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Report to Walter E. Washington, Rayor, Distr.:. of l.uahbia; by
Victor L. Lowe. Director, General Government Div.

issue Area: Facilities and Materiai .anacemernt (700).
Contact: qeneral Government Div.
Budget Function: R-evenue Sharing and ;eneral Purpose Fiscal

Assistance: OtheL Generrl P'urpose Fiscal Assist n'ce (852.
Octianizaticn Concerned: Di! crict of Cj.lumbia: Dept. Qf

Pecreation; Naticnal Park Service.
C'ngressijonal 'ielevance: House Committee on District of

Columbhia Senate Conmittee on Governmental Affairs.
Authnrri y: District of Columbia Self-Governme'nt and Gove.rnmental

Peorganiz:ation Act; Home Rule Act (31 U.S.C. 685a).
Anti-deficiency Pct (31 U.S.C. 665(a)) .

T'he District of Columblia Vepartmnnt of Uecreation
Lisused unexpended capital outla) ,fu!l balances.
Pinlinqs:/Conclusions - The Departmeiet spent or ccnmitted, as of

December 31, 1976, $175,e,1 of£ $205,035 in unoxpendcd capital

outl.ay funds foi: (1) operatio:N arnd mraintenanae expenses not
authDriz-.d ur'ler aporopriations, ircluding work on remodelinq e
kitcvken and bathrocm; (2# capitil p 'ojectz- ithcut 9j . -i.ct and
concressional cosriittee reprograritc. approval; eanCl (
a..ainistrative costs of the National Park Service unid,.r an
aeq£zee;aent not a,,pproved by the aycr cand the Fec c-ra! Goffi ce of
I.anre.rent and Budgeut. Proced.ures fo. reproqr~?a'inq ,(appl]ication
of. fund.s for purpcses otller than speci fied in apiiror.p iation1z

sre nonstatutorv and to De resov1ed '.y the Di.ctrict an;
znufressional committees. Agrentmrnt to flay a 15% adm'nistrative
fee -o the Park Serv-ice was arbitrary and did not co,,form to
rerjuiresentss of the Ho.e PRul.e Act.. Recomnmendations. 7?'e ?,ayor
s.,,ulid: ;1! emphasiz2 statutory requirements concern.irn us- of
funds; {2% adjust accounts to propPrlty record expeni.tures; (3)
it:.5e2 that reprograming procedurcs are follo,,'ed an. roso]ve
unapproved reproqranmiw.% of funds with appropriate hodics; and
(4) seek to hr;ave the Park Service adjust fee, if neessary,
basea upon ccst of services. (HTW)
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Misuse Of Unexpended Capital
Outlay Fund Balances

Department of Recreation
District of Columbia Government

The Department used capttal )uilay appropri-
ations tor

--operation and maintenince expenses
which a:e not authorized under the
appropriations,

--capital projects without District and
congressioel committe; reprograming
approval, and

--administrative costs of the National
Park Service under an agreement which
was not approved by the Mayor and the
Federal Office of Managerent ard
Budget.

The -Dstrict's planned actions, when in;,ple-
mented, should correct these deficiencies and
should prevent similar misuse of funds.
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The Honorable Walter E. .Washington
Mayor of the District-of Columbia
Washington, D.C. 20004

Dear Kayor Washington:

The Comptroller General's letter of January 24, 1977,
to the Chairman, Subcommittee on Distr-ict of Columbia,
Senate Committee on Appropriations, (see app. I) summarized
the Department of Recreation's misuse of unexpended capital
outlay fund balances. The report stated that details on the
use of all capital fund balances would be included in a sep-
arate report to tw-e Mayor. Appendix II contains the details
includin; our ccnclusions and recommendations. This letter
and appendixes comioeta our review. Your letter of Feb-
ruary 10, 1977, to the subcommittee Chairman stated that
the actions to be taken by the Office of Budget and Manage-
ment Systems on our recommendations will, when implemented,
assure compliance with established procedures. (See
app. III.)

Section 736(b)(3) of the DistricL oL ColJ;.bia Self-
Go ernment and Governmental Reorganization Act of 1973
requires the Mayor, within 90 days after receiving a Gen-
eral Accounting Office report, to state in wriling to the
District Council, with a copy to the Congress, what has
been done to comlv with the recommendations made in the
report. Section 442(a)(5) of the same act recuires the
Mayor to set forth in the District of Columbia's annual
budget request to the Congress the stat.s of efforts to
comply with such recommendations.

We are sending copies of this letter and appendixes to
interested congressional committees; the Director. Office
of Management and Budget; tne Council of the District of
Columbia; the District cf Columbia Auditor; and the Director,
Office of Municipal Audit and Inspection.

Sincerel ye is

Victor L. Lowe
Director
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January 24, 1977

The Honorable Lawton Chiles

Chairman, Subcom=ittee on the
District of Columbia

Commrittee on Appropriations
United States Senate

Dea: Mr. Chair--an:

Your letter of September 22, 1976, requested us to determine the

legality of using capital project funds frora a Natio.:al Park Service

account to remodel a kitchen and a washroors which adjoin the cffice

of the DirecL.r, Department of Recreation, _istrict of Columbia. Your

office subsequently agreed that we should expand the sccpe of our inquiry

to include an examination of all capital funds spent by ehc Service on

behalf of the Department of Recreation.

By agreement with the District of Columbia, the National Park Service

performed maintenance and improvement services of recreation areas and

facilities under the District's control. Funds appropriated to the District

were transferred by the District to the Service, as authorized by law, for

reimburses.ent for the work performed.

On June 10, 1975, the Service returned to the District J205,035 whlich

consisted of unexpended capital project fund balances of fiscanl cars

1966-196S Distrlct appropr ations. Ihese funds were ret:urned by the District

to the Service. The funds were spent by the Service a ..uthorized by the

Department of Recreation.

Capital funds, orce appropriated, usually rerAin availabl until

expended. Capital projects Jsually include sites, plans, new construction

and expanrion of existing facilities. We reviewed appropriate law, pclicics,

procedures ard available records and discusseo the use of the funds with

District and Service officials.

In sumr:-ry we deter-ined that as of Decerber 3i, 15.6:

--$132,013 of capital funds were spent for operaticn and maintenance

which r:e nat. legally authorized by the appropr4a:tin acts.

-Aocut $23,S70 was spe:nt or cet;ritted for capital Frcjects without

District .nd congressional comittee reprograming approval as re-

t:uired by District policy.
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-Anohber $19.53 was spent for administrative costs of the

Service un:eer an agreement which was not approved 1. P the
Mayor or tlie Federal Office of Manayement and Rudget as re-
quired by te' District of Columbia Self-Government and
Governmental Reorganization Act.

The Director, Department of Recreation, on October 4, '976, placed

a moratorilu on further use of these funds; $29,194 remain3 unexpended.

Regarding your specific questions about the kitcln and the wash-
roori, we determined that:

-The total cost is $2,644 and not $1,548, as reported to you by

the DL..trict. The dfference is pr -arily the cost of labor
performed by the Department and vwhch had been excluded.

--kbout $5,081, priaril.y for lab-r and materials, was paid from

tie District's fiscal year 1976 operating expense appropriation.
The remainiin; $1,563 was paid from capital funds wvith the Service.
About $430 out of the $1,563 was spent for sJch items as a re-

frigerator an! window blinds which t!.e Distr!ct considers to be

operation and maintenance items and therefore they are noL legally

authorized by the appropriation acts. The rest of the $1,563;
that is, 4,133 was spent for kitchen and washr6om capital costs

without required District and congressinnal committees' approval.

Details cn the use of ali the capite
i fund balances discussed in

this letter wi1l be pre-ented in a report we are preparing to the ?ayor.

We -will send you a copy %hen it is issued.

We conclude that the District Depar:nent of Recreatien circumvented
thz intent for which the capital funds were appropriatcd and supplemented

the District's approtriations. Adjustmer.ts required to transfcz ch~:gcs

to the proper appropriation accounts could cause violations of the Anti-
deficiency Act if su'-icient funds are not av.a'ilacle in prior years'

appropriatinr;.

We are recor-ending that the MLyor adju.t the ap-ropriatio
- accounts

as necessary LO ?roDociy record the expenditures dis.ussed in this letter

and emphasize .o all concerned that they cust adhere to lavs, policies,

regulatiZos, ar.d sound financial management procedures con:erninfig the

proper use of p:blic. funds.

On January 17, 1977. we discussed the contents of this letter with

officials of Lhe District's Office of Budget and .anagenent Syste.s and
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Department of Recreation. They agreed to implement t'.e rtco=endation.
The views of the Service were aleo considered in prrparin: this letter.

- S - ~your, 1

Comptroller General
of the United States
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FINDIINGS, CONtLUSIONS, AND

RECOMMENDATIONS CONCERNING THE

MISUSE OF UNEXPENDED CAPITAL

OUTLAY FUND BALANCES

DEPARTMENT OF RECREATION

DISTRICT OF COLUSMBIA GOVERI.~NENT

INTROD'CTION

On September 22, 1976, the Chairman, Subcommittee on
District of Columbia, Senate Committee on Appropriations,
requested that GAO determine the legality of using capital
outlay funds from a National Park Service account to remodel
1 kitchen and a w;ashroom which adjoin the office of th? Di-
rector, Departmcnt of Recreation, District of Columbia. It
was later acreed that the review should be expanded to in-
clude an examination of all cEpital outlay funds spent by the
Service .or the Department of Recreation.

On January 24, 1977, the results of the review were in-
cluded in a letter to the subcommi'tee Chairman. This ao.en-
jix provides details on the use of he capital funds in crues-
t ion.

BACKGROUND

EEfore June 30, 1968, the Recreation Board, which operated
as a relatively independent *.nit withri the District, set pol-
icy and provided overall control, while the Superintendent of
Recreation provided day-to-day oversight of the District's
recreation activities. The futnctio.ns of the ±tcreation Board
and the Suoerintendent were -ransferred to the Commissioner
of the Districo of Columbia lby Reorganization Plan No. 3 cf
1963. On June 30, 1962, the Commissioner established under
his control the Department of Recreation headed by the Direc-
tor of Recreation.

Before June 30, 1968, the t.ational Park Service, undcr
agreement with the District's Recreatio. Board, provided for

4
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the construction of capital projects 1/ ant the day-to-day

maintenance and rehabilitation of playgrounds, recreations:.

areas, and facilities under the District's control. As

authorized by law, the District transferred funds from its

appropriations to the Service for reimbursement frr performed

work.

The District assumed rbsponsioilit v for capital inprove-

ment work during fiscal year 1969. Frc. July 1, 1968, through

July 1, 1970, the £epartment of Recreation continued to con-

tract with the Service for maintenance work on its play-

croLnds, recre-t o;al arecs, and facilities. The Department

started to assume responsibility for this work on January 1,

1970, and completely took over on July 1, 1970. The Service

did not return the fund balances of completed capital projects

to the Department until June 1975.

CAPITAL OUTLAY FUND BALANCES

Appropriations for recreat'cn capital improvement proj-

ects are available until expended and can only be used for

capital projects. When capital projects are completed, any

unused funds are either to be returned to the U.S. Treasury

or, if reprograming is approved, used for other capital prcj-

ects. The term "reprocraming" of capi.ta outlay funds refers

to applying funds within a capital outlay appropriation to

purposes, or in amounCs, other than Lthese justified or re-

quested in connection with the enactument of the -ppropr a-

tion act. It is the District's policy that reprograming or

capital outlay funds be approved by the City Council and c^;n-

gressiona-l appropriation committees.

On June 10, 1?75, the £ervice Leturned about $205,035

to the Department which consisted of unexpended capital out-

lay fund balances of fiscal years 1966 through 1968 District

appropriations. The Decartment returned the funds for ad-

justment, and the Service, by agreement with the Department,

deducted about $72,645 for reimbursement for work performed

by the Service in prior years and in October 1975 returned

about $132,390 to the Depirtment. By memorandum of January 12,

1975, the Department returned the $132,390 to the Service for

deposit into a reimbursable account to be used for future

District recreation work. The memorandum did not limit the

I/Capital outlay runds are available for sites, nreliminary

surveys, plans, ccnstruction (erection of structures, night-

lights, and treatment of arounds). and equipment and furni-

ture for new facilities or expansion of existing facilities.

5
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use of the fu'nds for capital Project censtructiCr . The
men.orandum also authorized the St:vice to ch/.gz a 15-percent
fee for AmJiniJ ,rative services.

Use of caDital outlav fund bal1.lces

T!,e Department spent or committed, as of Decembnwr 31.
1976, $17J.84l (including the $72,645 reimbursement di3cussed
above) of the $205.0C35 unexpended capital outlay fundz as
follows.

---OeraLion and maintenance e:,Denses which are not
authorized under the appreoriations.

--Capit?l projects without District and congressior.al
committee reprograming approval.

--Administrative costs of th.e Service under an agree-
ment wh:ch was not apprc ed by the ,?aycr and t'.
Federal Office of MYnacement and Bj.iget.

The status of the uncxpended capital :,utlay fund balances
as of December 31, 1975, was as follcws.

Total funds available $2C5,035

Less funds spent or committed for:
Unauthorized operation and
maintenance expenses

Remodelin. kitchen and washroom $ 430
Otiher 131,583

Ca;it°l projects without reprogram-
inca aporoval

Remodeling kitchen and washroom 1,133
Other 22.837

Urnapproved administrative fee 19.858
Total funds spent or commr.itted 175,841

Balance $ 29.194

The cost of remodeling the kitchon and washroom is dis-
cussed separately in response to the Chairm.an's request.

Cost to remodel kitchen and washroom

In March 1976 the Department remodeled the kitchen and
the waSE.roo' adjoinina the Director's office for S2.644. The
work included installing kitchen cabinets, new. washrocm
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fixtures, a partition between the two nooms, Tn3 a kitchen sin!:.

Deuartnment maintenance personnel did most of tne work.

Tn?:r Depart.r.ent, in a memorandum to the Directorv, Office

of Budge. and .Manage.ent Systems, dated Septe:.ber 20, 197 . ,

and made avai1au,> to the Chairman, stated thett the remcdelinq

cont was $1.549. We determined that, primarily because othec

costs were excluded, the total ccst was $2,644, arnd the breik-

down for this figure tollows,

District GAO

Supplies andi liiaLccials 1/$1,548 $1,826

Laoor _ '7 70

Equipment - 4

Total $1,-48 $2,644

L/Net adjusted cost should be S1,563.

The labor and equipment costs and about $227 of supplies

and materials were chaged to the D_)a.rtment's fiscal Vear

1976 ooeratinq ap?-,opiation. Another $36 of su[r.lieF and

materials was impropecly charged to a trust fund, Dout after

we discussed it with nepartment ofticils, the a'.oun: was
charged to the 1976 appropria'tin. The rem.inc.1 6 was

paid with the unexpended capital outlay funu bal.nc:,

Of the $1,563 uaid with caitat outlay f:.:ncs, bout

$430 was for expenses which the Disrit cc.nsi6.rtvd, and

we concur, operat-on and maintenance, and therefore they were

not authorized under the appropriations involvea; about $1,133

was used foc kitchen and wcshroom capital rcsts without obtain-

ing Dist . ct and ccngcessi;n2al cmmittLee ':en-oraro ig aoppov-a.

Use of caoital outllv funds not authorize; ]

The Department of Recreation used $132,013 (including

$4.3 for the kitchen and the washroom) of the unexnended
balances of funds aopocfiated for capital outlay 5or the.

payment of cperaticn and maintenance exoenses, athoough al--

propriation$ for capital outlay aro rrt avai.larle fcr such

expenditures. Th? Congcess zu-' 'v authorizes th'e -se of

funds for oleratlng expenses i. ;3pOro3c:a'ions whirh are

separate from.capital outlay appcopriations.

Appropriation.; er.actec by the C- r'ress to c ryv ot.t a

parti 2car otject are avaiao1le f.r .::rvirg out that ,biect

7



and nc other. A review of the language of the acts appro-
prciting funds for capital outlay to the District of Columbia
for fiscal years 1967 through 1969, as well as their legis-
lative histories, establishes that capical outlay funds are
available for sites, preliminary surveys, plans, construc-
tion (erection of structures, nightlights, and treatment
of grounds), and equipment and furniture for new facilities
or expansion of existing racilities. There is nothing in
the lrnguage of these acts or their legislative histories
inOicicing a congressional intent that funds appropriated
for -capital outlay be applied to payment for other purposes,
such as operation and maintenance expenses. Accordingly,
capital outlay funds are not available for operation and
maintenance expenditures.

At our request, District Office of Budget and Manage-
ment Svstems' officials concluded, and we concur, that
$132,013 was spent for operation and maintenance type work.
They concluded this using guidelines issued by the Mayor con-
cecning whether projects should be treated as capital improve-
ments. The following is a list showing the use of these
funds.

Purpose Amount

Materials and equipment for Director's office
($324) and kitchen and washroom ($430) $ 754

Painting and equipment for Senior Citizens
Centers 4,648

Cost to colorcoat basketball and tennis courts 17,409
Labor costs for driving and repairing Depart-
ment mobile equipment, such as showmobiles 36,746

Supplies (sucvh as gloves, rakes, brooms) for
Washington Youth Corps 9,.129

Ecuipment (saw, tabie, sanders) for Deoartment's
maintenance shops- 9,932

Operation and maintenance (such as asphalt, repairs
to drinking fountains) of Department'r
recreational areas 53,395

Total $132,013

About $59,368 of the $132,013 was used for operation
and maintenance expenses incurred in the second half of
fiscal year 1976 and the transition quarter. The remaining
$72,645 was for operation and maintenance expenses incurred
in fiscal years prior to 1976.

0



The District of Columbia, in its annual aporop.itonr
act, receives funds to pay for the Department's operation

and maintenance activities. The Department should have
charged the $132,013 operation and maintenance expenses to

the appropriation for the year in which the expenses were
inlcur red.

The Department should adjust the appropriation accounts

to properly record these expenditures. However, if suffi-
cient fund resources a-e not available in each vear to covre

the amount applicable to that year, a potential violation of
the Ant- e 3ici-trcy Act (31 U.S.C. 665(a)) could occur.

We did not analyze whether there was a violatici of

the Anti-deticiency Act. The District should determine this

and, if a violation exists, report, as required by the act,
to the President, through the Director, Oftice of Management

and Budget, and to the Congress, all pertinent data together

with a statement of the action taken thereon.

Unapproved use of funds

District Office of Budget and Management Systen:s offi-

cials, using the previously mentioned guidelines, concluded,
and we concur, that about $23,970 of the unexpended capital
outlay fund balances was spent or committed for capital

imporovemet_qprojects. These capital improvements were made

in calendar year 1976. H0owver, the Department did not
adhere to established District policy and obtain District

and congressional committee reprogramin:g approval before
using the money.

A summary of improvements made follows.

Purpose Amount

CaPital improvements to the Department
Director's office, including $1,133 for
the kitchen and the washroom $ 3,760

Capital improvements to playgrounds (such as
concrete walls, swimming pool furniture,
secuLity doors) 17,505

New metal storage sheds 2,705

Total $23,970

The Dist-ict's policy of obtaining congressional com-

mittee appro 1al for reprograming capital outlay funds is not

a statutory requirement but instead is derived from an
agreement between the Senate Appropriations Committee and the

agreemen betweenthe '= +



District. The practice of reprograming, and committee
reviewing and approving, attempts to accommodate both the
District and the congressional committees by providing flexi-
bility and administrative discretion to the agency and -)me
control over exoenjitures to the Congress. Therefore, in
light of the nonstatutory nature of reprograming procedures,
the failure to obtain prior committee approval for the re-
programing of funds would not be legally objectionable but
rather would be a mattec of resolutior, Letween the District
and the cognizant congressional committees.

Agreement to establish the
relmburqaDle account was not acDro-ed

By a January 12, 1976, memorandum from. the Department of
Recreation to the National Capital Parks, the Service estab-
lished a reimburzable account for the Department for $132,390,
representing unexpended capital outlay fund balances. Ar-
rangements to establish the account were discussed previousl-'
with the Service.

Section 731(a) of the District of Colur.bia Self-
Government and Governmental Reorqanization Act (31 U.S.C.
685a (a)) (hereinafter referred to as the Home Rule act)
states:

"For the purpose of ore;enting duplication
of effort or for t;e pllrpose of otherwise promoting
efficiency and economy, any Federal officer or
agency may furnish services to the District govern-
ment and any District officer or agency may furnish
services to the F ederal Government. Except where
the terms and conditions governing the furnishing
of such ser-ices are prescribed by other provisions
of law. such services shall be fu.nished pursuant
to an agreement (1) negotiated by the Federal and
District authorities concerned, and (2) approved
by the Director of the FEderal Office of Management
and Budget and by the .iayoc. Each such agreement
shall provide that the cost of furnibhing such
services shall be borne in the manner provided in
subsection (c) by the government to which such serv-
ices are furnished at rataq or charges based on
the actual cost of furnishing such services."

The terms and conditions for performing the service
under the $132,390 reimbursable account are not prescribed
anywnere in law. Also, there is nothing to indicate that
the January 12, 1976, memorandum aqgeement was aproved by

13
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the Mayor and the Federal Office of Management and Budget.
Thus, the Home Rule,Act's requirements were not met.

Arbitrary administrative fee
paid to the Service

The January 12, 1976, memorandum provided that 15 per-
cent of the reimbursable account funds be withhcld' by the
Service for administrative costs; a total of $19.858 was
withheld ($132,390 x 15 percent).

The services provided by the Service were

--preparing documents for the purchase of goods and
services,

--reviewing bids if any were received,

--preparing and processing vouchers for the payment of
received goods and services,

--maintaining the account, and

--preparing a monthly computer report on the account's
status.

Section 731(a) of the Home Rule Act states that. for
agreements between the District and Federal agencies, the cost
of providing services will be at rates or charges based on
the actual cost of furnishfng such services.

The Department did not determine whether the fee paid
to -he Service was reasonable. The Director, Maintenance
Division, the Department of Recreation, told us that the Serv-
ice proposed a 15--percent fee, and the Department accepted it.
According to a cognizant Service official, the fee was deter-
.:ined arbitrarily. Info:mation was unavailable enabling us
to deterrine whether the fee was.adequate,' less, or more than
the actual costs to handle the reimbursable account. He also
said that on other reimbursable account agreements with Fed-
eral agencies, it is usual for the Service to determine the
fee when most of the services called for under the agreement
are completed. The fee is based on the actual cost of the
services provided, and he said it can vary from 5 to 15 per-
cent.

Th= Service deviated from this practice by collecting
the 15l-percent fee, which was $19,858, at the time thev
established the reimbursable account. How.ver, ascmning

1L



the 15 percent is teasonable and based on the amount, $83,338,
which was spent or committed from the account as of Decemr-
ber 31, 1976, the fee would be $12,501. Thus, the Service
withheld about $7,357 too much.

To satisfy the requirements of the Home Rule ,ct, the
District should seek to have the Service adjust the fee
chargea, if necessary, based upon the actual cost of services
provided.

The Director, Office of Budget and Management Systems,
stated that no specific authority was granted thr, 4qgh his
office for using the unexpended capital outlay fund balances.
He said that these funds were not under the control of the
Distuict's accounting system and, consequently, the funds
exDended from the Service account and their use for purposes
other than capital projects was not known by his office.
(The Service sent monthly reports to the Department on the
status of the account, including such items as the amount
of expenditures, obligations, and the unobligated balance.)

The Director, Department of Recreation, told us that
he assumed that position on January 12, 1976, and at that
time he was informed that the funds were available for us,.
He said that he signed the memorandum establishing the
reimbursable account with the understanding that arranrle-
ments for the funds' uses had been made by his predecesscr.
Although he had been Deputy Director, he said that he had no
prior knowledge of the arrangement between his department
and the Service.

CONCLUSIONS

The Department used funds appropriated for capital. out-
lay to pay for operation and maintenance expenses which were
not authorized under the appropriations. As a result, these
funds supplemented the appropriations made for operating
expenses of the District of Columbia. Also, there could be
a potential violation of the requirements of the Anti-
deficiency Act.

The Department did not adhere to District policy and
spent or committed, without Council and congressional approval,
capital outlay funds for projects other than those which the
funds were originally justified. The Department entered into
an agreement with the Se'rice without obtaining approval by
the iEayor and the Director, Federal Office of Management

12



APPENDIX II APPENDIX II

and Budget, as required by the Home Rule Act. Further,
the fee paid to the Service was not based on the actual cost

of the services provided, as the Home Rule Act requires.

The Department should adjust the appropriation accounts

to properly record the operation and maintenanlce expenditures
discussed in this report. The Department should seek to have
the Service adjust the fee charged, if necessary, based upon

the actual cost of services provided. The Department should.
also resolve, with the cognizant appropriation committees,
the unapproved reprograming of capital outlay funds.

RECOMMENDATIONS

We recommend that the Mayor:

--Emphasize, to District department., the stetutory
requirements concerning the proper use and control
of appropriated funds.

--Adjust the appropriation accounts to properly record

the expenditures and determine if there are any viola-
tions of the Anti-deficiency Act.

--Insure that the District's policy and procedures
concerning the r-nrograming of funds are fcLowed.

--Resolve, with the Council and ¢he cognizrnt appro-
priation committees, the unapproved reprograming of
funds.

--Seek to have the Service adjust the fee charged, if
-cessary, based upon the actual cost of services

provided.

AGENCY COMMENTS

The Mayor, in a February 10, 1977, letter to the sub-

committee Chairman, stated that the actions to be taken
on our recommendations, by the Office of Budget and Manage-
ment Systems, will assure compliance with establis'ed pro-
cedures. The Director, Office of Budget and Management Sys-

tems, in a report to the Mayor, stated that his office will
implement the actions as recommended by us. EHe stated that
his office is taking steps to strengthen the budget. process
and the spending of funds through implementing revised pro-
cedures regarding the statutory and administrative controls
governing appropriated funds. This will include guidelines;
for reprograming requirements, apportionments, and financial
plan reporting.
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Details on the actions to he taken by the District are
included in azpendix IIl.
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f;EZ DISTRICT 07 COLUMYBIA

WAS ,r IN OTON. D.
rC. 2004

FEB 10 1977

Ionorable Lawton M. Chiles, Jr.
Chairman
Subccrmnittee on Appropriations for

the District of Columbia
United States Senate
Room 2107 - Dirk]-en Office Building
Washington, D. C. 20510

Dear Senator Chiles:

In further response to my le: er of Januery 26, 1977, I .,m enclosLng a
report f ro Mr. Comer S. Coppie, tny Special Assi.tant for 3ulget and
Managemenet Systems, regarding the use of funds by the Departmsent of
Recreation, which was not .n accordance wi-th established rules and
regulations.

Mr. Coppie's report highlights the actions to be taken based on the
reccrwuendations made by the General Accounting Office (GAO). We sup-
port these actions, which when. implemented will assure coLpliance with
established procedures.

In response to your concern regarding the interview granted to WTOP-TV
by Dr. Rumsey, Director of the Departnent of Recreation, I am informed
that the interview was granted at the request of Mr. Bruce Johnson of'
WTOP, who sum.oned Dr. Ruasey from a meeting at the Martin Luther King
Library on Monday, January 24, 197;. Mr. Jchnson indicated that he had
been briefed on the report by another source and was requesting an ex-
planation of the facts and figures in the report. The reporter emphasized
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that the station would be airing the report whether or nrc, Dr. u=$sey
respon.ded to the inquiry. Based on the fact that he; believed Mr. Johnson
had already been informed of the report and ea quice failiar with its
substance, b-. Ru-ey granted him the intexviw.v,

If you have Any questions, please feel frce to contract zt.

Sincerely,

..- , :t I .. l
Walter E. Wazhinaton

Fayor X

Enclosure

cc: Mr. Michael Hall
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I.,%.. -.

'4y lQCZ

--.Worandzum 0 io'ern' ent of the District of Columlvia

D tprmcnt, Executive Office
TO: Walter E. Washington AL)icy, OI.ce: Budget and Managerent

- myor Systems

FRONI: Coanr S. Coppie / Dte Feb. 9, 1977
Special Assa'sant to tha Mayor

SUBJECT: General Aucounting Office Report Regarding Use of Funds by the
Department of Recreation

Senator Chilas has requestedc a response to the General Accounting Office (GAO)
letter report, regarding the legality of the use of funds from a !;ational
Park Service Account for remodeling a kitchen and a washroomn .:h.ch adjoin the
Office of the Director of the Departrent of Recreation. The area in quescion
contained a toilet stool, hot plate, cabinet, faulty refrigerator, leaking
sink, and cracked flooring which were both unsanit:ry and urhealth-. This
area was renovated to meet minimum-health requirements of separating the toilet
from the kitchen facilities.

The review by GAO was later e>panded to include an e.z-ination of all funds
spent by the Searice on behalf of the Departr.ent. The funds in question
represented unexpended capital proiect balances in the acount of $205,035
of funds previously transferre, zo teie lational Park Servrice %hen the Serv!.ce
had the responsibility for the Department's Capital Program. GCO deterr..ined
that $1,563 of the $205,035 had been used to renovate the kitchen and washroom
area.

The larger issue was the use of the $205,035 to perform work for the Depart-ent
of Recreation by the National Park Service, In its review, GAO determined that
$175,841. of the $205,035 had not been spent in accordance with established la;:s,
policies and'regulations. The balance, or $29,194, is unobligated.
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). Retarding the e.penditure of rhe $175,841:

Findirns Pro-oosed Action

a. .132,013 of capital funds was spent a. In cooperatioi with GAO, identifi-
for operation and iaaintenance which cation will be made as ro the fi-
are not legally authorized by the cal year in izhich these expenditurcs
appropriftion acts. This amount occurred and _ dterrcination made
includes $430 s,ent for the kitchen as to tl.e availability of funds in
and washroom. order t-' transfer these charges to.

the operating budget.

b. About anothler $19,858 was spent for b. The costs uvill be reviewed to deter-.
aajrinistrative fees paid to the Ser- mine if they are allowable. If it
vice ulder an agreement Which was is determlned that any portion of
not approved by the Mayor or the this cost is not allowable, a re-
Federal Office of Managemnent and quest will be maade to the Vat.onal
Budget as required by the District Park Service for a refund.
of Colu-b3ia Self-Government and
G;overnmental Reorganization Act
(Section 731 (a)).

c. Abouc $23,973 was spent for capital c. Financial 'ar.agemrnt procedures have
projects without District and con- been established in order to assure
gressicnal cc.Oziztee reprogr'ing compliance with requirements for tl&
approval .s required by District expenditure of capital furnds.
policy. This arount includ.s $1,133
spent for the kitchen and the washroom.

2. Regarding the unobligated balance of the $29,194:

Findir.Zs Pronsmed Action

The $29,194 is '.tobligated because on A request will be made to the
October 4, 1976, the Director, Depart- National ?.ir: Service to return
ment of Recreation, placed a moratorium the unobliga:ed funds of $29,194
on the further use of these funds when for deposit ir the General Fund
he earnei their use was in q.estion. of the District of Colutbia.
The arrangement between the Deparrm.ent
of Recreation and the National. Park
Service was begun under the foraer
director.
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Senator Chilec stated in his letter t!:at becaute of thi' 2 p ra'rt: isuse of funds,
he and the Subco3ittee were eager to learn t.~avt- F.Ceps are b:iug ttaken to insure

the integrity of lae buceget process and lnsure t:Vit ftunds al?.roprlted are' spent
consistent with the irtent of Congress. The Offrice of BuJget and. ;!atgsetr.cnu

Systems wishcs to assure both Seneror Chiiles and the .Subcor-.i tae hLhatr :e are
co-ritted to the integrity of tihe budget prt:i-ss and the spcnding of ',nds con-

sistenL with the intent of Congress. .e are tzking stcps to stre:ugthen this

process throuuh the implementation of revised procedrtres regardinrg te Statutory

End Adcninistrative Controls Goverr.itr :Appropri;t-iouls to the )ist:-ict of Colu:-Jia.
This Lll include guidelines for reprsoraz-nlnl require(tnts, -pporCio=.enrs and
financial ,ilan reporting. In zddL-ion, th!e ca±slin of a nc: E- nan.:iai Manageaent
System, which will 'be the primiary respnrsibiity of the Tc.:Fpo;ar Co,-,ission ci

Financial Oversight of the District of Colu:.ia3, sc.uld Zgo ever. further .r. addrss-

ing these concerns.

We will move for-ward i±sediately to i.:plene.t :.:: b Ctions a5 reccC-rended by GAO.

19




