroller General of the United States, or any of their
duly authorized representatives, shall have access for the pur-
pose of audit and examination to any hooks, documents,
papers, and records of the recipient that are pertinent to
grants reccived under this part.

{c¢) Audit Reports.—In any case in which an independent
audit is made of the accounts of a recipient of a grant under
this part relating to the disposition of the proceeds of such
grant or relating to the plan or program in connection with
which the grant was given or used, the recipient shall file a
certified copy of such audit with the Comptroller General of
the United Stales not later than six months following the
close of the fiscal year for which the audit was made. On ar
before January 3 of each year the Comptroller General shall
make a report to the Congress describing the results of each
audit conducted or reviewed by him under this section dur-
ing the preceding fiscal year. The Compiroller General shall
prescribe such regulations as he may deem necessary to carry
out the provisions of this subsection.

(d) Withholding Infoermation.—Nothing in this section
shall authorize the withholding of information by the Seere-
tary or the Compiroller General of the United States, or any
officer or employee under the control of either of them, from
the duly authorized committees of the Congress. (84 Stat.
233)

House Beauty Shop

The Legislative Branch Appropriation Act, 1970,
Public Law 91-145, approved December 12, 1969, 83
Stat. 338, established a revolving fund for the House
Beauty Shop and provided for an audit by GAO as

follows:
L o 4@

Effective the first of the month following approval of this
Act, there is established in the Treasury of the United S:iates
a revolving fund for the House Beauty Shop. The revolving
fund shall be self-sustaining. The net assets of the Shop on
the effeetive date of this section shall constitute the capital of
the fund and the existing labilities shall be paid from the
fund. All moneys thereafter received by the House Beauty
Shop from fees fur services or from any other source shall be
deposited in such fund: and moneys in such [und shall be
available without fiscal vear hmitation for dishursement by
the Clerk of the House of Representatives for all expenses of
the Shop, including but not limited to the care, maintenance,
and operation of the Shop, procurement of supplies and
equipment, and comuensation of personnel.

An adequate system of accounts for the revelving fund
shall be maintained and financial reports prepared on the
basis of such accounts. The activities of the Shop shall he
subject to audit by the General Accounting Office at such
times as the select committee may direct, and reports of such
audits shall be furnished to the Speaker of the House, to the
select committee, and to the Clerk of the House. The Comp-
troller General, or any of his duly authorized representatives,
shall have access for the purposes of audit and examination to
such books, documents, papers, records, personnel, and facili-
ties of the Shop as he may deem necessary.

The net profit established by the General Accounting Office
audit, after restoring any impairment of capital and pro-
viding for replacement of equipment, shall be transferred o
the general fund of the Treasury. (83 Stat. 3473

Federal Credit Union Administration

The Act of March 10, 1970, Public Law 91-206, 8+
Stat, 49, amending the Federal Credic Union et to
provide for an independent Federal Agencs for the
supervision of federally chartered eredit unions, con-
1ained the following audit provision:

“See. 3

- L *®

“if) The financial transactions of the Administration shall

Le audited by the General Accounting Office in accordance
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EXHIBIT 1

with the principles and procedures applicable to commercial
corporate transactions and under such rules and regulations
as may be prescribed by the Compiroller General of the
United States. The audit shall be conducted at the place or
places where the accounts of the Administration are kept.”
{84 Star. 30, 12 U.5.C. 1752a)

Education Assistance Programs

The Act of April 13, 1970, Public Law 91-230, 84
Stat. 121, extending programs of assistance for ele-
mentary and secondary education, contains the follow-
ing provisions relating to audit and access to records:

“Technical Assistance

“Sec. 414,

L ] * *

*“{b) The Commissioner shall permit local educational
agencies to use organized and systematic approaches in de-
termining cost allocation, collection, measurement, and re-
porting under any applicable program, if he determines (1)
that the use of such approaches will not in any manner lessen
the effectiveness and impact of such program in achieving
purposes for which it is intended, (2) that the agency will use
such procedures as will insure adequate evaluation of each
of the programs involved, and (3) that such approaches are
consistent with criteria prescribed by the Comptroller General
of the United States for the purposes of audit. For the purpose
of this subsection a cast is allocable to a particular cost ab-
jective to the extent of relative benefits received by such
objective.” (84 Stat. 167)

“Records and Audit

“Sec. 424,

* - #*

“(b}) The Secretary and the Compiroller General of the
United States, or any of their duly authaorized representatives,
shall have access for the purpose of audit and examination to
any books, documents, papers, and records of the recipients
that are pertinent to the gant or contract received under any
applicable program.” {84 Stat. 170)

“Auditing and Review of
Advisory Council Activities
“Sec. 437,

a * -

“(b) The Comptroller General of the United States, or any
of his duly authorized representatives, shall have access, for
the purpose of audit and examination, to any books, docu-
ments, papers, and records of each statutory advisory council.”
{84 Stat. 172)

Civil Service Commission
Revolving Fund

The Act of December 30, 1969, Public Law 91-189,
83 Stat. 851, amended 5 U.5.C. 1304 rclating to the
Civil Service Commission revolving fund for investiga-
tions and training and provided for periodic reviews
and reports by the Comptroller General as follows:
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{6} The Comptroller General of the ['nited States shall,
as a result of his periodic reviews of the activities financed by
the fund, report and make such recommendations as he deems
appropriate to the Committees on Post Office and Civil Service
of the Senate and House of Representatives at least once
every three years.” (5 U.S.C. 1304(e))

Pacific Island Trust Territory

PDepartmeat of the Interior and Related Agencies
Anpropriations Aet, 1970, Public Law 91-98, approved
Cctober 29, 1969, contains the usual provision for au-
dit of the Trust Territory of the Pacific Tslands:

*® ® * Provided, That all financial transactions of the
Trust Territory, including such transactions of all agencies
or instrumentalities established or utilized by such Trust Ter-
ritory, shall be audited by the General Accounting Office in
accordance with the provisions of the Budget and Accounting
Act, 1921 (42 Stat. 23}, as amended, and the Accounting and
Auditing Act of 1930 (64 Stat. 834) % * # (83 Star, 15]-
152)

ACCESS TO RECORDS

Economic Opportunity Program

Departments of Labor, and Health, Education, and
Welfare, and Related Agencies Appropriations Act,
1970, Public Law 91-204, approved March 3, 1970,
8+ Stat. 23, contains the following provision under the
heading Econornic Opportunity Program:

“® # * That all grant agreements shall provide that the
General Accounting Office shall have access to the records
of the grantee which bear exclusively upon the Federal grant:
# 2 87 (B4 Stat 46

Foreign Aid Program

The Foreign Assistance and Related Programs Ap-
propriations Act, 1970, Public Law 91-194, approved
February 9, 1970, 84 Stat. 3, contains the usual GAQO
access to records provision::

Sec. 302. No part of any appropriation contained in this
Act shall be used for expenses of the Inspector General, For-
cign Assistance, after the expiration of the thicty-five day
periond which begins on the date the General Aecounting Of-
fice or any committee of the Congress, or any duly authorized
subcommittee thereof, charged with considering foreign as-
sistance legislation, appropriations, or expenditures, has de
livered to the Office of the Inspector General, Foreign As-
sistance, a written request that it be furnished any document,
paper, communication, andit, review, finding, recommenda-



tion, report, or other material in the custody or ontrol of
the Inspector General, Foreign Assistance, relating to any
review, inspection, or audit arranged for, directed, or con-
ducted by him, unless and until there has been furnished
to the General Accounting Office or to such commitiee or
subcommittee, as the case may be, (A) the document, paper,
communication, audit, review, finding, recommendation, re-
port, or other material so requested or (B) a certification
by the President, personally, that he has forbidden the fur-
nishing thereof pursuant to such reguest and his reason for
so doing. {84 Stat. 13, 14)

COMMISSION ON GOVERNMENT
PROCUREMENT

The Act of November 26, 1969, Public Law 91—
129, 83 Stat. 269, provided for the establishment of
a Cominission on Government Procurement composed
of 12 members including the Comptroller Generval of
the United States as a statutory member. The provision
respecting the Membership of the Commission is as
follows:

Sec. 3. (a) The Commission shall be composed of twelve
members, consisting of (1) three members appointed by the
President of the Senate, two from the Senate (who shall not
be members of the same political party), and one from out-
side the Federal Government, (2} three members appointed
iy the Speaker of the House of Representatives, two [rom
the House of Representatives (who shall not be members of
the same political party}, and one from outside the Federal
Government, (3) five members appointed by the President
of the United States, two {rom the executive branch of the
Government and three from outside the Federal Govern-
ment, and (4} the Comptroller General of the United States.
(83 Stat. 270)

CONTRACTOR PROFIT STUDY

Public Law 91-121, November 19, 1969, 83 Stat,
204, the military procurement authorization for 1970,
requires the Com ptroller General to conduct a study
and review of the profits made by contractors and sub-
contractors on contracts on which there is no formally
advertised competitive bidding entered into by the
Departments of Army, Navy, Air Force, the Coast
Guard, NASA and on certain contracts entered into
by the Atomic Energy Commission to meet Defense
Department requirements

The Comptroller General is authorized to audit and
inspect any books, accounts, or other records of any
contractor or subcontractor and upon request of the
Comptroller Gen.ral the House and Senate Armed
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Services Committees may issue subpenas requiring the
production of any such records material to the Comp-
trollcr General's study.,

The results of the study shall be submitted 1o Con-
gress not later than December 31, 1970.

The provisions of section 408 of the act are as
fellows:

Scc. 408, (a) The Comptroller General of the United
States (hereipafter in this section referred to as the ‘Comp-
troller General') is authorized and directed, as soon as prac-
ticable after the date of enaciment of this section, to conduct
a study and review on a selective, representative basis of
the profits made by contractors and subcontractors on con-
tracts on which there is no {ormally advertised competitive
bidding entered into by the Department of the Army, the De-
partment of the Navy, the Department of the Air Force, the
Coast Guard, and the National Aeronautics and Space Ad-
ministration under the authority of chapter 137 of utle 10,
United States Code, and on contracts entered inte by the
Atomic Energy Commission to meet requirements of the
Department of Defense. The results of such study and re-
view shall be submitted to the Congress as soon as practicable,
but in no event later than December 31, 1970,

{b) Any contractor or subcontractor referred to in sub-
section (a) of this section shall, upon the request of the
Comptroller General, prepare and submit to the General
Aecounting Office such information maintained in the normal
course of business by such contractor as the Compiroller
Ceneral determines necessary or appropriate in conducting
any study and review authorized by subsection (a) of this
section. Information required under this subsection shall be
submitted by a contractor or subcontractor in response to a
written request made by the Comptroller General and shall
be submitted in such form and detail as the Complroller Gen-
eral may preseribe and shall be submitted within a reason-
able period of time.

(¢} In order to determine the costs, including all types
of direct and indirect costs, of performing any contract or
subcontract referred to in subsection (a) of this section, and
to determine the profin, il any, realized under any such con-
tract or subcuntract, cither on a percentage of the cost basis,
percentage of sales basis, or a veturn on private capital em-
ployed hasis, the Compiraller General and authorized repre-
sentatives of the General Accounting Office are authorized to
audit and inspect and to make copies of any books, accounts,
or other records of any such contractor or subcontractor.

{d) Upon the request of the Comptroller General, or any
officer or employee designated by him, the Committee on
Armed Services of the House of Representatives or the Com-
mittee on Armed Services of the Scnate may sign and issue
subpenas requirving the praduction of such books, accounts, or
other recerds as may be material to the study and review
carricd out by the Complroller General under this section.

{e} Any disobedience to a subpena issued by the Com-
mittee on Armed Services ol the House of Representatives
or the Committee on Armed Services of the Senate to carry
out the provisions of this section shall be punishable as pro-
vided in seetion 102 of the Revised Statutes,

iI} No book, account, or other record, or copy of any book,
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EXAINIT 1

account, or record, of any contracter or subcontractor ob.
tained by or for the Comptroller General under authority of
this section which is not necessary [or determining the profit-
ability on any contract, as defined in subsection (a) of this
section, between such contractor or subcontractor and the De-
partment of Defense shall be available for examination, with-
out the consent of such contractor or subcontractor, by any
individual other than a duly authorized officer or employee ot
the General Accounting Office; and no officer or employee of
the General Accounting Office shall disclose, to any person
not authorized by the Comptroller General to receive such in-
formation, any information obtained under authority of this
section relating 1o cost, expense, or profitability on any non-
defense  business transaction of any contractor or
subcontractor.

{g) The Compiroller General shall not disclose in any
report made by him to the Congress or to either Committee
on Armed Services under authority of this section any confi-
dential information relating to the cost, expense, or profit
of any contractor or subcontractor on any nondefense busi-
ness transaction of such contractor or subcontractor. (83
Stat. 208, 209)

ACCOUNTING PROCEDURES

Civil Service Retirement Fund

The Civil Service Retirement Amendments of 1969,
Public Law 91-93, approved October 20, 1969, 83 Stat.
136, concerning the refinancing of the Retirement
Fund, continued the requirement for the Compitrolles
General to prescribe procedures as follows:

-] @ “

{2} The amuunts so deducted and withheld, together
with the amounts so contributed, shall be deposited in the
Treasury of the United States to the credit of the Fund under
such procedures as the Comptroller General of the United
Staies may prescribe, Deposits made by an employee or Mem-
ber also shall be credited to the Fund.” # * * (83 Stat, 136}

General Services Administration
Operation Fund

Independent Offices and Department of Housing
and Urban Development Appropriation Act, 1970,
Public Law 91-126, approved November 26, 1969, 83
Stat. 221. contains the usual provision for approval
by the Com piroller General of the General Services Ad-
ministration Operations Fund accounting system:

L4 * L

Funds available to General Services Administratisn for
administrative operations, in support of program activities,
shall be expended and accounted for, as a whole, through a
single fund: Provided, That costs and obligations for such
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administrative operations [or the respective proeram activities
shall he accounted for in wccordance with systems approved
Ly the General Accounting Office: * * * (B3 Stat, 228}

APPROPRIATIONS FOR GENERAL
ACCOUNTING OFFICE

The Second Supplemental Appropriations  Act,
1969, Public Law 91-47. approved July 22, 1969, 83
Stat, 49, provided an appropriation of $2.114,000 for
increased pay costs for GAO. 83 Stat. 651

The Leaislative Branch Appropriation Act, 1970,
Public Law 91-145, approved December 12, 1969, 83
Stat. 338, appropriated the following amounts for
GAO:

General Accounting Office

Salaries and Expenses

For necessary expenses of the General Accounting Office,
inciuding not w exceed 32,000 o be expended on the cer-
tfication of the Comptroller General of the United States in
connection with special studies of governmental financial
pracuices and procedures: services as autherized by § US.C.
3109 but at rates for individuals not o exceed the per diem
rate equivalent to the rate for grade GS-18: advance pay-
ments in fareign countries notwithstanding section 3648, Re-
vised Statutes, as amended (31 U.8.C 520) . henefits com-
parable to these pavable under sections 911{9:, 9114114 and
942car of the Foreign Service Act of 1946, as amended (22
US.Co1136:9:, 11366115 and 1157 1at, respectively) ; and
under reculations prescribed by the Comptroller General of
the United Stater, rental of living quarters in foreign coun-
tries and travel benefits comparable with these which are now
or herealter may be granted sirele emplovees of the Agency
for International Development, including single Foreign Serv-
ice personnel assigned to A LD projects, by the Administra-
tor of the Agency for International Development—or his
designee—-under the authority of Section 636(b) «f the For-
vign Assistance Act of 1961 (Public Taw 87-195, 22 U.S.C,
2396ib ), 803,000,000, 83 St 358

SUPERGRADE POSITIONS

Act of December 30, 1969, Public Law 01187, 83
Stat. 850, mmended the supergrade provisions of 3
U.5.C. 5108 w increase the number of positions in the
General Accounting Office in arades GS-16. GS-17,
and GS-18 by 26 from 64 to 90. (83 Stat. 850)

DEBARRED BIDDER INFORMATION

Public Law 91-54, approved Aumuse 9, 1969, 83 Stat
a6, amended the Contract Waork Hours Standards Act



to establish health and safety standards for the con-
struction industry and to provide for distribution of the
names of violators by the GAO as follows:

“See. 107
# #* 2

“udi (1) I the Secretary [of Labor] determines on the ree-
ord after an opportunity for an agency hearing that, by re-
peated  willful or grossly negligent violations of this Aer,
contracter or subcontractor has demonstrated that the pro-
visions of subscctions (b) and (¢} are not effective w proteet
the safety and health of his emplovees, the Secretary shall
make a finding 10 that effeet and shall, not svoner than thirty
days after giving notice of the findings w0 all interested per-
sons, transmit the name of such contractor or subcontractor
tw the Comptroller General,

“(2) The Comptroller General shall distribute vach name
so transmitted to him to all agencies of the Government. Un-
less the Secretary otherwise recommends, no contract subject
to this section shall be awarded to such contracior or sub-

rontractor or 1o any person in which such conuactor or
subcontractor has a substantial interest until three years have
clapsed from the date the name is transmitted o the Comp-
trofler General. 1f, before the end of such three-vear period,
the Sceretary, after affording intevested persons due notice
and opportunity for hearing, is satisfied that a contractor or
subcontractor whose name he has trapsinitted o the Comp-
troller General will therealter comply responsibly with the
requirements of this section, he shall werminate the applica-
tion of the preceding sentence to such contractor or subcon-
tractor {fand to any person in which the contractor or
subcontractor has a subsiantial interesti; and when the
Cumptroller General is inlormed of the Secretary's action he

EXHIBIT 1

shall wtorme all agencwes of the Government thereof.” 83

Stat. 97 (40 US.C 33%d

CLAIMS

Waiver of Erroneous Payments—
Peace Corps Volunteers

The Act of October 29, 1969, Public Law 41-99,
43 Stat, 166, amending the Peace Cor
the Actof October 21, 1968, 5 U.S.C
waiver of erroneous pavinents to readjustinent and

3 Act, extended

8, coneerming

subsistence allowance pavinents made 1o volunteers.
The Act authorizes the Comptioller General and the
r

by the Compitraller General, 10 waive claims a

we Corps in accordance with standards preseribed

sing
out of errencous pavinents of readjustment and subsist-
ence allowances o volunteers. (83 Stat. 166

Preservation of Claims

The Act of June 23, 1970, Public Law 1--287, it
Star. 320 ttate the disposal of Government rece-
ords and abolish the Joint Counmittee on the Disposi-
ton of Executive Papers, inchuded o technical amend-
ment to M US.CL 3309 yelating o preservation of
claims of Government untl settled in the General Ac-
counting Office. (81 Star. 321

o Laci
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EXHIBIT 2

NUMBER OF AUDIT REPORTS ISSUED DURING THE FISCAL YEAR 1970

Civil departments and agencics:
Civil departments?. ...
Independent agencies. .
Multi-civil agencies. .. .
Legislative branch. . ...
Judicial branch.

Military deparunents:é
Department of Defense . . .
Department of the Avmy ..
Depavtment of the Navy . .
Department of the Air Foree.

International activites ¥,
Government-wide and mulu:lgﬂll:y activities.
Organizations outside the Federal Government

Total. ..

NOTES

1A detafled Hsthig of these reports s oeontained oo the
Appendix, Seetfon I Substantially identleal reporrs shown
more than once o the Hsting have been counted as ane repuort
A compilation of fodings= nnd M tation= ln these reports
I contalited in the Appendix, Scetlon I

* Reports sulanltted to the Conpr are uldrossoed e the
Progident of the Senate qmd the 5 or of the House of Hepres
sefitatives, Coples are sent (o the Direetor, Bar uf the
Budiget 5 the Senate apd House Committees on Apprepriations
the Senate and the Howse Committees on Government Gpers
Hons: the appropriste loglslative committess in the Renae and
e Honse : Members of the Congress from the di=tricts in which
the getivitles reported are located o oothers o the Congress as
requestod © the Prestdent of the United States as appeopriate:
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EXHIBIT 3

TRANSPORTATION AUDIT AND COLLECTIONS, FISCAL YEARS 1961-70

Fisval yem

Bills of lodimge wnd
TEREPO TRl
rerpuesta nudited

At pard

b, 984, 818 51,289, 995, (4]

6, 740, 370
7,114,879
7,309, B34
6,811,821
7,553, 366
8,574,043

1. 185, 694, 940
1, 320, 208, 498
1. 332, 550, 420
1. 184, 661, 622
1,474, 220,901
1, 898, 670, 184

7,892,789 2,075, 358, 1248
9,562, 242 2, 543, 376, 457
9,282,002 2,374, 913. 448
77,828,224 16, 679, 630, (45

Nutehwr

1, (30
78, 003
77833
73,251
0, 194
86, 970
113, 010
112, 500
100, 968
108, 494

B84, 109

Fleludes sanounts collected in GAO's adjudication of elaims reported by other Government agencivs

3 Iteludes allowanice of 20,888,152 [

TRANSPORTATION CLAIMS SETTLED DURING FISCAL

Total. . ....

Fiseal ¥our

Nty of
clabms

24, 859
20, 635
35,237
22,070
28, 450
29,413
26, 134
P
13, a2
b3

S0, 305

v Military Adrlift Command movements andited Before payiment

Nutiews of overcharpse issined

Amount

220, 1 735
29, 342, 962
13, 146, 493
11,362, 179
10, 102, 403
10, 694, 257
14,043, 1549
15, 474, 6545
16, 160, 447
17, 708, 524

154, 196, U0b

Tutal vudlrctions

324, 070, 443
24, 159, 888
15,939, 913
10, 499, 464

4, 657, 360
H, 444, 453
12, Y63, 744
14, 681, 476
14, 167, 126
16, 314, G2

154, Yoy, 489

EXHIBIT 4

YEARS 1961--70

Adisaant
el

L 10, 150
L1, 149, 021
L3, 013, 942
149, 133, 508
26, Y74, 966
47,130,274
o, b2, 712
L1, 535, 870
14, 879, 201
14, Tu4, 351

249, 469, 993

%5, 349, 093
6 693, 863

b, 774, 930
14, 983, 277
43,495, 481
33, 440, 430
3, 893, 435
9,417, 118
16, 336, 715
113,053, 245

213, 341, 587
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EXHIBIT §

U.S. GEMERAL ACCOUNTING OFFICE STATEMENT OF ASSETS,

LIABILITIES, AND INVESTMENT, JUNE 30,

Funds in ULS, Treasury:
Appropriated funds. .
Deposit funds. ...

Clash on hand and in transit,
Employees' travel advances. .. ..
Accounts receivable | | .

[uventories of supplies.

Furnitare, fixtures, and cquipment.

Less: Accuwmulated depreciation .

Prepaid  expenses

Tutal assets .

Accounts payable.
Accrued liabilities .

ASSETS

LIABILITIES AND INVESTMENT

Funds held for others, principally cmplovees' tax and other payeall deductions
Liability for acerued annual leave of employees .
Less: Amount o be financed by fuwire apprapriations

Total habilities. . . .

Invesunent of LS., Government {Exhibit 6)

Taotal liabilities and investment .
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1970

&1, 170, 314
379,778

2,649, 587
1,484, o7

3,357, Wl
5, 457, wio

54, 750, 292
1,782
339,717
31, 360

i, U0

1, 164, 920
14,525

b, 386, G

3,200, 413
#7006

“_TE%
il

4, 747037
b, 630 560
. 386, 606



EXHIBIT 6

U.S. GENERAL ACCOUNTING OFFICE SUMMARY OF CHANGES
IN INVESTMENT OF U.S. GOVERNMENT,
FISCAL YEAR ENDED JUNE 30, 1970

Balance, July 1, 1969. . . R . — ooy - — %2, 464, TUB
Add:
Adjustment for annual leave of emiployees ar July 1, 19689, w be linanced by future appro-
priations . . ..., ... . d e L . P 3,837,420
Adjusted balance, July 1, 1969, . T p— 1,472 631
Add:
Appropriation for salaries and expenses, 1970 e : i 270,274, 423
Reimbursements. .. ... .. ! a3, 377
Restoration Offuncls by the Il‘\'. asury to pay for increases in prior year's mdLls . 17, 527
- “em T, 86, 527
Totad.coviis suvus 75 s ¢ 3 £ 71,859, 158
Deduct:
Operating expenses, 1970 (Exhibit 7). ¥ 71740, 0ay
Less: Amount of annual leave carned bt_. empioyees .md mtludul I operating expenses, w Inr.h
will be financed by future appropriations. . . .. Lo o I 320, 470

e 70,219, 580

Balance, June 30, 1970 . A ; : 1,639, 564
Composition of balances:

Investinent in: July 1, 1669 June 50, 1974
Inventories of supplics . ; o e " SHT. 64 S6d4, 010
Furniture, fixtures, and cquipment, . . ) ; 138, 303 I, 164, 420

Funds reserved for payment of unfilled orders. : x 341, 464 410, 639

Toals..... . Lo o I, 472, 631 1. 639, 569
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EXHIBIT 7

u.s,

FOR THE FISCAL YEAR ENDED JUNE 20, 1970

Office of the Comptroller General . .. .

Office of the General Counsel. . ... ...

Office of Administrative Services. ., .

Office of Personnel Management. .. ..

Office of Policy and 5[)»!.‘Clal Studies. ...

Civil Division . R E TN

Defense Dn.'lslnn. I

International Division:
Washington, D.C.
European Branch. ... .
Far East Branch.

Field Operations Division, -

Claims Division. .. ...

Transportation Division. . ..

Data Processing Center . .

Travel

Tolal Salaties
3675, 241 547, 652 40,803 114, 817
3,200, %4 2,796,479 210, 888 (DRI E
2,362,865 1.721,843 209, 513 8,941
819, 401 665, 340 44, 396 27,359
2,049,394 1,691, 354 132. 642 13. 513

10, 578. 843 9, 197, 000 710, 535 258, 351
5,752,334 4,951,978 ant, 977 165, 553
2,080, 647 2,212,082 168, 755 192, 003
1,727,407 1, 052,009 124, 102 234,859
2,062,187 1,150, 643 220,773 b2, 023

20,456, b3T 23,653,575 1831787 2, 846,624 5
1, 655, 321 ] 448, 728 110, 764 1. 459
8, 471. 483 7,561,459 575, 638 16, 622

246, 485 116,773 9, 090 601
71, 740. 059 'Jll, ?G? 605 4 774663 4, 108, 63 4,

Reconciliation of accrued expenditures for year with total expenses:

Accrued cxpenditures. .
Add:
Increase in accrued annual leave lability—

For the leave year ending January 10, 1970
From end of leave year to June 30, 1970 .

GENERAL ACCOUNTING OFFICE SUMMARY OF OPERATING EXPENSES

Gither

72,
187,033
422, 568

81, 706
191, B85
412, 957
244, B26

LY

107, 807
6, 347
328, 748
124, 647
M, 370
317,764
120, 521

0251. 148

$70, 522, 353

301435
t1, 129, 035

Depreciation of furniture, fixtures, and equipment . . .

Decrease in inventory of supplies . . ...
Deduct:

Purchases of furniture, fixtures, and equipment .

Operating expenses. ..., ..

L 920,470

142,960
23, 854

—46%9. 574

71,

740, 059

1 Thiz adjustment was made beesuse of o change in the date for computing the lighiliey for acesued aonnnal Jeave from the ensd of the feave vear o The eid

af the flsea] year,
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EXHIBIT 8

U.S. GENERAL ACCOUNTING OFFICE SUMMARY OF SOURCES AND
APPLICATION OF FUNDS, FISCAL YEAR ENDED JUNE 30, 1970

Sources of funds:

Appropriation for salaries and expenses, 1970, ., g aw R . ¢ . 370,273,423
Reimbursements. . o " ; 493, 377
Funds carried over ﬁmn |)rL‘LL(||m; vear to pay fol urdtrs pl.n:t:d in Ih:n year bll( h|lrd in 1I|f

current year. . ; z 2 i S540, Aot

Restoration of funds prcnons]y n‘mrn('f.l to 'Trl..A,sllr\ w0 hnann increases in cost uf |)ncr
year's orders VP Tt o nm T T

563, 991
Receipts for audit services, . £ e , ; 4 St 530, 0B8
Other reeeipts. ... i i : S R TR R 13, 334

Pemalssvdozeiay % P ; : : S . ) . 71,483,413

Application of funds:
Accrued expenditures:

Expenses...... G S L. 70,052 775
Purchase of furmtlu(‘ l1\luus :m:l Lo e DR : . 64, 578
e 70, 522, 353
Funds veserved at the yearend for payment of unfilled orders. " . 410, 639
Receipts deposited in U.5. Treasury . . ; ; . ; ; 532,421
Tenabipisns o SR , e ?1 -H.bél
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EXHIBIT 9

FUNCTIONS OF THE U.S. GENERAL ACCOUNTING OFFICE

The General Accounting Office was created by the Budeet
d is located i the b
t. Since its establish
the responsibilities and authorities of the Off
Y ious acts of Ceongress including the
croment Corporation Control Act of 1945, and the Accoun-
1wl Auditing Act of 1950

and Accounting
Ianch of the Federal Govern

.

]1-'!\'1' I!I

adened by v

(Tl

i

Functions

Under the direction of the Comptroller General of the
United States, the General Accounting Office assists the
Congress in carrying out its constitutional responsibilities
1 orespect to the expenditure and application of public
funds by performing the following functions.

Auditing—-Auditing the activities, financial transactions,
and accounts of the Federal Government, exe
exempt by law, and reporti

wi

pt as otherwise
¢ to the Congress and the agen-

vies the vesults of audit work.

Aecounting.- ~Prescribing  principles,  stundards, and  ve-
Lated requirements [or accounting ; cooperating in the dev
ment and improvement of agency accounting and finane

management systems; and

iewing and approving @

accounting svstems,
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Clatms wettlement
Federal Government.
Bebe collection, - Suprrintending the rec v ool debts
o the Cewvernment and collecting amounts due the

Seutling claims by and against the

d anmwnts reported by

I acencies  as uncollectible
ms available to them.

work,  Rendering dee

Gowvernment  deparunents

ons b the request of heads
ol dey s and disbursing and certifving
allicers on the legalite of proposed pa
which deeis

timients -lT'l[l agen

ACRIS or [ramsactions,

s are binding on the exeeative beawch: provi
s and service on pending legislation hefore the
terpreting existing legislation on matters in-
g doubt conce o the authority of the heads of Gov-

ing legal an
Congress and

ol

eroment agencies o underiake cer
Special gssistance to the Gongress,

n proposed o
Making speeial
surveys, and investigations at the request of congress

committees and Members of Congress: furnishing information
i oreply to inguiries: assigning personnel 1o assist congres-
siomal  conmmitees: and  wstifving  before  congressional
conmitens,

Records management and seviices.-— Preserving and servie-
ing dishursing officers’ accounts, vouchers, vertificates, and

related papers until disposed of as provided by Taw.
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EXAIBIT 12

DIRECTORY OF THE UNITED STATES GENERAL ACCOUNTING OFFICE

MAIN OFFICE

Telephone number

U.S. General Accounting Office  202-386 4 ext.
Building

141 G Street, NW.

Washington, D.C. 20548

INTERNATIONAL DIVISION
Evrorean Branen

% 1.5, Consulate General
Platenstrasse 7
Frankfurt/Main, Germany
New Delhi Office
U.S. Embassy
Shanti Path
Chanakyapuri
New Delhi, India

Far East Brancu

Room 619 546-5473

1833 Kalakaua Avenue
Honolulu, Hawaii 96815

Manila Office

‘Sarmiento Building
6782 Ayala Avenue
Makati, Philippines

Saigon Office
124-B Truong-Minh Giang
Suzigon, Republic of Vietnam Tiger 4226

FIELD OPERATIONS DIVISION
Recroxar OrfFIcES
~ Atlanta

Room 204, 161 Peachtree Strect NE.
Atlanta, Ga. 30303

104-526-6872

Boston

Room 1903, John F. Kennedy Fed- 617-223-6536
eral Building

Government Center

Boston; Mass. 02203

Chicago

-Room 403, Custom House Building
610 South Canal Street

Chicago, 111 60607

312-353-6174

(FTS Information
Operator ext. 5095)

770731, ext. 326

8t Paul Suboffice

Room 1407

U.5. Post Office and Custom House
St. Paul, Minn. 55101

Cincinnati

8112 Federal Office Building
5th and Main Streets
Cincinnati, Ohio 45202

Dayton Suboffice

MCLAGA, Building 11, Room
238, Arca B

Wright-Patterson Air Force Base,
Ohio 45433

Army Audit Staff
Fort Benjamin Harrison
Indianapolis, Ind. 16216

Dallas

Room 500

1512 Commerce Street
Dallas, Tex. 75201

New Orleans Suboffice

Reom  T--8040, Federal Office
Building

701 Loyola Avenue

New Orleans, La. 70113

Denver

7014 Federal Building
1961 Stout Street
Denver, Colo, 80202

Air Foree Audit Staff
3800 York Sweet
Denver, Cola. 80205

Detroit

Roon: 2006, Washington Boulevard
Building

2544 State Street

Detroit, Mich. 48226

Cleveland Suboffice

Room 2933

New Federal Office Building
1240 East Ninth Street
Cleveland, Ohio 44199

612-725-7844

513-684-2107

513-255-4505

317-546-2870

214-749-3437

501--527-6115

305-297-4621

303-825--H11

313-226-6044

216-522-4892
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CEXMIBIT 12

_Navy Audit Staff
‘Room 2933
New Federal Office Building
1240 East Ninth Street
Cleveland, Ohio 44199 -

Kansas City

{800 Federal Office Building
911 Walnut Street

Kansas City, Mo. 64106

8t. Louis Suboffice

Room 1740, 1520 Market Street

3t. Louis, Mo. 63103

Los. Angeles

Room 7054, Federal Building
300 North Los Angeles Street
Los Angeles, Calif. 90012

New York
26 Federal Plaza, Room 1112
New York, N.Y. 10007

Norfolk

Room 226

870-Nerth Military Highway
Norfolk, Vi. 23502

144

216-522-1892

816-374--5056

A14-622-4121

213-688-3813

212-264-0730

703-627-7267

Philadelphia

502 U.S. Customn House
Second and Chestnut Streets
Philadelphia, Pa. 19106

San Francisco

143 Federal Office Building
50 Fulton Street

San Francisco, Calif. 94102

Seattle

4086 Federal Office Building
909 First Avenue

Seattle, Wash. 98104

Portland Suboffice

Parker Building, 2d Fleor

527 East Burnside
Portland, Qreg. 97214

Washington

Penn Park Building

803 West Broad Street
Falls Church, Va. 22046

215-597-4333

415-556-6200

206-583-5356

303-226-1474

703-357-8920



INDEX

A Air Force, Departinent of the:

Accounting systems design, 3, 38

ADP activities, 12

Audit reports issued, (See Defense, Department of. )

Combat readiness, 10, 83

Contractor profit study, 131

Decisions involving, 113, 114, 113

International activities, 12, 93

Military aircraft, maintenance and modifications of, 80

Military pay and allowances, 82

Research and development, 79

Supply management, 79

Transportation matters, administration of, 84
American Institute for Free Labor Development, 12, 94
Annual Report, GAO, change in format of, 3
Architect of the Capitol, 70

Access to records:
Denial of, 13, 69
Legislation enacted during F.Y. 1970 aflfecting, 129, 130,
131
Pending legislation concerning, 14
Accounting principles and standards:
Prescribed by the Comptroller General, 36, 37, 38
Review and approval of statements of, 3, 5, 35, 37, 38
Accounting systems:
Development of, 3, 37, 38
GAO's annual report to the Congress on, 33
Submission, review, and approval of designs, and opera-
tion of, 3, 5, 35, 36, 37, 38, 42
Air Force, Department of the, 3, 38
Army, Department of the, 3, 38 Army Corps of Engineers (civil functions), 23, 28, 29, 47,
Civil Service Commission, 62 54 114
Consumer Protection and Environmental Health Serv- .
” : Army, Department of the:
ice; 43 Accounting systenis design, 3, 38
Audit reports issued. (See Defense, Department of.)
Automatic data processing, 12
Combat readiness, 10, B3
Contractor profit study, 131
Decisions involving, 111, 113, 113
Facilities and construction, 80
International activitics, 93
Legislative recommendations, 26
Manpower utilization, 82
Veterans Administration, 43, 68 ;t?ii'mry aircraft, maintenance and modifications of, 81
* Military pay and allowances, B2
-Accounts of accountable officers, audit and settlement of, S
43 rocurement, 15
Assistance to the agencies, 33, 102, 107

Defense, Deparument of the, 3, 35, 38

Food and Drug Administration, 43

General Services Admninisiration, 43

Health, Education, and Welfare, Department of, 50
Mint, Bureau of the, 43

National Bureau of Standards, 49

Navy, Department of the, 3, 38

Peace Corps, 96

Treasury, Department of the, 60

U.S. Coast Guard, 59

Accrual accounting in the Federal Government, 33, 36, 37

Actuarial staff of GAO, 8 Assistance to the Congress. (See Congress, assistance to the.)
Agéncies, atasstarice to, 33, 102, 107 Assistant Comptroller General, new, 2, 109
Agency for International Development, 12, 90, 91, 93 Atomic Energy Commission:
Agricultural Research Sarvice, 10 Argonne National Laboratory, 2, 61, 62
Agricultural Stabilization and Conservation Service, 46 Audit reports issued, 13, 61
Agriculture, Dcparlthcnt of; Contractor profit study, 131
Agricultural Rescarch Service, 10 GAO work in the agency, 61
Agricultural Stabilization and Conservation Service, 46 Gaseous difTusion plants, 17, 20, 61
Audit rcp'orls isstied, 45 Janus reactor complex, 2, 61, 62
C-:(\mmudity'Crcdit Corporation, 46 Research and development, 26, 79
Consumer and Marketing Serviee, 1, 10, 45 Transportation ficld, assistance in the, 103
Decisions invelving, 110 Uranium enrichment enterprise, 2, 17, 20, 61, 62
Feonomic Opportunity programs, 43, 67 Audit reports:
Farmers Home Administration, 28, 43, 47, 67 List of, 5
Federal Crop Insurance Corporation, 46 Number issued, 1, 134
Foreign programs of, 87, 90, 92 Civil, 45
GAO work in the Department, 45 Defense, 73, 74
Le.gislni_i\'e recormmendations, 21, 28, 46 International, 87
Soil Conservation Service, 47 Legislative, 70
Transportation charges, JFMIP study of, 103 Multi-civil-agency, 69
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Audit reports—Continued
Number- issucd—Continued
OI‘ganiza:inns'nut_s'idc the Federal Government, 70
Transportation g t reviews, 101
Vietnam, relating to programs and activities being con-
) ducted in, 88
To Congress, 1, 9, 134
Audit work:
Civil operations and programs, 43
Contracts, 74
Defense operations aad programs, 73
Internatipnal operations and programs, 87
Legislation enacted during F.Y. 1970 affecting, 129
Legislative and judicial branches, 21, 70
Multi-civil-agency reviews, 69
Organizations -outside the Federal Government, 70
Other civil departments and agencies, 68
Transportation management reviews, 101
Automatic data processing eéquipment:
Acquisition and use, 41
Agency for International Development, 91
Air Force, Department of the, 12
Army, Department of the, 12
Defense, Department of, 12
District of Columbia Government, 63
General Services Administration, 64
House of Representatives, 13
Internal Revenue Service, 61
Mint, Bureau of the, 60
National Acronautics and Space Administration, 66
Navy Aviation Supply Office, 78
State, Department of, 91
Training programs pertaining to, 42, 123,124

Balance-of-payments position, U.S., 10, 91
Bid protests, 111
Bonneville Power Administration, 23
Budget, Bureau of the:
Financial management in the Federal Government, 3, 37,
39, 103
Recommendations to, 70
Reports to, 4, 115
Transport'num charges, JFMIP study of, 39, 103
Uniform cost accounting standards, 3, 11, 18, 20, 77
Budget Concepts, President’s Commission on, 36
Bureaus. (See other part of name.)

c

Capitol Guide Foree, 70
Career development, 4, 122
Civilian pay and allowances, 81, 110
Civil Service Commission, U.S.:
-z‘\ccounimg systems design, 62
ADP training programs, 42, 123, 124
Audit reports issued, 62
Decisions involying, 110
Financial ‘management in the Federal Government, 3, 39
GAO work in the agency, 62
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Civil Service Commission, U.5.—Continued
Personnel management evaluation system, 123
Retirement Fund, 31, 132
Revolving Fund, 130

Claims:

Against the United States, 4, 103
By the United States, +, 106
Legislation enacted during F.Y. 1970 affecting, 133
Settlements:
General, 4, 106
Transpurtation, 4, 99, 135
Waiver of, 13, 106, 107, 133

Coast Guard, U.S., 38, 59, 113, 131

Combat readiness of military units and related supply sup-
port, 83

Commerce, Departument of :

Accounting system, 49

Audit reports, 19

Feonomic Development Administration, 29

Envirommnental Science Services Administration, 49

Financial management improvement program, participa-
tion in, 39

GAQ work in the Department, 49

Hearings on contracts of, 19

International activities, 87

Legislative recommendation, 29

Maritime Administration, 49

Multi-civil-ageney review, 69

National Bureau of Standards, 49

Transportation charges, JEMIP study of, 103

Cummission on Government Procurement, 18, 131

Commadity Credit Corporation, 42

Cominunications, administration of 83

Community Action Program, 67

Comptroller of the Currency, Office of the, 61

Concentrated Employment program, 36, 67

Congress, assistance to the, 1,2, 7
Avtuarial stafl of GAO, 8
Assigninents of stall to committees, 1,2, 15
Audits of House and Senate activities, 21, 70
GAO liaison with Congress, 9
Hearings, testimony of GAO representatives, 2, 17
Legal and legislative matters, 16
Legislation, pending:

Reports on, 2, 13

Testimony on, 18
Legislation, recommendations for, 21
Reportsto, 1,2, 7,9, 11, 13, 14, 15, 115, 134
Systems :mal;st.i. use of in GAO, 8

Consuner and Marketing Service, 1, 10, 43

Consumer Protection and Environmental Health Service, 43

Contract audits, 74

Contractor profit study, 131

Corps of Engineers. {See Army Corps of Engineers.)

Cost accounting standards, uniform, 3, 11, 18, 20, 77

Ciost reduction and management improvement program, 10, 69

Customs, Bureau of, 43, 60

Debt collections, 4, 100, 102, 106, 107, 133
Decisions, 4, 100, 111, 115, 116



Defense Communications Agency, 84
Defense Contract Audit Agency, 7+
Defense, Department of. (Sec also Air Force, Army, and
Navy.)
Accounting systems designs, 3, 45, 38
Accrual accounting, 37
ADP activities, 12
Audit reports issued, 73, 74, 134
Combat readiness of military units and related supply
support, 83
Communications, administration of, 83
Contract audits, 74
Contractor profit study, 131
Cost reduction program, 10
Decisions involving, 112
Facilities and construction, 80
GAO work in the Department, 73
Hearings on, 20
[nternal auditing, 43
International activities, 12, 13, 87, 91,95
Manpower utilization, 82
Military aiveralt, maintenance and muodifications of, 80
Military assistance programs, 95
Other programs, administration of, §4
Pay and allowances:
Civilian, 81
Military, 13, 81, 113
Procurement, 2, 15, 74, 75, 77
Research and development, 14, 26, 78
Supply management, 79, 83
Training courses, 124
T'ransportation matters, administration of, 84, 101
Transportation suits involving, 4, 102
Uniform cost accounting standards, 3, 11, 18, 20, 77
Weapons systems, 2, 8, 10, 20, 26, 73, 75,79, 95
Department. (See other part of name. )
Directory of the LS, General Accounting Office, 143
Disabled American Veterans National Headquarters, 70
District of Columbia Government, 12, 18, 19, 39, 63

E

Economic Development Administration, 29
Economic Opportunity, Office of, 56, 67

Economic Opportunity programs, 28, 43, 50, 67, 130
Education assistance programs, 130

Education, Office of, 50, 51

Educator-consultants, 119

FElectronic data processing. (See Automatic data processing. )
Eumployees, (See Personnel.)

Engraving and Printing, Bureau of, 60
Environmental Science Services Administration, 49
European Branch, 87, 143

Executive Office of the President, 84

Expenses and staffing, GAO, 4, 132

Exbur_l—lulputt Bank of the United States, 87, §7

F

Facilitics and construction, military, 80
Far East Branch, 87, 143
Farm Credit Administration, 68, 69

INDEX

Farmers Home Adnunistration, 28, 43, 47, 67
Federal Aviation Administration, 58, 59, 110
Federal Columbia River Power System, 23
Federal Credit Union Administration, 129
Federal Crop Insurance Corporation, 46
Federal Deposit Insurance Corporation, 31, 68, 69
Federal Highway Administration, 25, 58, 59
Federal Home Loan Bank Board, 69
Federal hotne loan banks, 69
Federal Housing Adininistration, 47, 53
Federal National Mortzage Association, 33, 61
Federal Power Program, 22
Federal Prison Industries, Inc., 56
Federal Railroad Administration, 59
Federal Savings and Loan Insurance Corporation, 69
Federal Supply Service, 64
Federal Water Quality Administration, 1, 24, 25, 53
Field offices, GAD, 141, 142
Financial management in the Federal Government:
Congressional interest in, 33
GAO assistance 1o agencies for improvement in, 3, 36, 42
Joint Financial Management Improvement Program, 3, 36,
39, 41, 103
Reports on:
Consumer Protection and Environmental Health Service,
43
Foud and Drug Administrziion, 43
General Services Adiniaistration, 43
Mint, Bureau of the, 43
Trust Territory of the Pacific Islands. 55
U.5. Coast Guard, 59
LS, Information Agency, 96
Veterans Administration, 43
Reviews of, 43
Financial savings attributable to the work of GAQ, 5
Financial statements, confidential (Senate Rule 44), 9
Financial statements of GAO, 136, 137, 138, 139
Findings and recommendations, compilation of GAQ, 5
Food and Agriculture Organization of the United Nations, 2,
52
Food and Drug Administration, 43, 50
Food for Peace, 80
Food inspection activitics, 1, 84
Foreign Affairs Community Agencies, 91
Forcign assistance programs, 87, 89
Foreign currency, 90, 94
Foreign Exchange Operations Fund, 90
Functions and organizations of GAO, 140, 141

(¢

Gaseous diffusion plants, 17, 20, 61
General Accounting Office:
Actuarial staff, 8
Annual report, change in format of, 3
Appropriations, legislation enacted during F.Y. 1970,
aflecting, 132
Data Processing Center, 9
Directory of, 143
Expenses and staffing, 4, 132
Financial statements of, 136, 137, 134, 139
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‘General Accounting Office—Continued
Findings and recommendations f{or improving Government
operations, report on, 5
Functions and organization, 140, 141
Chart, 141
Map of regional offices, 142
Legislation enacted during F.Y.
work of GAO, 129
Manual for Guidance of Federal Agencies, 36
Newsletter, 9
General Counsel, new, 2, 109
General Services Administration :
Accounting system, 43
Audit reports issued, 64
Antomatic data processing, 64
Decisions involving, 112, 114
Federal Supply Service, 64
GAO work in the agency, 63
Ceneral Supply Fund, 31
Legislative recommendation, 21
Operating Fund, 132
Transportation charges, JFMIP study of, 39, 103
General Supply Fund, 31
Geological Survey, 35
Gorgas Memorial Tnstitute of Tropical and Preventive Medi-
cine, Ine,; 70
Government Printing Office, 27, 70
Government Procurement, Commnission on, 110, 111, 117,
131
Govermment Services, Inc., 70
Grants-in-aid to State and local governments, 37, 39, 40, 41
Guaranteed Student Loan Program, 19, 51

1970 relating to the

H

Health, Education, and Welfare, Department of :
Accounting system, 43, 50
Audit reports issued, 50
Consumer Protection and Environmental Health Service,
43
Decisions involving, 114
Education, Office of, 30, 31
Food and Drug Administration, 43, 50
GAO work in the Departinent, 50
Indian Health Service, Health Services and Mental Health
Administration, 50
Medicaid, 1, 18, 57
Medicares, 18, 52, 68
National Institutes of Health, 50
Social Security Administration, 32
Transportation charges, JFMIP study of, 103
Work Experience and Training program, 50, 67
Health Services and Mental Health Adniinistration:
Indian Health Service, 50
House of Representatives, U.S., 14, 15, 16, 19, 21, 70
Housing and Urban Development, Depariment of ¢
Audit, Office of, 53
Audit reports issued, 52
- College housing projects, 8
Federal Housing Administration, 47, 53
Federal National Mortgage Association, 53, 61

148

Housing and Urban Development, Department of—Con.
Finaucial management improvement program, participa-
tion in, 39
GAQO work in the Department, 52
Internal auditing, 43
Legislative recommendation, 22

Tmmigration and Naturalization Service, 56
Indian Affairs, Bureau of, 33, 56
Indian Health Service, 50
Interagency and trade programs, 90
Inter-American Development Bank, 93
Intergovernmental programs and operations, 40
Interior, Deparument of the:
Audit reports issued, 53
Bonneville Power Administration, 23
Cost reduction program, 10
Decisions involving, 114
Federal Water Quality Administration, 11, 24, 25, 53
Financial management improvement program, participa-
tion in, 39
GAO work in the Department, 33
Geological Survey, 35
Indian AfTairs, Bureau of, 55, 56
Indian welfare, 50
Land management and natural resources, 54
Land Management, Burean of, 2, 24, 5+
Mapping, 35
Mines, Burcau of, 54
National Park Service, 23
Reclamation, Bureau of, 23, 47, 48, 54, 114
Trust Territory of the Pacific Islands, 35, 130
Water pollution control, 2, 10, 24, 25, 53
Water resources projects, 23, 28, 47, 48, 54
Internal anditing, 4, 41, 43
Customs, Bureau of, 43, 60
Defense, Department of,| 43
Housing and Urban Development, Department of, 43
Internal Revenue Service, 43, 60
International organizations, 92
National Science Foundation, 66
Railroad Retirement Board, 43
State, Department of, 43, 96
Treasury, Department of the, 43, 60
Veterans Administration, 43, 68
Internal Revenue Service, 30, 43, 60, 61, 102
International activities, 2, 87
Agency Tor International Development, 12, 90, 91, 93
Agriculture, Department of, loreign agricultural func-
tions of, §7, 90, 92
Audit reports issued, 87, 134
Commerce, Department of, 87
Defense international activities, 12, 13, 87, 91, 93
Export-limport Bank of the United States, 87
Food for Peace, 90
Foreign Affairs Community Agencies, 91
Fareign assistance programs, 87, 49
GAO work in, 2, 87
Interageney and wade programs, 90



International activities—Continued
International organizations, U.S. participation in, 92
Military assistance programs, 95
Peace Gorps, 87, 91, 96,97, 133
Post Office Deparunent, 87, 96
State, Deparunent of, 87, 91, 92, 93, 96
Treasury; Department of the, 87, 93
LS. Information Agency, 87, 91,96, 97
International Atomic Energy Agency, 88
International Labor Organization, 92
International organizations, U.S, participation in, 92
Interstate Highway System, 25, 58

4
Janus reactor complex, 2, 61, 62
Joh Corps Programs, 67
Job Opportunities in the Business Sector, 19, 20, 36, 57
Joint Financial Management Improvement Program, 1, 16,
39, 41, 103 -
Judicial branch audits, 70
Justice, Department of :
Assistance s, 4, 99, 102, 111
Audit reports issued, 36
Claims reported 1o for collection, 102, 106
Federal Prisons Industries, Inc., 56
Financial management improvement program, participa-
tion in, 39
GAD work in the Department, 56
Hearings on, 19
lmmigration and Naturalization Service, 36
Legislative reconnnendation, 33

L

Labor, Deparunent of;
Audit reports issued, 56, 57
Concentrated Employment, 56, 67
Financial management improvement program, participa-
tion in, 39
GAO work in the Department, 56
Job Oppertunities in the Business Sector, 19, 20, 536, 57
Manpower Administration, 57
Nreighborhood Youth Corps, 36, 67
Speeial Import program, 57
Transportation field, assistance in, 103
Work Incentive program. 57
Land Management, Bureau of, 2, 24, 54
Legal services, 4, 109, 115
Assistance in the field of transporiation, 102, 114
Assistance 1o agencies, 109
Assistance to Congress, 16
Deeisions and other legal matters handled during F.Y. 1970,
4,109, 111, 115, 116
Legislation, pending, 2, 13
Reference assistance, 115
Legislation endcted during F.Y. 1970 relating to the work
of GAO, 129
Legislation, pending, 2, 13
Legislation, recommendations for, 21
I,[;gis]ativn brarich audits, 70, 134

INDEX
M

Management improvement and  cost reduction programs,
10, 69

Manpower Administration, 37

Munpower utilization, B2

Manual for Guidance of Federal Agencies, GAO, 30

Maritinme Administration, 49

Medicaid, 1, 18, 57

Medicare, 18, 32, 68

Mititary Airlilt Command, 100

Military assistance programs, 93

Military pay and allowanees, 13, 81, 113

Military Sea Transportation Serviee, 49, 99, 115

Military Traffic Management and Terminal Service, 102,
103, 115

Mines, Bureau of, 54

Ming, Bureau of the, 32,13, 60

Aulti-civil-ageney reviews, 69, 134

N
National Advisory Council on International Monetary and
Financial Policies, 33
National Aeronautics and Space Administration:

Audit reports issued, 64
Automatic data processing, 66
Comtractor profit study, 131
GAO work in the agency, 64
Research and development, 26, 79
National Air Pollution Control Administration, 114
National Burcau of Standards, 49
National Communications System, #3
National Institutes of Health, 50
National Park Serviee, 23
National Radio Astronome Dherrvatory, b6
National Science Foundation, 66
Navy Aviation Supply Office, 78
Navy, Department of the:
Accounting systems design, 3, 38
Audit reports issued. {See Defense, Deparunent of.)
Automatic data processing, 78
Contractor profit study, 131
Decisions involving, 111, 112
Deep submergence rescue vehicle, 10
Facilities and construction, 80
Manpower utilization, 82
Military

ircraft, maintenance and modifications of, 80
Military pa

and allowances, 82

Ships in reduced operational status, 19

Supply management, 79

Transp rtation ficld, assistance in, 102
Neighborhood Youth Corps, 56, 67
North Atlantic Treaty Organization, 93

o

Offices. (See other part of name.)
tions and functions of GAO, 140, 141

Organi

Organizations outside the Federal Government, 70, 134

149



INDEX
{ P

Pacific Islands Trust Territory, 55, 130
Painama Canal Company and Canal Zone Govermnent, 69
Pay and allowances:
Civilian, 81, 110
Military, 13, 81, 113
Payments, erroneous, waiver of, 133
Pay, waiver of claims for erroneous payment of, 13, 106, 107
Peace Corps, 87, 91, 96,97, 133
Personnel :
Administration, 119
Development, 122
Equal employment opportunity, 125
Professional development and recognition, 125
Recruiting, training, and staff development, 4, 119
Statistics:
Accounting and auditing stafl’ in relation to total em-
ployment, 121
Assignments to congressional committees, 16
Length of service, 121
Philadelphia Plan, 16,18
Planning-Programming-Budgeting System, survey of, 40
Post Office Department:
Audit reports issued, 57
GAO work in the Department, 57
International activities of, 87, 96
Poverty programs. (§ee Econvomic Opportunity Programs. )
PPB, survey of, 40
President’s Commission on Budget Concepts, 36
Procurement reviews, 2, 15, 74, 75, 79

R

Railroad Retirement Board, 43
Reclamation, Bureau of, 23, 47, 48, 54, 114
Records, access to. (See Access to records. )
Recruiting and staff development, +, 119, 120, 122,125
Regional offices, GAO, 142, 143
Reports:
Audit. (See Audit reporis.)
Drafi, unauthorized release of, 7
Legislative and legal, 115, 116
On pending legislation, 2, 13
Statistical summaries of, 115, 116
To Congress, comittees, and individual Members, 2. 9, 11,
14, 15, 21
With classified material, 7
Research and develupment, 14, 26, 78

S

Saint Lawrence Seaway Development Corporation, 38
Senate; ULS., 14, 16, 18, 21, 70

Small Business Administration, 67, 112, 114

Social Security Administration, 52

Soil Conservation Service, 7

Southeast Asia, 87, 88

Special Impact program, 57

Staff development, 4, 119, 122, 125
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State, Deparunent of
Accounting system, 96
Audit reports issucd, 96
Automatic data processing, 91
Financial management improvement program, participa-
tion in, 39
GAO work in the Department, 96
Internal audiving, 13, 96
International acuivities, 12, 13, 87, 91, 92, 93, 96
Strategic Air Command, 10, 83
Student Loan Insurance Fund, 51
Supply management, 79, 83
Systems analysis, 8, 53

T

Technology Assessment, Office of, 8, 18, 20
Telecommunications Policy, Office of, 20, 84
Tennessee Valley Authority, 69
Training and career development, 4, 119, 122, 125
Given through agency or non-Govermmnent lacilities, 123,
124
Given through GAO [acilities, 122,123
Transportation activities, 4, 99
Agencies, GAQ assistance to, 102
Audits and claims, 99, 100, 135
Collections, 100, 102, 135
Decisions, involving, 114
Justice, Department of, GAO assistance to, 4, 99, 102, 111
Management reviews, 101
Reports on, B4, 101
Transportation Manual, 113
Transportation charges, JEMIP study of, 39, 103
Transportation, Department of :
Access to records, 14
Accounting system, 59
Audit reports issued, 538
Coast Guard, U.S., 58, 39, 1113, 131
Decisions involving, 17, 114
Federal Aviation Administration, 58, 59, 110
Federal Highway Administration, 23, 38, 59
Federal Railroad Administration, 59
Financial management improvement program, pa:ticipa-
tion in, 39
GAO work in the Department, 58
Interstate Highway System, 23, 58
Saint Lawrence Sceaway Development Corporation, 58
Treasury, Department of the:
Accounting system, 43, 60
Audit reparts issned, 60
Automatic data processing, 60
Comptroller of the Currency, Office of the, 61
Customs, Bureau of, 43, 60
Engraving and Printing, Bureau of, 60
Financial management in the Federal Goverminent, 4, 37,
30
GAO work in the Department, 60
Internal audit activities, 43, 60



INDEX

Treasury, Department of the—Continued v
Internal Revenue Service, 30, 43, 60, 61, 102
International aclivities, 87, 93
Mint, Bureau of the, 32, 43, 60
President’s Commission on Budget Coneepts, 37
‘I'ranspertation charges, JEMIP study of, 103

Truét Territory of the Pacific Islands, 53, 130

Veterans Administration

Accounting system, 43, 68

Audit reports issued, 67

Decisions involving, 17, 114

GAO work in the agency, 67

Tnternal auditing, 43, 68

Legislative recommendation, 27

u Veterans Canteen Service, 68

Uniform cost accounting standards, 3, 11, 18, 19, 20, 77 Viewnam, 2, 13, 13, 77, 83, 87, 88, 89, 91, 93, 94, 104
United Nations Ghildren’s Fund, 2, 92
United Nations Developiment Program, 2, 20, 92 w
Uranium enrichment enterprise, 2, 17, 20, 61, 62
U.S. Coast Guard, 58, 59, 113, 131
U.S. Courts, 70

Water pollution contrel 2, 10, 24, 23, 33

Water Resources Council, 48

Water resources projects, 23, 28, 47, 18, 54

U.S. House of Representatives, 14, 13, 16, 19, 21, 70 Weapon systems, 2, 8, 10, 20, 26, 73, 73, 79, 93
U.S. Information Agency, 87, 91, 96, 97 Work Experience and Training program, 67

U.S. Senate, 14, 16, 18,21, 70 Work Incentive program, 37
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A Air Force, Department of the:
Aceounting systems design, 3, 38
detivit y
Dengl of, 13,89 il?dr;l’r:;\::'ltl:ls;s:l;d (See Defense, Department of. )
Legislation enacted during F.Y. 1970 aflecting, 129, 130, Combi readiness, 16, 83 ' '
134 Contractor profit study, 131
Decisions involving, 113, 114, 113
International activities, 12, 95
Military aireralt, maintenance and modifications of, 80
Military pay and allowances, 82
Research and development, 79
Supply management, 79
Transportation matters, administration of, 84
American Institute for Free Labor Development, 12, 94
Annual Report, GAO, change in format of, 3
Architeet of the Capitel, 70
Army Corps of Engineers (civil lunctions), 23, 28, 20, 47,
EESRE

Army, Department of the:

Access to records:

-Pending legislation concerning, 14
Accounting principles and standards:
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