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The Senate Restaurants are operated primarily for
Senators and employees of the Baited States Senate. The
Architect of the Capital is responsible for sanaging the
restaurants under the direction of the Senate Connittee on Rules
and A&dlaistratioB. Receipts from sales and transfer from
appropiatinlas for contingent erpenses of the Senate are used to
finance the activities of the Seaate Restaurants Revolving Fund,
and funds appropriated to the Architect of the Capitol may be
used to purch.ase restaurant equipment. This equiFaent is not
recorded as assets of the Revolving hand. Findings/CQoclusions:
The gOited States Senate Restaurants Revolving Fund was audited
for the period October 3, 1976, to October 1, 1977, in
accordance with the Comptroller General's standards for auditing
financial transactions, accounts, and reports of governdental
activities. These standards include generally accepted auditing
standards. Financial statements were prepared on tb i bwsis cf
the accounting records maintained on an accrual bas: a by the
Senate Restaurants' accounting staff and do not include the cost
of equipment and furJ.isnings acquired with appropriated funds.
The statements were prepared on a basis consistent with that of
the preceding period and present fairly the financial position
of the Senate Restaurants Bevolving Fund at Octoter 1, 1977, and
October 2, 1976, results of its operations, ana changes in its
financial position for the periods then ended. (BRS)
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COMPTROLLER GENERAL OF THE UNITED STATES
WASMHINTOTN. D.C. MD

B-114871

The Honorable George M. White
Architect of the Capitol

Dear Mr. White:

We audited the United States Senate Restaurants
Revolving Fund for the period October 3, 19/6, to October 1,
1977, pursuant to section 5 of the July 6, 1961, act
(40 U.S.C. 174j-5).

Because of the change in the close of the Governmenrt's
fiscal year from June 30 to September 30, the prior year's
data (June 29, 1975, to October 2, 1976), used for compara-
tive purposes in this report, covered a 15-month period.
All other data used in this report cover a 12-month period.

SCOPE OF AUDIT

We made our audit in accordance with the Comptroller
General's standards for auditing financial transactions,
accounts, and reports of governmental activities. These
standards include generally accepted auditing standards.
We reviewed operations, observed the physical count of
stock on hand, examined selected financial transactions
and records, confirmed customers' account balances, and
carried out other auditing procedures and such tests as
we considered necessary in the circumstances.

OPINION ON FINANCIAL STATEMENTS

We prepared the accompanying financial statements
(schs. 1, 2, and 3) ~n the bases of the accounting records
maintained on an accrual basis by the Senate Restaurants'
accounting staff. The statements do not include the coet
of equipment and furnishings acquired with tunds appro-
priated to the Architect of the Capitol or the cost of
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certain benefits and services--such as space, building
repairs and maintenance, utilities, trash disposal, menus
and forms printed by the Government Printing Office, and
services of the staff of the Architect of the Capitol--
all of which are furnished to the restaurants without
charge.

In our opinion, schedules 1, 2, and 3, which were
prepared on a basis consistent with that of the preced-
ing period and in accordance with the accounting prac-
tices and financial arrangements described above, present
fairly the financial position of the U.S. Senate Restau-
rants Revolving Fund at October 1, 1977, and October 2,
1976, the results of its operations, and the changes in
its financial position for the fiscal periods then ended.

GENERAL COMMENTS

The Senate Restaurants are operated primarily for
Senators and employees of the United States Senate. The
Architect of the Capitol is responsible for managing the
restaurants under the direction of the Senate Committee
on Rules and Administration.

Receipts from sales and transfers from the appropria-
tions for the contingent expenses of the Senate are used
to finance the activities of the Senate Restaurants Revolv-
ing Fund. These funds are deposited in the U.S. Treasury
to the credit of the Senate Restaurants Revolving Fund.
For the period ended October 1, 1977, sales receipts and
commissions amounted to $3,088,962, and transfers from
the appropriation for contingent expenses of the Senate
amounted to $250,000.

Funds appropriated to the Architect of the Capit'ol
for construction or maintenance may be used to purchase
restaurant equipment. The equipment is not recorded rs
assets of the Senate Restaurants Revolving Fund.

The Legislative Branch Appropriation Act, 1972
(Public Law 92-51, approved July 9, 1971), provided that
m&angement personnel salaries and miscellaneous expenses,
such as p:aper, cleaning, and laundry, may be paid from the
Senate Office 3uildings appropriation. Management person-
nel salaries and miscellaneous expenses of the restaurants
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paid from or obligated against this appropriation during
fiscal year 1977 totaled $612,715. Consistent with prior
years, this amount was not considered in determining the
net operating loss of the restaurants. (See sch. 2.)

RESULTS OF OPERATION,

Senate Restaurants operations for the period ended
October 1, 1977, resulted in a net operating loss of
$89,049, compared with a net operating loss for the ]5-
month period ended October 2, 1976, of $215,065. Overall,
the Senate Restaurants decreased their operating loss from
about $14,300 a month in the prior period to about $7,400
a month in the period ending October 1, 1977, a decrease
of about $6,900 a month. The smaller loss resulted from
generally improved operations in several of the units..
Although the loss on sitdown food and beverage operations
in the Capitol dining rooms increased about $2,300 a month,
it was offset by reduced losses on cafeteria food opera-
tions of about $6,000 a month and higher profits on fast
food and cigarstand operations of about $3,200 a month.

A condensed comparison of sales, commissions, and
operating results for each of the restaurants' activities
for 1977 and 1976 follows on page 4.

A comparative statement of assets and liabilities of
the Senate Restaurants Revolving Fund on October 1, 1977,
and October 2, 1976; a comparative statement of operations
for fiscal years 1974 through 1977; and a comparative state-
mert of changes in financial position for fiscal years ended
October 1, 1977, and October 2, 1976, are presented as
schedules 1, 2, and 3. A statement of operations, prepared
by the Senate Restaurants' accounting staff, for each of
the restaurants' activities for fiscal 1ear 1977 is in-
cluded as exhibit A.
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1977 (12 months) 1976 (15 months)
Sales Operating- Operating
and profit or and profit or

commissions loss i-) commissions loss (-)

Food and
beverages:

Capital din-
ing rooms $ 504,314 $-2!t6,435 $ 639,314 $-335,346

Senators'
dining room 60,697 -21,601 52,136 -27,836

Cafeterias 1,034,795 -106,934 1,187,904 -224,499
Coffee shop 272,478 54,430 294,862 53,958
Saackbar 108,722 21,292 101,346 10,736
Crryout 324,155 72,333 372,819 74,381
Vending 43,820 -1,058 47,843 5,329

2,348,981 -277,973 2,696,224 -443,577

Tobacco, candy
and newspapers:

Capitol din-
ing rooms
(note a) 101,958 29,539 107,973 29,542

Dirksen Of-
fice Build-
ing 388,285 86,272 436,892 107,566

Russell Office
Building 213,057 48,275 294,148 72,048

Vending
(note b) 10,531 -1,312 2,458 123

713,831 162,774 841,471 209,279

Vending machine
commissions 26,150 26,150 19,233 19,233

Operating total 3,088,962 -89,049 3,556-928 -215,065

Nonrecurring
expense (note c) - _- -16,700

Total $3,088,962 $ -89,049 $3,556,928 $-231,765

a/Operating expenses included under food and beverages.

b/Vending machine sales and profits reported under Russell Office
Building in the prior period are reclassified under Vending.

c/Payment due to adverse personnel action.
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STATUS OF ACCOUNTS RECEIVABLE

A comparison of customers' accounts receivable at
September 30, 1977, and September 30, 1976, follows.

Days _September 30, 1977 September 30, 1976
outstanding Amount Percent Amount Percent

0 to 30 $40,260 70.4 $25,882 66.3
31 to 60 5,033 8.8 6,231 16.0
61 to 90 6,952 12.2 2,223 5.7
Over 90 4,947 8.6 4,692 12.0

Total $57,192 100.0 $39,028 100.0

NEED TO IMPROVE PAYROLL OPERATIONS

Our test of the revolving fund's payroll records showed
a marked increase in errors over previous years--about
92 percent of the payments included in our test were incor-
recr. These erroneous payments ranged from a $25.34 over-
payment to a $13.46 underpayment; however, most amounted to
less than $2.00.

Restaurant operating employees are paid at hourly rates
through the Senate Restaurants Revolving Fund, while manage-
ment and office employees are paid from the Senate Office
Building Appropriation. The restaurants' accounting staff
manually processes the operating payroll, computing for
each employee the hours worked, the gross pay, the deduc-
tions, and the net pay.

Our test consisted of a 20-percent random sample of
the 353 payments made for 2 payroll periods. Of the 71 pay-
ments sampled, 65 or about 92 percent were incorrect.

The main reasons for the payroll errors were

--incorrect computations of hours worked;

--use of wrong pay rates;

-- use of wrong number of exemptions for Federal and
State tax withholding; and

-- use of outdated or inapplicable tax Withholding
tables.

5



B-1140'71

Also, certain procedures established to provide internal
controls over the restaurants' payroll activities were not
followed:

--Emploees' time cards were not approved by supervi-
sors.

--Alterations or changes to time cards were not approved
by supervisors.

--Personnel files were not updated. Basic payroll data,
such as life and health insurance forms were missing,
and income tax withholding certificates were not cur-
rent.

-- Payroll records were not verified to data in the
personnel files.

Although the restaurants' accounting staff had taken
steps to oitain current withholding certificates from em-
ployees and up-to-date withholding tables, we advised the
restaurants' administrative officer that action was still
needed to resolve the other problems.

The administrative officer agreed that payroll proce-
dures should be strengthened. He said that he w-,uld discuss
our findings with other restaurant officials and aleempt to
develop improved procedures. ie pointed out, for excnple,
that the time card approval procedures adopted in January
1976 require supervisors to approve employees' time cards.
However, in view of our findings he believed additional
training was needed to insure that the restaurant supervi-
sors follow the procedures.

In an attachment to his letter of April 25, 1978,
commenting on a draft of this report, the Architect of the
Capitol listed a number of steps recently taken to improve
payroll operations. These include new procedures and train-
ing of payroll personnel, correcting and updating tax with-
holding information, issuing new time card approval in-
structions to supervisors, and correcting personnel files.
The Architect also stated that placing the restaurants' pay-
roll on a computer within the next few months should im-
prove payroll operations.

6



B-114871

PLANS TO REVIEW VENDING
MACHINE OPERATIONS

The Senate Restaurants have both coitract and in-housevending machine operations. The contractors perform all ofthe services, including supplying merchandise and maintenancefor tneir vending machines, and submit commission paymentsand statements detailing the amount of vending machine salesto the Senate Restaurants Accounting Office. The SenateRestaurants rent vending machines from the contractors for
in-house operation. Maintenance for the machines is pro-vided by the contractors. The restaurants supply the mer-chandise f.. rented machines and realize any profit or loss
from the operation.

Our review of the vending machine operations for fis-cal year 1977 showed that the restaurants received commis-sions of $26,150 from contract vending machine operations,but that the in-house operation lost $2,370.

A comparison of sales, commissions, and operatingresults for the vending food and tobacco operations for
1977 follows.

Food Tobacco Comb.:.ned

In-house:
Sales $43,820 $10,531 $54,351

Expen3es 44,878 11,843 56,721

Profit or loss (-) -1,058 -1,312 -2,370

Contract vending machines
commissions 26,150

Net vending
profit $23,780

During our prior year's audit the restaurants' adminis-trative officer informed us that he planned t( review boththe in-house and contract vending machine operations toascertain whether the vending machine operation shold be
(1) conducted solely in-house, (2) contracted to only onevendor .nstead of four as it is now, or (3) continued asis. Subsequently, the Architect advised us that a reviewof the vending program was in progress. During this yea:'saudit, the restaurants' management advised us that the re-
view had not been completed.
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We believe that the vend.ng machine operations informa-tion developed during this review warrants consideration bythe Architect in his overall study of the vending program.

Sincerely yours,

Comptroller General
of the United States
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EXHIBIT A EXHIBIT A
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SCHEDULE 1 SCHEDULE 1

UNITED STATES SENATE RESTAURANTS REVOLVING FUND

COMPARATIVE STATEMENT OF ASSETS AND LIABILITIES

OCTOBER 1. 1977, AND OCTOBER 2. 1976

ASSErS October 1. 1977 October 2. 1976

CASH:
Funds with U.S. Treasury $449,989 $352,024

Petty cash and change funds 13.000 $462.989 10,000 $362,024

ACCOUNTS RECEIVABLE 57,E 05 41,427

INVENTORIES:
Food, beverages, merchandise,
and supplies, at cost 87,027 59,913

China, glassware, silverware,
and tableware, at cost 84 178 171,205 66,108 126,021

Total assets $691,999 $5X9472

LIABILITIES AND EQUITY

LIABILITIES:
Amounts due vendors 116,656 139,894
Net payroll and benefits 62,536 49,777
Federal and State taxes
withheld 16,411 8,161

Employees' accrued leave 70,465 66,768
Unclaimed wages 2 010 1 902

Total liabilities 268.078 266 502

EQUITY:
Contributed capital 51,200 51,200Capitalization of china, glass-
ware, silverware, and table-
ware inventory (note a) 45,944 45,944

Operating funds:
Balance at beginning

of year 165,826 97,591
Current year aDpropri-
ations 250.000 300,000

415,826 397,591

Less net loss for fiscal year 39 049 326 777 231.765 165 826

Total equity 423,921 262,970

Total liab!lities
and equity $691.999 $529 472

I/Initial capitalization of china, glassware, and silverware, at July 1, 1967,
was $36,361 and capitalizstior of tableware at October 2, 1976, was $9,583.
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SCHEDULE 2 SCHEDULE 2
UNITED STATES SENATE RESTAURANTS aiVOLVING rUND

COMPARATIVE STATEMENT OF OPERATIONS

FISCAL YEARS ENDED OCTOBER 1. 1977. OCTOBER 2. 19i6. JUNE 23. 1975

AND JUNE 29. 1974 (note a)

October 1. 1977 October 2, 1976 June 23. 1975 June 29. 1974
Percent Percent Percent Percent

of of of of
Amount sales Amount sales Amount sales Amount sales

SALE OF FOOD AND
BEVERAGES:

Regular $2,027,849 86.3 $2,391,273 38.7 $1,665,446 88.5 $1,480,537 88.9
Catering 321,132 13.7 304,951 11.3 215,772 11.5 184.733 11.1

Total 2,348,961 100.0 2,696,224 100.0 1,981,213 100.0 1,665,570 100.0

Cost of food
and bever-
ages sold 1,052.971 44.8 1,220,701 45.3 d32,721 44.3 783..54 47.4

GROSS PROFIT 1.296,010 55.2 1.475.523 54.7 1.048.497 55.7 876,716 52.6

OPERATING EXPENSES:
2alaries and
wages:

Straight
time 1,189,207 50.6 1,431,139 53.1 1,086,145 57.7 964,419 57.9

Overtimc 56,377 2.4 65,828 2.4 61,804 3.3 68,087 4.1
Leave ex-

pense 86,706 3.7 112,240 4.2 81,425 4.3 72,022 4.3
Employee
meals 57,274 2,5 73,898 2.7 53,109 2.8 52,471 3.2

Employee
benefits 122,276 5.2 144,113 5.3 100,143 5.3 79,096 4.7

Employee
physicals 5,194 .2 8,800 .3 6,697 .4 - -

Miscellaneous 7,395 .3 7,900 .3 6,904 .4 14,977 .9
China, glass-
ware, and
silverware 37,875 1.6 51,876 1.9 31,049 1.6 .0,168 1.2

yitchen utensils 4,319 .2 18,462 .7 b,265 .3 10,553 .6
Vending machine

rentals and
repairs 7.410 .3 4,844 ,2 1.500 . -1.521 .1

Total 1.573.983 67.0 1.919.100 71.1 1.435.041 76,2 1,.23.314 77.0
(notes b,c)

LOSS ON FOOD AND
BEVERAGE OPERA-
TIONS 277.973 .11.8 443577 16.4 386.544 20.5 406,598 24.4

CIGARSTAND MERCHAN-
DISE:

,alves 690,239 100.0 818,953 100.0 579,988 100.0 '433,248 100.0
.osr of sales 479.063 69.4 582.330 71.1 426 969 73.6 331,708 76.6

GROSS PROFIT 211.176 30.6 236.623 28.9 153.019 26.4 .01.540 73.4
Operating ex-

penses (no e 52,612 7.6 31,144 3,8 15.648 2.7 14.458 3.3

PROFIT ON CIGAR-
STAND OPERATIONS 158.564 23.0 205.479 25,1 137,371 23.7 87.082 20.1



SCHEDULE 2 SCHEDULE 2

NEWSPAPERS (note d):
Sales 23,592 100.0. 22,518 100.0 11,970 100.0 10,038 100.0Cost of sales 19.382 82. 2 18.718 t 9.682 80.9 8.044 80.1

PROFIT FROM NEWS-
PAPER SALES 4.210 17.8 3800 16.9 - 2,238 _19.1 1.994 19.9

VENDING MACHINE
COHMI SSIONS 26,150

19,233 7,226 6,436

NET OPERATING LOSS
(note a) 89 049 215.065 239. 59 311.036

Nt -RECURR:NG
ITEM:
Payment due to

personnel
action - 16,700 - -

NET LOSS $ 9 $ 231,765 $ 39659 311086

a/The fiscal year ended October 2, 1976, covers a 15-month period compared to a 12-monthperiod in all other years.

&/Additional costs, as provided for uader Public Law 92-51, were paid from the LegislativeBranch appropriations for the Senate Office Buildings as follows:

Fiscal Personnel Personnel Other Supplies and
year _omaensation benefits_ services materials Total

1977 $346,867 $33,922 $81,169 $150,757 $612,715
1976 404,753 41,089 97,866 190,985 734,6931975 277,370 25,660 78,187 167,457 548,6741974 272,069 24,896 59,362 114,003 470,330

S/In prior reports cigarstand operating expenses were included in food and 'everage operatingexpenses. Cigarstand expenses have been separately stated in this report to clearlyshnw the net profit or loss from food and beverage, and from cigarstand operations.

A/Total sales and cost of sales based on data reported for primary sales location.
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SCHEDULE 3 SCHEDULE 3

UNITED STATES SENATE RESTAURANTS REVOLVING FUND

COMPARATIVE STATEMENT OF CHANGES IN FINANCIAL POSITION

FISCAL YEARS ENDED OCTOBER 1. 1977 AND OCTOBER 2. 1976 (note Jo

October 1. 1977 October 2. 1976

FUNDS PROVIDED:
Salest and commissions $3,088,962 $3,538,211
Capitalization of tableware

at October 2, 1976 - 9,583
Appropriations 25__.000 300 000

Total $ $3.847.794

FUNDS APPLIED:
Cost of merchandise sold $1,551,416 $1,803,031
Salaries, wages, and benefits 1,567,852 1,866,880
Other operating expenses 58,7;'3 100,064
Increase in working capital 160,'951 77.819

Total $3.338.962 $3 847794

ANALYSIS OF CHANGES IN WORKING CAPITAL

FISCAL YEARS ENDED OCTOBER 1. 1977 AND OCTOBER 2. 1976 (note a)

Increase or decrease (-)
in working capi'Q1

October 1. 1977 October 2. 1976

WORKING CAPITAL CHANGES:
Cash $ 100,965 $ i07,527
Accounts receivable 16,378 -2,413
Inventory of food, tobacco,
and beverages 27,114 3,602

Inventory of china, glassware,
silverware, and tableware 18,070 17,255

Amounts due vendors 23,238 -36,988
Net payroll and benefits -12,759 -1,654
Federal and State taxes withheld -8,250 -1,466
Employees' accrued leave -3,697 -7,938
Unclaimed wages -108 -106

NET INCREASE IN WORKING CAPITAL $ 160951 S 77.819

a/The fiscal year ended October 2, 1976, covers a 15-month period compared
to a 12-month period for fiscal year ended October 1, 1977.

(41547)
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