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CHAPTER ONE

HIGHLIGHTS OF ACTIVITIES
FOR THE YEAR

The fiscal year ended June 30, 1975, was the 54th
year of operation of the General Accounting
Office—an independent, nonpolitical agency in the
legislative branch of the Federal Government. This
Office was created by the Budget and Accounting
Act, 1921, and carries out several interrelated func-
tions assigned by law:

—Assisting the Congress in its legislative and

oversight activities.

—Providing legal services.

—Auditing the programs, activities, and financial
operations of Federal departments and
agencies,

—Helping to improve Federal agency financial
management systems.

—Settling claims and collecting debts,

Direct Assistance to the Congress

One of our major objectivesis to render maximum
assistance to the Congress, its committees, and Mem-
bers (consistent with our responsibilities as an in-
dependent, nonpolitical agency). We, therefore,
direct our staff resources to producing information
on Federal programs and agency operations that
will be useful to the Congress and in areas which, in
our judgment, will fulfill the greatest apparent necd
and benefit to the Government.

During the fiscal year, we completed 1,177 reports
on audits or special studies. About 54 percent of
these were submitted directly to the Clongress, or to
its committees and Members, In addition, copies of
many reports addressed to Federal agency officials
were provided to interested committees and Mem-
bers of Congress.

Statistics on the number of reports completed do
not begin to tell the full story of GAO audit opera-
tions, but they do provide onc indicator of the
amount of work done. A summary of the number
of reports completed in fiscal year 1975, as com-
pared with 1974, follows.

m
Congressional reports:
Tothe Congress . . + « « +« « « & o & 145 199
To congressional committees . . . . . 167 178
To Members of Congress . . . . . . . 241 255
553 632
Reports to Federal agency officials . . . . j22 411
Reports of Office of Federal Elections . . . 204 134
Towl & &% gaaakisimiEs a 1,079 1,177

Reports are only one type of GAO's many serv-
ices to the Congress. Others include:

® Testifying before ~ongressional committees.

9 Preparing staff [ pers.

® Providing briefings on Federal agency pro-

grams and activities for committees, Members,
and staffs.

@ Developing questions for use during hearings.

® Assigning staff members for varying periods to

work for committzes.

@ Providing legal opinions and comments on

pending legislation.

About 34 percent of our professivnal staff’s work
was directed toward providing direct assistance to
the Congress during the fiscal year. In the previous
year, such assistance represented about 28 percent
of our work.

This category of work does not include the large
amount of work involved in auditing Federal agen-
cies, We make these audits cither because we believe
the results will be useful to the Congress or because
they are required by law on a recurring basis. Even
though the committees and Members of Congress
may use the information in these audit reports, we
do not classify this work as direct assistance.



HIGHLIGHTS OF ACTIVITIES FOR THE YEAR
Reports to Committees and Members

We make many audits or studies at the specific
request of congressional committees. In addition, we
respond to requests of individual Members when
feasible. Some of thess requests can be answered with
little effort, while others require a great deal of work.
Members' requests, il of sufficient importance from
a Government-wide standpoint, may result in re-
ports to the Congress.

A statistical summary of reports completed during
the year is provided in table 1. Some reports were
sent to more than one committee. (The titles of all
of our reports, including those to committees and
Members, are shown in app. 2. Details on many of
these reports are provided in later chapters of this
report.)

In addition to this category of reperts, we pro-
vided 789 responses to Members on requests relating
to claims by and against the United States. These
claims involved such subjects as Government con-
tracts, pay and allowances of employees, and travel
and transporiacion.

Specific Studies Directed by Law

An audit or study specifically directed by law is
classified as part of our direct assistance to the Con-
gress if it is a one-time study or review ratner than
one made pursuant to a continuing responsibility.
An example is the Small Business Amendments ot
1975, approved in August 1974. This act required
GAO to conduct a full-scaie audit of the Small Busi-
ness Administration, including its field offices.

Testifying at Hearings

GAOQ representatives testified before congressional
committees on 69 occasions during the year.

Staff Assignments to Committees

On request, 95 staff members were assigned to
the staffs of 35 different committees or subcommit-
tees during the year. Further information about
these assignments is shown in appendix 4, as re-
quired by the Legislative Reorganization Act of
1970.

Table 1
Number of
reparts
Senate Convmittees:

AT - v o emen s e 2
Agriculture and Forestry 1
Appropriations .. ... ... AR
Armed Services .. ...l 12
Banking, Hnusmg an Urll:m Alfairs TTTIED ¢
CHIMNEICE v cvemimnws smar sy s e S
Finance .......... I
Foreign Relations. ... ... 7
Government 0puralwns L4
Interior and Insular Affairs. . |
Judiciary ..............0 3
Labor and Public Welfare 5
Public Works. . ........... 4
Small Business. ...... 1
Veterans' Affaiss. ... ...... ... .. 3

T opsvminunammsaa ey SR vrvTein i 100

House Committees:
Appropriations ... ..., =
Armed Services .......ooooo o
Banking, Currency, and Iquamg .....
District of Columbia. .
Education and Lﬁlmr.
Foreign Affairs. . ...
Government Operations.
House Administration.
International Relations,
Judiciary
Merchant Marine and Flsh:rll:s
Post Oftice and Civil Service...........
Public Works and Trunsportation. . . .
Science and Astronautics. ........... .
Small Business

Tobh! conironnns 88

Joint Committees:
Atomic Energy. . 2
Congressional Operamns 1
Econemic . ... .....o....... 9
Internal Revenue Taxation... 2
Printing ........... REPER R e e 3
TOIAR.s.oocrbs v smmrsimm o s b s s 17
Officers of the Congress..................ooiiana 8
Total Committees and Officers 1]

Reports on Pending Legislation

First-hand review and observation of agency pro-
grams and activitics, together with our extensive ex-
perience in Federal legislation, enable us to provide



Table 2

REPORTS ON PENDING LEGISLATION

Senate Committees:

Aeronautical and Space Sciences............... :
Agriculture and Forestry. .

Banking, Housing and 'IJr'han Ml':un
Commerce .........eecoenin
Government Operations. .
Judiciazy .....ooiiii e
Labor and Public Welfare. .. e
Post Office and Civil Service. .
Public. Worksscaauooa s dovsie i s

137

House Committees:
Government Operations ... ............. R 17
House Administration. .. .........0.0 .00 ]
Interstate and Foreign Comurerce. .. ... ... .. ... 5

Judiciary ... .
Merchant Marine and Fnhcncs
Post Office and Civil Service........
Public Works and Transportation e
Science and Technology . .......... ....... ..

Small Business......... ......

Standards of Official Conduct

congressional committees with independent, objec-
tive advice on proposed legislation. During the year
we furnished committees with 266 reports on pend-
ing bills—137 to the Senate and 129 to the House.
Table 2 shows the committees and numbers of re-
ports involved.

Legal and Legislative Assistance

Committees and Members call upon us continu-
ally for formal and informal legal advice and assist-
ance; views on contractual, fiscal, and administrative
provisions of law; drafts of legislation; and views on
administrative regulations,

Assistance on House and Senate
Financial and Administrative
Operations

As in past years, we continued to have a profes-
sional staff at the Capitol to audit financial opera-
tions and provide advisory services. (See p. 183 for
further information. )

HIGHLIGHTS OF ACTIVITIES FOR THE YEAR
Liaison Activities

Our Office of Congressional Relations is the co-
ordination point for providing the Congress with
prompt and effective assistance. Under the gereral
supervision of the Deputy Comptroller General,
Robert T. Keller, this office maintains continuous
contact with congressional committees and Members
of Congress. The Director of the office is Smith
Blair, Jr.

Monthly List of GAO Reports

Each month we send to the Congress, its com-
mittees, and all Members a list of GAO reports
completed or released during the previous month.
(Section 234 of the Legislative Reorganization Act
of 1970 requires these lists.) They are also published
in the Congressional Record through arrangements
made with a congressional committee.

The lists show the title of each report, date of
release, GAO report number, and identity of Gov-
ernment agencics or other organizations responsible
for the activities reported on. Brief digests of reports
to the Congress or committees are also included,

Recommendations for Legislation

As required by the Budget and Accounting Act,
1921, we include in our reports to the Congress
recommendations “looking to greater economy and
efficiency in public expenditures.” Sometimes these
recommendations require fegislation.

A summary of such recommendations, included
in reports made during fiscal year 1975, together
with recommendations reported in prior years but
not acted upon, is presented in chapter 2.

During fiscal year 1974, we developed a new spe-
cial reporl. For each congressional committee, we

ly ize the recommendations for legis-
lative action made in our reports that relate to the
responsibilities of that committee and are still open.
The most recent report was prepared as of January
1975; we plan to continue this report as of the same
date in future years.

New Duties Under the Congressional
Budget and Impoundment Control Act

During fiscal year 1973 the Congress began inten-
sive studies to revise and strengthen congressional

3



HIGHLIGHTS OF ACTIVITIES FOR THE YEAR

procedures for dealing with the Federal budget.
These studies were completed in fiscal year 1975 and
resulted in the enactment of the Congressional
Budget and Impoundment Control Act of 1974
(Public Law 93-344, approved July 12, 1974).

This important law not only provides substantial
changes in congressional organization and proce-
dures for considering the Federal budget but also
assigns numerous additional responsibilities to the
Comptroller General and revises others. The act en-
larges GAQ's program evaluation role, requiring
GAO to (1) review and evaluate Government pro-
grams carried on under existing law, (2) recom-
mend metheds for reviewing and evaluating Govern-
ment programs, (3) assist in stating legislative ob-
jectives and goals of programs authorized and (4)
develop methods for assessing anc reporting actual
program performance.

In addition, the act clarifies and strengthens the
extensive fiscal, budgetary, and program-related
data and information systems responsibilities given to
the Comptroller General in cooperation with the
Secretary of the Treasury; the Director, Office of
Management and Budget, and the Director of the
Congressional Budget Office, a new legislative office
established by the act. It also gives GAO important
new responsibilities in connection with congressional
consideration of rescissions and deferrals of budget
authority proposed by the President.

Title X of the Congressional Budget and Im-
poundment Control Act of 1975 concerns congres-
sional control over the President’s authority to im-
pound funds. Its provisions involve the Comptroller
General in all proposed rescissions and deferrals of
budget authority because he must review and advise
the Congress about the legality and impact of pro-
posed rescissions and deferrals of budget authority
by the executive branch.

The Comptroller General is also empowered under
this law to bring suit to require the frecing of budget
authority not made available as required. The first
such suit was begun on April 15, 1975, in the Fed-
eral District Court for the District of Columbia. Its
purpose is to compel the release of about $264 mil-
lion of budget authority for a subsidized housing
program carried out under section 235 of the Na-
tional Housing Act. This section was enacted in
1968 to help lower income families acquire home-
ownership of housing units by making mortgage
assistance payments on behalf of homeowners and

4

cooperative members. The program was first sus-
pended by the President in 1973, and the suspension
was continued under the Tmpoundment Control
Act.

The suit not only is the first instance where the
Comptroller General has initiated legal proceed-
ings to enforce provisions of the act but also repre-
sents one of the few times one part of the
Government has sued another.

Legal Services and Decisions

Our legal work extends to virtually the full range
of the Government's receipt and expenditure
activity. It serves:
® Congressional committees and Members of
Congress.

® Heads of departments and agencies, as well as
disbursing and certifying officers, on the legal-
ity or propriety of proposed expenditures of
Federal funds.

® The Office of Management and Budget.

© Contracting and procurement officers in con-

nection with Government contracts,

® Bidders and proposers for Government con-

tracts.

® Individuals and firms whose claims have been

disallowed by our Transportation and Claims
Division.

® GAO auditors in their audits of agency pro-

grams and activities,

The Comptroller General's legal decisions are
binding upon the executive branch. Payments made
contrary to them may be disallowed. Private firms
and individuals have further recourse to the courts
in most instances.

During the year, our Office of the General Coun-
sel completed 4,971 separate legal matters. Fur-
ther information on our legal work is described in
chapter 4.

Auditing

Auditing the programs, activities, and financial
operations of Federal departments and agencies and
their contractors and grantees on our own initiative
requires well over half of our professioal staff. Our
audits:



® Lvaluate the efficiency, cconomy, legality, and
effectiveness with which Federal agencies carry
out their financial, management, and program
responsibilities.

@ Provide the Congress and Federal agency of-
ficials with objective information, conclusions,
and recommendations that will aid them in
carrying out their responsibilities.

GAO auditing includes not only examining ac-

counting records and financial transactions and re-
ports but also:

® Checking for compliance with applicable laws
and regulations.

@ Examining the efficiency and economy of oper-
ations.

® Reviewing the results of operations to evaluate
whether desired results, including legislatively
prescribed  objectives, have been effectively
achieved.

Our audit work normally embraces three hasic
phases.

Survey—Obtaining working information and
analyzing it to identily matters deserv-
ing detailed examination.

Review—Making detailed examinations.

Report—Communicating results of examinations,
including recommendations.

GAOQO auditors operate in almost every Federal
agency in the United States and in many foreign
countries. During fiscal year 1975 we made 836
surveys and 1,376 reviews of government programs
and activities in the United States and in 78 other
countries. Table 3 shows that these audit assign-

Table 3
Surveys Heviews

Domestic programs:

Manpawer and welfare . . . . . . . 13 213

R and ic develop W 181

General government . . . . . . . . 121 171
General management:

Procurement and systems acquisition . 107 233

Logistics and communications . . . . 122 27

Federal personnel and compensation . . 98 96

Fi ial and general g .. 48 63
International programs . . . . . . . . . 9 123

Energy and special programs . . . . . . 41 25
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ments were carried out under broad functional cate-
gories.

The results of much of the audit work done dur-
ing the year will be included in reports to be com-
pleted during the next fiscal year.

Audit Planning

In deciding what audit work to perform, we em-
phasize Federal programs and agency operations in
which there are strong present or potential congres-
sional interest and opportunities for improvement.

Given the size of the Federal Government and
the wide scope of its operations, we must be selective
in determining which Federal programs and activi-
ties we will review at any given time. In making
these decisions, we consider such factors as the im-
portance and effectiveness of programs and activities,
size of expenditures, investment in assets, public and
congressional interest, etc. We keep in continuing -
contact with congressional committees to remain
abreast of their interests and activities and with Fed-
eral agencies in the day-to-day conduct of their
programs,

In recent years, we have devoted increased atten-
tion to examining the results of Government pro-
grams; this cmphasis is continuing. We also encour-
age Federal agencies to make their own program
evaluations. In our independent role, we determine
how well the agencics discharge this important re-
sponsibility, as well as their other management and
program responsibilities.

During the year we further refined our procedures
for making decisions on carrying out audit and
evaluation work when more than one GAO operat-
ing division was involved. GAO occupies an un-
usual position: it has audit cognizance over the
operations of virtually all agencies of the executive
branch. As a result, our audits of program and func-
tional issues very often cross Federal agency lines.
Thus, we nced to be particularly sensitive to op-
portunities to deal with duplication of effort among
agencies, inadequate coordinating arrangements,
conflicting approaches to programs, inadequately
defined objectives, obsolete programs or objectives,
and so on.

In part, the reorganization of GAO in 1972 (sce
1972 annual report) was designed to enable us to
better focus on Government-wide programs and
functions rather than on the operations of individual
agencies. With increased workloads as a result of
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expanding Federal operations (including new pro-
grams), planning and managing our resources to
focus as much as possible on major problems and
issues, and to therchy avoid wasteful diffusion of
our resources, is important. To help us, we have
established “lead divisions”—focal points in our
Washington headquarters office to be primarily re-
sponsible for general understanding, assessment,
guidance, and communications on what GAO is do-
ing, has done, and should plan to do in specific
major problem or issue areas involving the Federal
Government.

Our Program Planning Committee, chaired by
the Comptroller General, has identified and ap-
proved 26 major Federal programs or issue areas to
receive priority attention when we decide what audit
work we will do on our own initiative. A list of these
areas is shown in table 4.

Each of our identified issue areas is assigned to
one of our operating divisions or offices. That orga-
nization takes the lead within GAO in identifying
specific matters to be examined, developing plans,
and formulating GAO approaches, whether or not
it has direct audit responsibility for all of the Fed-
eral departments or agencies involved in the area.

Our lead division concept has evolved as one ap-
proach to helping us review Government-wide prob-
lems that affect more than one Federal agency. Our
experience with it is still in its early stages. However,
we hope it will strengthen our management and de-
cisionmaking processes in a way that will enable us
to provide increasingly useful information for the

Congress and the agencies involved in carrying out
the underlying programs and activities.

Impact of New Legislation

New legislative actions of the Congress continue
to assign added responsibilities to our Office. As a
result, we constantly need to adjust our work pro-
grams or increase our capabilities to accommodate
the increased workload. Examples of important
recent legislative actions follow,

® The Energy Reorganization Act of 1974 re-
quires GAO to evaluate the cffectiveness of
licensing and related regulatory activities of the
newly established Nuclear Regulatory Com-
mission and to evaluate the operations of the
Office of Nuclear Safety Research and the
Bureau of Nuclear Materials Sccurity. A re-
port to the Congress is required within 5 years.

® The International Air Transportation Fair
Competitive Practices Act of 1974 directs the
Comptroller General to disallow any expendi-
tures from appropriated funds for payment of
personnel or cargo transportation en a for-
eign air carrier in the absence of satisfactory
proof of necessity.

® The Trade Act of 1974 requires the Comptrol-
ler General to study adjustment assistance pro-
grams established by the act and to report to
the Congress on the results of the study by
January 31, 1980.

Table 4
MAJOR ISSUE AREAS

Automatic Data Processing

Consumer Safety and Protection

Domestic Housing and Community Programs
Education and Training

Energy

Environmental Protection

Facilities and Material Management

Federal Personnel Management and Compensation
Food and Fiber

Health

Income Security

Industrial Materials

Internal Auditing Systems

Intergovernmental Relations and Revenue Sharing
International Economic and Military Assistance
Land Use Planning and Control

Law Enforcement and Crime Prevention
Military Preparedness

Nondiscrimination and Equal Opportunity
Procurement of Goods and Services

Program Evaluation Systems

Protection of Personal Privacy

Science and Technology

Tax Policy

Transportation Systems and Policies

Water

1]



® The Amtrak Improvement Act of 1974 makes
GAO responsible for conducting an annual
management audit of Amtrak’s operations.

® The conference report on fiscal year 1973 De-
partment of Defense appropriations, released
in September 1974, requested GAO to make an
indlepth study of the Department of Defense’s
program of stockpiling war materials or equip-
ment for usc by foreign countries and to report
to the Committees on Appropriations.

® The D.C. Home Rule Bill requires GAO to
make annual audits in connection with the
District of Columbia’s authority to borrow
funds in the open market rather than, as in the
past, from the U.S. Treasury. We are also re-
quired to continue our engoing examination of
the operations of the D.C. Government.

Also important over the long run is legislation
which creates new Federal programs or expands
existing programs. We will need to audit them as we
do other programs. A few examples:
© The Solar Energy Rescarch, Development and
Demonstration Act of 1974.

® The Housing and Community Development
Actof 1974,

® The Emergency Job and Unemployment As-
sistance Act of 1974,

® The Office of Federal Procurement Policy Act
of 1974 and the revised statutes simplifying
procurement procedures by raising the ceiling
on small purchases from $2,500 to $10,000.

Prior legislative actions also continue to have a
sizable impact on our operations. For example, the
Health Maintenance Organization Act of 1973 re-
quires GAO to perform rather extensive evaluation
work in connection with the operations and impact
of health mai e organizations. This require-
ment will require substanual effort for at least the
next 2 years.

In addition to the above, the statutes setting up
the new Commission on Federal Paperwork and the
National Commission on Electronic Fund Transfers
name the Comptroller General as a member. We
also expect to cooperate closely with the recently re-
organized National Commission on Productivity and
Work Quality in our efforts to measure and identify
ways to increase productivity in the Federal Govern-
ment.

HIGHLIGHTS OF ACTIVITIES FOR THE YEAR
Access to Records

To satisfactorily audit the programs and activities
of Federal departments and agencies, we must have
full access to their books, documents, papers, and
records. The Congress itself clearly recognized this
need when it enacted the Budget and Accounting
Act, 1921. That act provides us with broad author-
ity to have access to Federal agency records; this
authorization has been repeated in several laws
enacted since then,

Most Federal agencies cooperate satisfactorily
with us. In a few cases, however, we still encounter
restrictions on what records our auditors can ex-
amine, and occasionally unwarranted delays occur
before essential records are made available to us, As
in past years, the problems that we have had on
access to bank examination reports of the Federal
Deposit Insurance Corporation and credit union
examination reports of the National Credit Union
Administration continued (sce ch. 16).

The longstanding refusal by the Internal Revenue
Service to permit the General Accounting Office to
review administration of the internal revenue laws,
except on behalf of the Joint Committee on Internal
Revenue Taxation, has been the subject of discussion
and correspondence between our Office and IRS for
years. It has also been the subject of hearings before
different congressional committees.

The Internal Revenue Service has consistently
interpreted the Internal Revenue Code as prohibit-
ing the Commissioner of Internal Revenue from
making any documents or records on the administra-
tion of the Internal Revenue Code available to GAO,
and the Service questions GAO’s authority to make
management reviews of IRS. GAO, on the other
hand, believes that the Internal Revenue Code does
not preclude the Service from making records avail-
able to GAO for audit purposes and that GAO
does have authority to make management audits
of TRS.

It is the position of IRS that the Congress has
given the Joint Committee on Internal Revenue
Taxation, rather than GAO, the supervisory review
of the administration of the revenue laws. The Joint
Committee was established by the Revenue Act of
1926, and its statutory functions include investigat-
ing the administration of taxes by IRS and investi-
gating measures and methods to simplify tax law.
We see no basis for the argument that the establish-
ment of the Joint Committee precmpted the field in

7
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the review of IRS. The law does not specifically in-
dicate such preemption, and it has never been argued
that, because the standing committees of the Con-
gress legislatively monitor the departments, GAO
cannot review the activities of such departments.

We are making selective audits of IRS at the
direction of the Joint Committee on Internal Reve-
nue Taxation. Although our arrangement with the
Joint Committee to make andits is working satislac-
torily, we do not regard it as a substitute fo. inde-
pendent audits by GAO. Unlike our self-initiated
work, the areas to be audited and the reporting of
results are controlled, because under the guidelines
the Joint Committee makes the final decision on
the areas to be reviewed and controls the release of
the reports made by us, lescqneml}-, we may not
always be able to address what we helieve to be the
most important problem areas or to have our find-
ings reported to the Congress as a whole, Also, our
ability to respond fully and directly to speciiic re-
quests from other congressional committees remains
impaired,

In view of this continuing impasse, we believe
that legislation is necessary to clarify that the Inter-
nal Revenue Service is subject to GAO audit and,
accordingly, have recommended the enactment of
such legislation.

Audit of Transportation Payments

The Transportation Act of 1940 requires us to
postaudit all billings for transportation under stand-
ard Government transportation forms, During the
vear we audited $1.7 billion in transportation
charges, of which over $1.2 billion was for 4.2 mil-
lion freight shipments and $448 million was for 2.6
million passenger movements. A total of 65,488
claims of overcharge were stated against carriers
for $10.7 million. Collections from earriers amounted
to §10.1 million; 11,166 claims by carriers against
the United States were settled for $1.9 million.

Our transportation audit work is discussed more
fully in chapter 15.

Fiscal year 1975 was the last full year during
which GAO carried out the responsibility for audit-
ing, in detail, the Government’s transportation pay-
ments 1o carriers. The General Accounting Office
Act ol 1974 (Public Law 93-604, approved Jan. 2,
1975) includes as one provision the transfer of this
responsibility to the General Services Administra-

tion. We strongly supported this change on the basis
that initial audits of such expenditures are an
executive branch function.

Planning for this transfer has been in process for
the past 2 years, and formal transfer of this function
with a fully operational organization was made on
October 12, 1975.

The transfer, however, does not completely re-
move us from the picture. We will continue to be
responsible for reviewing administrative policies,
practices, and procedures of executive agencies hav-
ing transportation responsibilitics. We will collect,
compromise, and terminate transportation debts re-
ferred to us by other agencies. We will also continue
to render decisions and give guidance to depart-
ments and agencies in connection with proposed
transportation expenditures and to claimants who
request the Comptroller General to review settle-
ments involving questions of law or fact.

Settlement of Claims

We settle other categorics of claims by and against
the Federal Government. Qur settlements are com-
pletely independent of the agencies out of whose
operations the claims arisc. Hence, aggrieved parties
arc provided with an impartial and independent set-
tlement of their claims. Settling these claims without
litigation also reduces the burden on the courts and
the Department of Justice.

Claims against the United States referred to GAO
for settlement are (1) those required by statute to
be paid on settlement by GAO and (2) those in-
volving doubtful questions of law or fact. During
the year we settled 9,980 claims against the United
States for $194.9 million.

Claims made by the United States are referred to
us for examination and adjudication when there is
administrative doubt as to the liability of the debtor
or the amount of the deht. Other claims are referred
to us hecause debt collection efforts have been un-
successful. During 1975 we settled 28,926 such
claims, resulting in the collection of $5.3 million.
As of June 30, 1975, 41,017 claims totaling $90
million were on hand, including 12,616 claims
amounting to $8.9 million in the process of collec-
tion by GAO and 4,024 claims under collection in
the Department of Justice.

Further information on these activities will be
found in chapter 15.



Financial Management Improvement

The year 1975 marked the 25th anniversary of
the Budget and Accounting Procedures Act of 1950.
This legislation—which became law on Septem-
her 12, 1950-—was a landmark in redesignirg basic
financial management responsibilities in the Federal
Covernment. For the first time it specifically made
the heads of executive agencies responsible for estab-
lishing and maintaining effective financial manage-
ment systems, which would include good budget and
accounting systems and related systems of internal
control and audit.

Under this act the functions of the General Ac-
counting Office, as they pertained to accounting,
were materially changed, and since then our job
has been to:

® Prescribe accounting principles and standards
for the guidance of executive agencies.

® Cooperate with the agencies in improving their
accounting and financial management systens.

® Approve agencies’ principles and standards
and accounting systems designs when they are
determined to he adequate.

During fiscal year 1975, Federal agencies made
further progress in reshaping their accounting sys-
tems so that we could approve them. We approved
accounting principles and standards for systems in
3 agencies, plus designs for 27 systems in other
agencies. By the end of the year, principles and
standards for 280 of 286 systems subject to ap-
proval had been approved, and 148 designs had
been approved. Our goal is to have all Federal
agencies' accounting systems approved by the end
of fiscal year 1980. To achieve this goal, we must
review and approve 138 systems designs in the
next 5 years—a task which will provide a great
challenge not only to us but to the agencies who
are siill developing their systems to the point where
they can be submitted for review and approval.

The Budget and Accounting Procedures Act of
1950 also authorized a cooperative, joint program
of the Comptroller General, the Secretary of the
‘Treasury, and the Director of the Office of Manage-
ment and Budget to work continually toward im-
proving financial management practices in the
Federal Government. The Chairman of the Civil
Service Cc ion and the Administrator of Gen-
eral Services have since been added to this group of
Federal agency heads who lead the important Joint
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Financial Management Tmprovemeni Program.
The operations of this program are reported in sepa
rate annual progress reports that are published for
the information of the Congress, all Federal agen-
cies, and the public.

Federal Election Activities

The Presidential Election Campaign Fund Act,
approved December 10, 1971, and the Federal Elec-
tion Campaign Act of 1971, approved February 7,
1972, cstablished new procedures concerning the
financing and disclosure of campaign expenditures
for Federal clections. Both laws assigned responsi-
bilities to the Comptroller General, mainly relating
to the disclosure of campaign expenditures for Presi-
dential and Vice-Presidential candidates. During
fiscal year 1972, a separate Office of Federal Elec-
tions was created in GAO to carry out these
responsibilities.

During fiscal year 1975, the Congress enacted
additional election campaign legislation which re-
sulted in these responsibilities being transferred from
the  General Accounting Office. On October 15,
1974, the Federal Election Campaign Act Amend-
ments of 1974 (Public Law 93-443, approved
Oct. 15, 1974), established a new Federal Election
Commission and provided for transferring to the
Commission all authority of the Comptroller Gen-
eral as a supervisory officer for Presidential cam-
paigns under title IIT of the Federal Election Cam-
paign Act of 1971 and as the administrator of the
Presidential Election Campaign Fund established
under Public Law 92-178. The 1974 amendments
also repealed title I of the Federal Election Cam-
paign Act of 1971 under which the Comptroller
General issued regulations governing campaign
spending for communications media advertising.

"T'he existing authority continued, however, dur-
ing the transition period provided to allow time to
appoint the Commission members and to organize
its activities. Hence, our Office of Federal Elections
continued to receive reports filed by Presidential
candidates and political committees and to make
them awvailable for public inspection. The transition
period ended on May 30, 1975, when the Federal
Election Commission formally completed the trans-
fer of records from the General Accounting Office
and assumed authority under the 1974 amendments.
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Savings and Other Accomplishments

It is not possible to determine the full effect of
GAO activities in terms of financial savings, improve-
ments in Government operations, and increased
cffectiveness of Government programs and activities.
Where possible, we do keep records of savings re-
sulting from actions that are primarily attributable
to our work. For the fiscal year 1975, such savings
amounted to $503 million.

However, we perform much of our work with
the objective of stimulating improvements in Gov-
ernment operations without regard to financial sav-
ings that can be identified as attributable to our
work. In most cases, actions taken on our findings
and recommendations cannot be fully measured in
dollar terms. In some ways, actions taken on the
basis of our findings and recommendations that may
not result in measurable financial savings but that
do lead to increased effectiveness in Government
programs or activities are more important than
actual financial savings.

Examples of savings and other accomplishments
growing out of our work are presented in chapter

Operating Expenses

The appropriation for operating our Office for
fiscal year 1975 was $125 million. Total operating
expenses for the year were $125.8 million, of which
about 83 percent was for salaries and other person-
nel costs,

Financial statements showing our assets and
liabilities, operating expenses, and other data are
presented in appendix 6.

Staffing

At June 30, 1975, we had 5,490 employees, an
increase of 302 over last year. Of the current total,
3,800, or about 70 percent, were members of our
professional staff.

The table on page 215 presents a summary of the
composition of our staff in terms of academic and
experience backgrounds. We are continuing to in-
crease the mix of disciplines of our staff, to enable us
to better carry out our responsibilities and assist
the Congress,
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Equal Opportunity

We are continuing to improve our overall em-
ployment profile by increasing the number of wom-
en and minority persons on our rolls. Since June
30, 1972, the proportion of women employees in-
creased from 26.5 percent of total general schedule
employces to 28.4 percent. During the same period,
the proportion of minority employees increased from
14.4 percent to 17.9 pe nt. (See p. 219 for fur-
ther information on this program. )

Upward Mobility

This program is designed to give employees in
lower grade jobs, with limited opportunity for ad-
vancement, a bridge to better positions on our pro-
fessional staff. As described bricfly on page 217,
this program continued during the year with 28 em-
ployees participating.

Legislation To Revise and Restate
Certain GAO Functions and Duties

On January 2, 1975, the General Accounting Of-
fice Act of 1974 was signed into law ( Public Law 93~
G04). It provided for several changes in our responsi-
bilities, all intended to enable us to operate more ef-
fectively, and we strongly supported it. Included in
the new law are provisions:

—Transferring responsibility for detailed audit of
transportation payments to the cxecutive
branch.

—~Authorizing GAO audits of certain non-appro-
priated-fund activities.

—Authorizing a reduction in the frequency of
required repetitive audits of Government cor-
porations and certain other entitics.

Additional legislation (H.R. 12114 and S. 3014)

directly affecting GAQ’s functions and involving
more complex issues was intreduced in the 93d Con-
gress but not acted upon. A new bill (S, 2268) was
introduced in the 94th Congress on August 1, 1975,

to:

Enable the Comptroller General to institute civil
actions in a Federal court in connection with
proposed obligations or expenditures of public
funds in a manner determined by him to be
illegal.



—~Authorize the Comptroller General to issue
subpoenas for negotiated contract and subcon-
tract records and records of other non-Federal
persons or organizations.

—~Authorize the Comptroller General to bring

HIGHLIGHTS OF ACTIVITIES FOR THE YEAR

suit against Federal agencies to compel them
to farnish requested records.

—-Authorize and direct the Comptroller General
to muke profit studics of Government contrac-
tors.

11



CHAPTER TWO

LEGISLATIVE
RECOMMENDATIONS

The Budget and Accounting Act, 1921, requires
our Office to make recommendations to the Congress
“looking to greater economy and efficiency in public
expenditures.” In cases where an audit shows that
corrective legislation is required or desirable, our re-
port will include an appropriate proposal for legisla-
tive consideration. In other cases, we may recom-
mend that the affected agency sponsor a legislative
proposal. Furthermore, we bring proposals for legis-
lation to the attention of the committees of jurisdic-
tion,

In January 1975 we submitted to the chairmen
and ranking minority members of the responsible
congressional committees an annual summary of
recommendations for legislative action which were
open as of January 1, 1975.

This chapter discusses our legislative recommen-
dations acted on by the Congress in fiscal year 1975.
Also included are open recommendations made by us
during the year, together with other open recom-
mendations carried forward from prior years.

Legislative Recommendations
Acted on by the Congress
During Fiscal Year 1975

Agriculture and Rural Development

Establishment of Independent Agency Separate
from the Department of Agriculture to Regulate
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Commodity Futures Trading—We recommended
that the Congress establish an independent agency,
separate from the Department of Agriculture, to
regulate all futures trading because (1) this would
remove any appearance of a conflict of interest,
(2} futures markets, vital to the Nation’s economic
well-being, should be regulated by a strong, inde-
pendent agency, and (3) Federal regulation could
he extended to all types of futures trading encom-
passing commoditics, such as metals and foreign
currencies, in which the Department has little or
no expertise,

On October 23, 1974, the Commodity Futures
Trading Commission Act of 1974 (Public Law 93—
463) was approved by the President. This law,
which became effective April 21, 1975, established
an independent regulatory Commodity Futures
Trading Commission to regulate futures trading
and commodity exchange activities, (RED-74—
236, May 3, 1974.)

Amendment of the Commodity Exchange Act to
Provide Effective Regulation of Commodity Futures
Trading—The Commodity Exchange Act, as
amended, authorized the Sccretary of Agriculture
to regulate commodity futures trading. To close
gaps in the act and to strengthen the Government's
supervision of commodity exchanges and traders, we
recommended the enactment of several amendments
to the act. On October 23, 1974, the Congress en-
acted the Commodity Futures Trading Commission
Act of 1974 (Public Law 93-463), which provided
broad new authority to an independent Commission
to regulate futures trading and commodity ex-
change activity.

The new act, which became effective on April 21,
1975, covered all but one of our legislative recom-
mendations by providing authority for (1) regulat-
ing all goods, articles, services, rights, and interests
traded for future delivery, (2) requiring the Com-
mission to determine whether to permit trading by
floor brokers and futures commission merchants for
their own account while at the same time trading for
their customers, (3) authorizing the Commission to
seck, through the Attorney General or directly from
the courts, to cnjoin contract markets or persons
from violating the act, (4) authorizing the estab-
lishment of additional points for the delivery of a
commodity, (5) imposing penalties up to $100,000
for both administrative and criminal violations, and
(6) expanding registration and examination for fit-



ness requirements to include all individuals handling
customers’ accounts. Qur recommendation to pro-
vide authority to establish margin requirements only
in emergency situations was considered during the
hearings preceding «actment of the Commodity
Futures Trading Commission Act of 1974 but was
not adopted. (RED-74-236, May 3, 1975.)

Education and Martpnwer

Improvement of Bill Proposing to Amend the In-
dian Self-Determination Acl—As a result of our
recommendations to the Chairman, Hous: Com-
mittee on Interior and Insular Affairs, a bill, 8. 1017,
was amended to provide [or tightening up the con-
tracting provisions for auditing and reporting, crimi-
nal penalties for misuse of contract funds, and the
advance payment of contract funds. Federal Govern-
ment trust responsibilities and duties to Indian tribes
were also clarified and more clearly defined. The
amended bill subsequently was enacted as Public
Law 93-638, approved January 4, 1975,

General Government

Interest Rate Charged on Extended Payment of
Estale Taxes Increased—Payment of estate taxes is
generally required within 9 months after a decedent’s
death unless IRS grants the estate an extension. The
Internal Revenue Code required that an annual
4-percent rate of interest be charged on these taxes
during the extended payment period. We recom-
mended to the Joint Committee on Internal Revenue
Taxation that this interest rate be increased to a level
more in line with the Government’s cost of
borrowing.

Public Law 93-625, approved January 3, 1975,
increased the rate of interest charged on deferred
estate taxes, as well as other taxes, and the interest
rate paid by IRS on tax refunds. The rate was in-
creased to 9 percent, subject to adjustment geared
to changes in the prime rate by commercial banks.
On an annualized basis, the 9-percent interest rate
on deferred estate taxes will provide an increase of
$40.6 million in payments to the Federal Govern-
ment. Because the interest rate is subject to adjust-
ment in February 1976 and the amount of deferred
estate taxes will vary, future savings will fluctuate.
(GGD-74-1, Aug. 9, 1973.)

LEGISLATIVE RECOMMENDATIONS
Income Security

Paying Compensation Claims of Disabled Federal
Employees—Federal employees unable to work be-
cause of job-related injurics were waiting 4 to 6
weeks, and sometimes more, befare they received dis-
ability compensation. This delay occurred despite the
fact that 90 percent of all disability claims were un-
contested, requiring minimal time to adjudicate. We
recommended that each Federal agency be author-
ized to immediately pay the claims of its employees
by keeping them in a pay status pending processing
of the claim with provisions for recovery of errone-
ous payments. On September 7, 1974, the Federal
Employees Compensation Act was amended by en-
actment of Public Law 93-416(1), making the
changes we sought. (B-157593, Nov. 21, 1973.)

International Affairs and Finance

Provision for Excess Defense Articles in Foreign
Assistance  Legislation—In 1973 GAO recom-
mended restrictions in the use of excess defense ar-
ticles in the Military Assistance Program (B-163742,
Mar. 21, 1973). The Congress later passed legisla-
tion which actually expanded the possibilities for
the uncontrolled use of excess defense articles by
changing the definition for the valuation of these
articles to be charged to the program under section
8 of the Foreign Military Sales Act Amendments
of 1971.

In 1974 Senate bill 3394 was introduced and
contained a provision to repeal section 8, making
congressional oversight more difficult and further
liberalizing the use of excess defense articles in the
Military Assistance Program. GAO was requested to
review this proposed provisien, and we later rec-
ommended that the Congress consider retaining
section 8 with modifications originally recom-
mended in the 1973 report. (Excess Defense Articles
Provision in Proposed Foreign Assistance Legisla-
tion, ID-74-65, July 15, 1974.)

The Congress passed the Foreign Assistance Act
of 1974 which contained two amendments incorpo-
rating our recommendations.

Need 1o Increase Congressional Conirol Ouver
Excess Defense Articles Transfers—The President
and the Department of Defense have considerable
statutory authority to transfer military cquipment
and materials to allies or U.S. Forces. This authority
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is especially significant in the area of excess defense
articles in that Defense can transfer vast quantities
of excess items to foreign governments with little or
no charge to any appropriation.

We recommended that the Congress consider
tighter controls over the quantity of excess articles
that can be transferred to foreign governments,
At the time we submitted our report, legislation was
pending on the Department of Defense procure-
ment authorization bill. Because of this we made
no recommendation related to stockpiling. {Depart-
rent of Defense Stockpiling of War Reserve Mate-
rials for Use by United States Allies, TD-74-68,
July 17, 1974.)

As a result of our report, the Congress passed a
new section 514 in the Foreign Assistance Act of
1974 which prohibits the stockpiling of defense
articles of war reserves for foreign countries with
any funds other than those authorized by the act or,
in the case of Vietnam, the Military Procurement
Act of 1966. The costs of stockpiling are chargealle
to the Military Assistance Program appropriations
in the year such defense articles are set aside.

Issues Related to U.S. Military Sales on Assisi-
ance to Iran—1U185. security assistance to Iran has
changed from grant aid to credit sales to the present
program of large-scale cash sales of hardware and
management and technical advisory services of De-
partment of Defense personnel. The Congress does
not systematically receive timely information on the
volume and makeup of cash sales and/or on the
nature of the military capabilities they provide the
buyer. We recommended that the Congress, as a
means of securing timely information for its policy
deliberation, require the executive branch to period-
ically furnish information on the volume and nature
of major cash sales that could materially increase
the military capabilities of the purchasing nation.
(ID-75-15, Oct. 21, 1974.)

On December 30, 1974, the Foreign Assistance
Act of 1974 was passed. It requires that the Presi-
dent report to the Congress certain sales and pro-
posed sales of any defense articles or services under
specified conditions.

National Defense

Nuclear Regulatory Commission Given Author-
ity to Predetermine the Trustworthiness of Drivers
and Guards Transporting Special Nuclear Mate-
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rial—In the absence of a Government operated or
licensed system for transporting special nuclear ma-
terial, the Commission’s lack of specific authority to
predetermine the trustworthiness of transport drivers
and escorting guards was a weakness in the system
for protecting such materials from loss or diversion.
We recommended that the Joint Committee on
Atomic Energy consider amending the Atomic En-
ergy Act to provide the authority to predetermine
the trustworthiness of vehicle drivers and escorting
guards.

Authority was provided to the Commission under
section 7 of Public Law 93-377, to establish stand-
ards for investigating the trustworthiness of per-
sons involved with quantities of special nuclear mate-
rial impartant to the common defense and security.

(RED-74-208, Apr. 12, 1974.)

Improved Method of Delermining Military Pay
Increases—In the past, military compensation was
adjusted under various laws enacted at different
times to achieve different purposes. Pay increases
under these laws often resulted in basic pay and
allowances which were inflated and inequitable.
GAO was asked by the Congress to study the need
for a change in the method of determining pay
increases, and, if a change was needed, the best
method to adopt. We reported the shortcomings of
the current method and recommended it be
changed. We stated that cither of the two pro-
posals—one put forth by the administration and
the other, called the equal percentage method, ad-
vanced by a private nonprofit research organiza-
tion—would solve the most serious shortcomings in
the current method but that we preferred the equal
percentage method because of its simplicity and éase
of administration.

In September 1974, the Congress passed legisla-
tion which was signed into law adopting the equal
percentage method. As a result, the Department of
Defense estimated that military pay would be re-
duced by about $193 million during the first year
and by $4.6 billion between 1975 and 1980, In addi-
tion, many of the inequities under the old laws should
be minimized. (B-163770, Mar. 14, 1974.)

Natural Resources
and Environmeni

Increased Emphasis Needed on Reforestation and
Timber Stand Improvement Backlog on National



Forest Land—The growing demand for lumber and
the increasing pressure to use productive timberland
for other multiple-use purposes added to the need
for the Forest Service to accelerate reforestation and
timber stand improvement work on the estimated 18
million acres of national forest land needing such
work. We presented for consideration by the Con-
gress several alternatives for increasing funds to ac-
celerate reforestation and timber stand improvement.
One of these was to increase regular appropriations
from general funds of the Treasury.

For fiscal year 1975, the Congress appropriated
$50 million for reforestation and timber stand im-
provement, $15 million more than the amount re-
quested in the administration’s budget. In October
1974, the Forest Service advised the Congress as to
the additional amounts needed to liquidate its refor-
wstation backlog over a 10-year period. (RED-74-
195, Feb. 14, 1974.)

Open Legislative Recommendations Made
During Fiscal Year 1975

Commerce and Transportation

Mse of Leveraged Leases to Purchase Eguip-
ment—The National Railroad Fassenger Corpora-
tion {AMTRAK) finances new equipment through
federally guaranteed leveraged lease transactions,
in which equipment is purchased under a condi-
tional sale agreement and then sold and leased back
from a trustee who obtains title to the equipment.

Although leveraged leases help keep AMTRAK's
financing costs down (because the implicit financing
costs for leveraged leases are less than the cost of di-
rect borrowing to purchase the equipment outright),
from an overall Government standpoint there are
other consequences, such as lost tax revenue, that
have an important bearing on the total financial ram-
ifications of these transactions. We suggested that the
Subcommittee on Transportation, House Committee
on Appropriations, consider whether leveraged leases
are an acceptable method of financing AMTRAK
equipment. (RED-75-329, Feb. 26, 1975.)

This recommendation is for consideration by the

following committees:

Senate: Commerce
Appraopriations

House: Interstate and Foreign Commerce
Appropriations
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Need to Clari{y the Postal Service’s Authority to
Cloge Small Post O ffic.s IV hen Alternate Service Is
Available—The Postal Reorganization Act (39
U.5.C. 101) provides that, to insure effective service
to all customers, no small post office be closed solely
for operating at a deficit. We reported that the Post-
al Service, by closing about 12,000 small post offices,
could save approximately $100 million annually
without decreasing the quality of service to its rural
customers.

We recommended that the Congress consider
clarifying section 101 of the Postal Reorganization
Act by authorizing the Postal Service to close these
small offices if equivalent alternate service is avail-
able. (GGD-75-87, Juue 4, 1975.)

‘This recommendation is for consideration by the

following committees:

Senate: Committee on Post Office and Civil
Service

House: Committee on Post Office and Civil
Service

Community Development and Housing

Getting the New Comununities Program Started :
Progress and Problems—New community projects
were not being undertaken in central cities, smaller
towns, and rural areas, because unique problems in
these areas increased project costs and the risks de-
velopers would have to take.

We recommended that the Congress consider
changing the legislation to provide additional finan-
cial and tax incentives to encourage the develop-
ment of such projects. (RED-75-284, Nov. 15,
1974.)

This recommendation is for consideration by the

following committees:

Senate: Banking, Housing, and Urban Affairs
House: Banking, Currency, and Housing

Education and Manpower

Insuring the Education of all Handicapped Chil-
dren—About 80 percent of Federal education and
training funds for the handicapped are allocated to
States by fixed formulas. States receive only general
guidance frrm Federal agencies on how these funds
should be spent and no assurance exists that the
funds are distributed in proportion to the greatest
needs.

15



LEGISLATIVE RECOMMENDATIONS

The Education Amendments of 1974 (Public
Law 93-380) amended part B of the Education of
the Handicapped Act to require that, starting with
fiscal year 1976, funds fo- educating the handicap-
ped be made available to States only after they sub-
mit an amendment to the required plan, showing in
detail the policies and procedures the State will un-
dertake to insure that all handicapped children are
educated and that all handicapped children in the
State in need of special education are identified
and evaluated.

We recommended that the Congress consider
making similar adjustments to titles I and III of the
Elementary and Secondary Education Act, to part
B of the Vocational Education Act, and to title I,
part B, of the Rehabilitation Act of 1973, which ear-
mark funds for the handicapped. We also recom-
mended that the Congress consider eliminating
those formula allocating factors in the legislation
which may result in unequal opportunities available
to the handicapped. (MWD=74-162, Dec. 5, 1974.)

These recommendations arce for consideration by

the following committees:

Senate: Labor and Public Welfare
House: Education and Labor

Improved Local Public Library Services—Many
States apparently have interpreted title 1 of the Li-
brary Services and Construction Act, as amended,
and its implementing regulations as allowing them
broad discretion in retaining finds for use at the
State level. Retaining large portions of funds often
reduced the funds available to provide new or im-
proved library services at the local level, where such
services were lacking or inadequate.

We recommended that the Congress consider
amending the existing legistation to specify a dollar
amount or percentage limit on the title T funds that
the States may retain for administration, services,
and statewide programs. (MWD-75-4, Dec. 30,
1974.)

This recommendation is for consideration by the

following committees:

Senate: Labor and Public Welfare
House: Education and Labor

Administration of Vocational Education Pro-
grams at the Federal, State, and Local Levels—Spe-
cific areas of administration and operation of voca-
tional education programs can be strengthened at the
Federal, State, and local levels to help insure that
these programs have maximum impact. We recom-
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mended that the Congress consider amending the
Vocational Education Act as follows:

—>Set a limit on the amount of Federal funds that
can be retained at the State level.

Require States to use a p~tion of retained Fed-
eral funds to improve the planning process at
the State level.

—Require that Federal funds be used primarily to
develop and improve programs and extend vo-
cational opportunities.

—Provide programs and services for the disad-
vantaged and handicapped.

—Require the Sccretaries of HEW and Labor to
establish a planning process to insure that cou-
cation and manpower efforts will be synchro-
nized for students at all levels,

—Establish a sct-aside requirement to encourage
cooperative arrangements to expand vocational
training and strengthen programs by using other
public training resources.

—Establish, as a legislative policy, that Federal
funds not be used for construction, except where
adequate justification exists.

—Require that funds be directed to local educa-
tion agencies for programs involving skill areas
with demonstrated job opportunities.

—Require that work expericnce be an integral
part of part B programs, to the extent possible.

—Require that schools take responsibility for job
placement assistance.

—Reduce the impact of several barriers which in-
hikit persons from participating in vocational
education. (MWD-75-31, Dec. 31, 1974.)

These recommendations are for consideration by

+he following committees:

Senate: Labor and Public Welfare
House: Education and Labor

Prolection for American Labor from Aliens Enter-
ing the Country—A provision of the Immigration
and Nationality Act allows the Secretary of Labor
to bar issuance of a visa to an alien secking perma-
nent employment when such immigration would ad-
versely affect the American labor market. This pro-
vision is known as the labor certification program.
Apparently, the program has had little effect, be-
cause a large number of aliens entering this coun-
try—many of whom enter the labor force—are not
required to obtain a certification.

We recommended that the Congress, if it decides



added protection from alicn workers is needed, con-
sider amending the act to remove the labor certifi-
cation exemptions from certain categories of aliens.
{MWD-75-2, May 16, 1975.)
This recommendation is for consideration by the
following committees:
Senate: Judiciary
House: Judiciary

Need to Allow All Eligible Adults to Participate
in the Adult Basic Education Program, Regardless
of Education Achievement Level—Educational
grades completed do not accurately measure a per-
son’s functional level, because for many people actual
functional levels are below the number of grades
completed, Many adults having high school diplomas
have applied for participation in the adult basic
education program but have been denied admission
because the law prohibits high school graduates from
participating in the program.

We recommended to the Congress that the Adult
Education Act be amended to allow adults with high
school diplomas to participate in the adult basic
education program. (MWD-75-61, June 4, 1975.)

This recommendation is for consideration by the

following committees:

Senate: Laborand Public Welfare
House: Education and Labor

Need to Revise Fund Allocation Formula for
Adult Education Programs—The Adult Education
Act requires that special emphasis be given to adult
basic education—generally considered to be instruc-
tion at or below the eighth grade level. However, the
formula in the act for allotting funds among the
States gives no priority to instruction below the
secondary level.

We recommended that the Congress amend the
act to change the allotment formula to recognize
the special emphasis neede. for adults functioning
at the lower level grades, (MWD-75-61, June 4,
1975.)

This recommendation is for consideration by the

following committees:

Scnate: Labor and Public Welfare
House: Education and Labor

Enei;y-Related Activities

National Standards Needed for Residentia! En-
ergy Conservation—We reported to the Congress
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that a large amount of energy could be conserved
in residential housing if legislation were enacted to:

—Establish a national program for energy con-
servation, including national goals and priori-
ties and Federal agency goals.

—Require the establisk t of national thermal
standards or encrgy performance standards for
all new housing.

~——Encourage homeowners to retrofit their houses
with energy-saving devices by providing them
with incentives.

~—Require that all existing homes financed direct-
ly or indirectly through any federally insured
agency meet minimum thermal standards.

—Require mandatory efficiency labeling of all
major appliances.

~—Establish a cut-off date when appliances meet
ing minimum standards of operating efficiency
would be required to be installed in new homes.

—Ban the use of ornamental gas lights and re-
quire electric igniters instead of pilat lights on
new appliances.

We also recommended that the Secretary of
Housing and Urban Development take several
measures under current legislation to promote en-
ergy savings. These measures included emphasizing
operating costs as well as initial construction costs in
the Department’s property st ds, es-
tablishing thermal standards for existing housing to
be insured under Federal programs, and contracting
with industry to develop more energy-efficient hous-
ing subsystems.

The Department agreed that a large amount of
energy would be conserved if the Congress enacted
legislation providing for establishment of national
thermal standards or energy performance standards
for all new housing. (RED-75-377, June 20,
1975.)

These recommendations are for consideration by

the following committees:

Senate: Banking, Housing, and Urban Affairs
House: Banking, Currency, and Housing
Ways and Mecans

General Government

Restoring Grade to Employees Demoted During
Reductions in Force—Some general schedule em-
ployees demoted without loss of pay because of dis-
placement from their competitive levels have
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received pay increases when they were restored to
previously held grades. However, employees who
continued without interruption in their competitive
levels did not receive these unearned pay increases.

Thelaw (5 U.5.C. 5337 (a) ) provides, under cer-
tain conditions, that a general schedule employee is
entitled to retain his current pay for 2 years after he
is demoted. 5 U.S.C. 5334(h) provides that, if an
employee who is promoted or transferred to a posi-
tion in a higher grade is receiving basic pay at a rate
saved to him under section 5337 on reduction in
grade, he is entitled to either (1) basic pay at a
rate two steps above the rate which he would he
receiving if salary retention did not apply or (2)
his existing rate of basic pay, if that rate is higher.

We recommended that the Congress consider
amending 5 U.S.C. 5334(b) to provide that an
employee demoted without loss of pay under 5
1.5.C. 5337(a) be cntitled, upon restoration to
his previously held grade, only to the pay he would
have received had he not been demoted. (FPCD-
74-46, July 2, 1974.)

This recommendation is for consideration by the

following committees:

Senate: Post Office and Civil Service
House: Post Office and Civil Service

Selection of Applicants for Federal Employ-
menl—When a Federal agency dees not fill a vacant
job through promotion or reassignment from within,
it asks the Civil Service Commission to provide a
list of the people eligible for the job. According to
law (5 U.S.C. 3318), the agency must select from
the three people on the list who have the highest
SCOTeS.

Practical limitations in personnel testing and
measurement restrict the degree of accuracy attain-
able and prevent applicant examinations from being
perfectly reliable or valid. As a result, the examining
process cannot accurately rate and rank comparably
qualified applicants in exact order of competence.

The Commission’s lists often include many appli-
cants with the same, or nearly the same, score.
In cases of identical scores, names are usually placed
on the register, including the top three positions, in
alphabetical order or by other means which do not
relate to the applicants’ job qualifications.

In our opinion, the requirement of selecting from
the top three cligibles is unrealistically rigid. We rec-
ommended that the Congress amend the require-
ment, allowing the Commission to prescribe alterna-
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tive selection procedures similar to those discussed in
our report. (FPCD-74-57, July 22, 1974.)

‘This recommendation is for consideration by the
following committees:

Senate: Post Office and Givil Service

House: Post Office and Civil Service

Use of Statutory Authority for Providing Inmate
Release Funds—Burean of Prisons’ inmates, upon re-
lease, are provided clothing, transportation, and, if
considered necessary by prison officials, funds, Re-
lease funds are provided in the form of a gratuity or
loan. Although the law does not clearly authorize
loans for work furlough participants, the Bureau has
made such loans. We questioned the Bureau's policy
of authorizing release gratuities for inmates placed
in contract community treatment centers.

We recommended that (1) legislation be initiated
to either clearly authorize or prohibit making loans
to prisoners in the work release program and (2) the
law be amended to specifically authorize release gra-
tuities to inmates committed to community treat-
ment centers. The Subcommittee on Courts, Civil
Liberties, and the Administration of Justice of the
House Committec on the Judiciary is considering
H.R. 2324, 94th Congress, which proposes establish-
ing an offender rehabilitation fund to be used for
loans to inmates upon release, work furlough, or
transfer to community treatment centers. The gra-
tuity matter is also being considered by the Subcom-
mittee. (GGD-75-3, Aug. 16, 1974.)

These recor dations are for ¢

the following committees:

Senate: Judiciary
House: Judiciary

Scope of Authority of U.S. Magistrates—District
courts may assign U.S. magistrates duties which are
consistent with the Constitution and laws of the
United States. Determining what is or is not con-
sistent with such laws frequently raises questions
which need to be referred to the U.S. Courts of Ap-
peals. However, because of conflicting decisions,
these courts have not clearly defined “consistency.”
Also, by increasing the magistrates’ trial jurisdiction
to include all misdemeanors, the district judges’
workloads could be reduced, thereby allowing them
to spend more time on felonv and civil matters.

We recommended that the Congress further de-
fine the authority of magistrates and consider amend-
ing the Federal Magistrates Act to expand the trial
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jurisdiction of magistrates to include most misdemea-
nors. (GGD-74-104, Sept. 19, 1974.)
These rec lations are for c
the following committees:
Senate: Judiciary
House: Judiciary

Legal Limitations on Flexible Work Schedules—
Many companies, local governments, and other or-
ganizations have adopted an altered workweck using
either flexible or compressed work schedules which
have benefited both employers and employees, For
most Federal employees, however, the workweek is
legally limited to 5 days, 8-hours per day.

Various forms of altered schedules could be ap-
plicd to selected Federal organizations with result-
ing benefits to the Government, the employee, and
the public. Basic data is needed to identify those work
schedules that will contribute most to efficient agency
operations,

As a means of determining altered schedules' ap-
plicability to Federal employces, we rccommended
that the Civil Service Commission seek legislation to
amend paragraphs 6101 and 6102 of title 5, United
States Code, and section 7(a) (1) of the Fair Labor
Standards Act, as amended, to permit controlled ex-
perimentation with flexible and compressed work
schedules. The Commission concurred with our rec-
ommendation and is seeking the necessary legislation.
{The House Committze on Post Office and Civil
Service held hearings September 29 and 30 and
October 7, 1975, on H.R. 6350 and H.R. 9043,
both dealing with this subject.) (FPCD-75-92,
Oct, 21, 1974.)

This recommendation is for consideration of the

following committees:

Senate: Post Office and Civil Service
Labor and Public Welfare

House: Post Office and Civil Service
Education and Labor

Desirability of Increasing Payment Bonds on
Construction Contracts—The Miller Act (40 U.S.C.
270a etc.) requires payment bonds on construction
contracts—50 percent on contracts not exceeding
$1 million, 40 percent on contracts exceeding $1 mil-
lion but not more than $5 million, and a $2.5 million
bond on contracts over $5 million. Regardless of the
amount of the contract, Government agencies re-
quire payment bonds for the stipulated amounts
and performance bonds for 100 percent of the con-
tract. Performance and payment bonds are gen-
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erally sold as a package, and the surcty industry has
structured the rates so that premiums for the package
are usually based on the contract amounts. Repre-
sentatives of the surety industry said requiring 100-
percent payment bonds would not increase surety
rates because:

1. Federal construction projects represent only 10
percent of the industries’ premium income.

2. With the current rate structure based on total
construction costs, the Federal Government is
already paying for a 100-percent payment
bond.

3. Most State and local government laws, as well
as private industry policy, currently permit 100-
percent payment honds.

We recommended that the Miller Act be amended
to permit the Government to require construction
contractors to furnish 100-percent payment bonds.
(LCD-74-319, Jan. 17, 1975.)

This recommendation is for consideration by the

following committees:

Senate: Committee on the Judiciary
House: G Judi

¢ on the Judiciary

Need to Eliminate Preferential Treatment In-
volving Prospective Immigrants—Many aliens use
foreign student status to gain entry into the United
States and thereby acquire, on a preferential basis,
permanent resident status under other provisions of
the Immigration and Nationality Act. Many foreign
students obtain the grounds for permanent resident
status while violating their student status,

We recommended that the Congress impose a
mandatory waiting period for foreign students be-
fore allowing them to acquire immigrant status, if
grounds for such status were acquired illegally.
(GGD-75-9, Feb. 4, 1975.)

This recommendation is for consideration by the

following committees:

Senate: Judiciary
House: Judiciary

Need to Amend the Intergovernmental Cooper-
ation Act of 1968 to Require that Federal Agencies
Report to Each State on All Federal Financial
Assistance Received—The act provides that the
States be notified of the purpose and amounts of
grants-in-aid they and their political subdivisions
received. However, the definition of “grants in aid”
specifically excludes such forms of Federal financial
assistance as loans and research and development
grants and contracts. Because of the restrictive defi-
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nition, Federal agencies are not required to report
all Federal financial assistance to States.

One objective of the Intergovernmental Coopera-
tion Act of 1968 was to inform States of Federal funds
sent to them and their political subdivisions as a
means of aiding State planning and budgeting. To
meet this objective, we recommend that the Con-
gress amend the act to require that Federal agencies
report to each State all Federal financial assistance
to the State and its political subdivisions. {(GGD-
75-55, Mar. 4, 1975.)

This recommendation is for consideration by the

following committees:

Senate: Appropriations
Government Operations

House: Appropriations
Government Operations

Federal Income Taxes Should be Withheld From
Agricultural Wages—Agricultural employers are not
required to withhold Federal income tax from their
employees’ wages. As a result, many employces have
trouble paying their taxes when they file their tax
returns. This plight has also led to tax delinquencies
and collection problems for the Internal Revenue
Service,

We recommended that the Internal Revenue
Code be amended to include agricultural wages in
the income tax withholding system. (GGD-75-63,
Mar. 26, 1975.)

This recommendation is for consideration by the

following committees:

Senate: Finance
House: Ways and Means

Access to Records—1In our report on the National
Credit Union Administration, we recommended that
the Congress amend the Federal Credit Union Act
to clarify GAO’s unrestricted access to credit union
examination reports. (FOD-75-18, July 14, 1975.)

This recommendation is for consideration by the

following committees:

Senate: Banking, Housing, and Urban Affairs
House: Banking, Currency and Housing

Better System Needed for Adjusting Top Execu-
tive, Legislative, and Judicial Salaries—There is a
critical need for a better system for adjusting top
Federal officials' salarics. The present 4-year process
for assessing and adjusting salaries has failed to
achieve its objectives. Such salaries have not changed
since March 1969; since then, the salaries’ purchas-

ing power has decreased considerably. In contrast,
salaries of non-Federal executives have increased
greatly.

Because the lowest rate of the executive sched-
ule—§36,000—is the statutory pay ceiling for other
pay systems and because these systems have had pay
increases amounting to about 50 percent since March
1969, five management levels now draw the same
salary. This situation has created great incquities and
is having serious adverse effects on recruitment, re-
tention, and incentives for advancement to senior
positions throughout the Federal service.

We recommended legislative action be taken to
maintain reasonable and equitable pay levels for offi-
cials running the Government’s huge, complex op-
crations. (FPCD-76-2, July 15, 1975.)

On August 11, 1975, the President signed Public
Law 94-82, which provides for adjusting the statu-
tory pay ceiling at the same annual percentage in-
crease as that applied to the salarics of general
schedule employees.

This recommendation is for consideration by the

following committees:

Senate: Post Office and Civil Service
House: Post Office and Civil Service

Health

Food Labeling: Goals, Shortcomings, and Pro-
posed Changes—Present Federal packaging and
labeling laws prescribe labeling requirements to (1)
prevent deception, (2) provide that packages and
their labels enable consumers to obtain accurate in-
formation about the quantity of the contents, and
(3) facilitate value comparisons. Although most
food products comply with Federal packaging and
labeling laws and regulations, legislative changes are
needed to provide consumers with more usable in-
formation on food packages and their labels so
that they can compare and select those products best
suited to their needs or wants.

We recommended that the Congress consider
amending the Fair Packaging and Labeling Act
or the Federal Food, Drug, and Cosmetic Act to
(1) require full disclosure of all ingredients on
packaged food products, (2) authorize FDA to re-
quire food labels to specifically identify spices, flavor-
ings, and colorings, and (3) establish a uniform
open-dating system for perishable and semiperishable
foods. We also recommended that the Congress
consider enacting legislation to establish a unit pric-



ing program, including guidelines for designing and
maintaining unit pricing information and educating
consumers about its use and benefits, (MWD-75-
19, Jan. 29, 1975.)
These recommendations are for consideration by
the following committees:
Senate: Labor and Public Welfare
House: Interstate and Foreign Commerce

Need for Disclosing Overlapping Financial Inter-
ests—We recommended that the Congress consider
amending the Social Security Act to require hos-
pitals, as a condition for participating in Medicare,
Medicaid, and Maternal and Child Health and
Crippled Children’s Services, to make publicly
available information disclosing (1) overlapping
financial interests of the board members and key
employees, including a statement of the extent of
competition involved in acquiring goods and serv-
ices, and (2) the hospitals’ arrangements with
hospital-based specialists. Such a provision should
also be considered for inclusion in any national health
insurance program legislation. (MWD-75-73,
Apr. 30, 1975.)

This recommendation is for consideration by the

following committees:

Senate: Finance
House: Ways and Means

Public Hazards from Unsatisfactory Medical Di-
agnostic Products—Because the Food and Drug Ad-
ministration's regulation of in vitro diagnostic
products has not been effective, unreliable in vitro
diagnostics are being sold in the United States and
exported to foreign countriecs. HEW’s Center for
Disease Control estimates that 25 percent of all diag-
nostic test results are unreliable. In addition, not all
biclogical in vitro diagnostic products are regulated
in the same way, because legislation concerning their
regulation is not clear.

We recommended that the Congress provide the
Food and Drug Administration (FDA) a clear leg-
islative mandate to regulate in vitro diagnostic prod-
ucts, including the authority to:

—Require all manufacturers to be registered.

—Require in vitro diagnestic product manufac-
turers to be periodically inspected.

—Obtain access to manufacturers’ quality contral,
complaint, and other relevant records needed
to determine compliance with the Federal
Food, Drug, and Cosmetic Act.
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—Detain suspected violative products.

~—Require firms to recall all violative products

under FDA’s responsibility.

—Prevent export of in vitro diagnostic products

not meeting U.S. standards.

We also recommended that the Congress clarify
whether diagnostic products of biological origin
should be controlled under the Federal Food, Drug,
and Cosmetic Act or whether such products should
be licensed in accordance with the Public Health
Service Act. (MWD-75-52, Apr. 30, 1975.)

These recommendations are for consideration by

the following committees:

Senate: Labor and Public Welfare
House: Interstate and Foreign Commerce

Need for Improvements in Treating Chronic Kid-
ney Failure—Since July 1, 1973, the Government’s
Medicare program has been responsible for paying
for chronic kidney disease treatment for persons
under 65. The program discriminates against pa-
tients whose kidney transplants fail after 12 months.
Such patients must pay the cost associated with the
failure and any dialysis required during the waiting
period before Medicare coverage resumes. Medicare
eligibility begins with the 3d month after the month
in which dialysis is started and ends with the 12th
month after the month a patient receives a kidney
transplant. Therefore, if a transplant functioned for
12 months and then failed, the patient would have to
return to dialysis and start a new waiting period for
Medicare coverage to resume. We recommended
legislative language to remedy that situation.

Dialysis can be performed at a center or at the
patient’s home. The program does not provide incen-
tives for home dialysis, the least expensive form of
dialysis treatment. Accordingly, we recommended
several legislative alternatives to encourage greater
use of home dialysis. (MWD-75-53, June 24,
1975.)

These recommendations are for consideration by

the following committees:

Senate: Finance
House: Ways and Means

Income Security

Federal Retirement Systems—The Federal Gov-
ernment operates 10 retirement systems covering ap-
proximately 5.9 million civilian and military person-
nel. No uniform practices or principles exist to fi-
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nance these Federal retirement systems. Some are
financed on a contributory basis, others are noncon-
tributory. Some provide for fully funding benefits as
they accrue, some for partial funding. Others are
completely unfunded.

Lacking a coherent, coordinated Federal retire-
ment policy, programs have evolved and developed
in a piecemeal fashion, resulting in creation of dupli-
cate and inconsistent benefits, In addition, the Con-
gress does not receive complete or consistently de-
veloped current and projected financial information
on these retirement systems.

We recommended that the Congress hold hearings
to develop legislation to establish (1} an overall Fed-
eral retirement policy providing objectives and prin-
ciples to guide future development and improve-
ment of Government retirement systems and (2) a
centralized mechanism to menitor the development,
interrelationship, and cost of retirement programs
and to improve the reporting of financial data.
(FPCD-74-93, July 30, 1974.)

This recommendation is for consideration by the

following committees:

Senate: Judiciary
District of Columbia
Armed Services
Post Office and Civil Service
Foreign Relations
Public Works

House: District of Columbia
Armed Services
Post Office and Civil Service
International Relations
Public Works
Judiciary

Authorily to Make Over a Miner's Check to His
Widow-—Permitting widows to cash checks made
out to deceased miners should improve the process
for converting miners' benefits to widows' benefits.
Under existing law, however, a surviving widow can-
not properly cash a deceased miner’s check., Al-
though three bills (H.R. 16448, H.R. 17134, and
H.R.17178) concerning the black lung bencfits pro-
gram were introduced in the 93d Congress, none of
these bills provided for making over a miner’s check
to his widow.

We recommended that the Congress consider a
technical amendment incorporating section 2053 (N)
of the Social Security Act into the black lung law to
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permit the making over of a deceased miner’s check
to his widow. ( MWD-75-44, Dec. 31, 1974.)
This recommendation is for consideration by the
following committees:
Senate: Labor and Public Wellare
House: Education and Labor

Need to Authorize Advance Payments to Summer
Food Service Sponsors—Some of the nonprofit spon-
sors of the Special Summer Food Service Program
for Children must operate on tight budgets and with-
out adequate working capital, especially during the
planning stage. We suggested that the Congress, if it
decided to continue the program, consider giving the
Secretary of Agriculture authority—similar to his
auihority under the National School Lunch Pro-
gram—to make advance payments to help sponsors
improve their planning and other administrative ac-
tivities. Such autharity should provide for adequate
safeguards, to be included in the legislation or in an
accompanying committee report, to insure that spon-
sors can administer a successful program and that
the money advanced is commensurate with the vol-
ume of food services the sponsors are expected to
provide.

Public Law 94-105, enacted in October 1975,
authorized advance payments to summer program
sponsors, (RED-75-336, Feb. 14, 1975.)

This recommendation is for consideration by the

following committees:

Senate: Agriculture and Forestry
House: Education and Labor

Need to Clarify Extent of Coverage Desired under
the Special Summer Food Service Program for Chil-
dren—The authorizing legislation, which was due to
expire June 30, 1975, covered two programs and
contained several vague or ambiguous provisions af-
fecting program coverage. We recommended that, if
the program were to be continued, the Congress
clarify the extent of coverage desired. Such clarifi-
cation should include (1) separating the authoriza-
tion of the summer program from that of the year-
round day-care program, to recognize their differing
administrative characteristics, (2) specifying the ages
of eligible children, (3) providing more definitive
criteria for determining their eligibility by more
clearly specifying the areas in which cligible children
shall reside or by providing other appropriate criteria
for determining eligibility, and (4) stating whether
there shall be authority to serve free meals to chil-



dren participating in the program, regardless of their
ability to pay for the cost of the meals.

Public Law 94-105, enacted in Qctober 1975,
accomplished the objective of our recommendation.
(RED-75-336, Feb. 14, 1975.)

This recommendation is for consideration by the

following committees:

Senate: Agriculture and Forestry
House: Education and Labor

How to Improve Administration of the Federal
Employees’ Compensation Benefits Program—The
Department of Labor uses an Employees’ Compensa-
tion Fund to pay disability benefits due uader the
Federal Employees’ Compensation Act on behalf of
various Government agencies, instrumentalities, and
other organizations (hereafter referred to as agen-
cies). Each agency, however, must reimburse the
Fund through Labor for benefit payments made.
Certain agencies not wholly dependent on annual
appropriations from the Congress must pay an addi-
tional amount for their fair share of the cost of ad-
ministration.

Administrative costs could be reduced if agencies
receiving appropriated funds were not required to
reimburse the Fund. In addition, because they are
not specifically enumerated in the law, certain agen-
cies not wholly dependent upon annual appropria-
tions were not billed for their fair share of the Fund’s
administrative costs.

We suggested that the Congress consider amend-
ing the act to (1) help strengthen or eliminate the
chargeback process for agencies receiving appropri-
ated funds and (2) make the fair-share surcharge
for administrative costs applicable to agencies not
wholly dependent on annual appropriations, al-
though the agencies are not enumerated in the act.
(MWD-75-23, Mar. 13, 1975.)

This recommendation is for consideration by the

following committees:

Senate: Labor and Public Welfare
House: Education and Labor

Interest

Need for a Uniform Method of Paying Interest
on Government Trust Funds—Large sums are in-
vested for the major trust funds in Government
securities at varying interest rates. The basis for the
interest rates which Treasury pays on funds bor-
rowed from the trust funds by issuing special obliga-
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tions are either prescribed by statute or established
administratively. Because the basis for assigning the
interest rates is not the same, inequities in interest
rates paid by Treasury on borrowed funds result.
We recommend that the Congress consider enact-
ing one law to provide that the major trust funds,
rather than being invested in specific Government
securities, be paid interest on the trust fund balances
used for nontrust purposes, The interest rate assigned
to each fund should he the same and in line with the
cost of borrowing by Treasury from the public.
(GGD-75-34, Jan. 10, 1975.)
This recommendation is for consideration by the
following committees:
Senate: Appropriations
Finance
House: Appropriations
Ways and Means

International Affairs and Finance

Lack of Provision for Stoppiing Proposed Grants—
Public Law 480 did not provide the Congress with
a clearly defined means to stop any excess foreign
currency grants proposed without appropriation.
Also, a question existed regarding the executive
authority to use a Presidential waiver for making
such grants.

We recommended that the Congress consider the
need for legislation to (1) specifically give it a
clearly defined means for stopping grants proposed
without appropriation which it finds cbjectionable,
and (2) clarify the question that existed regarding
the executive authority to use the first proviso of
section 104, Public Law 480, for making excess
currency grants without appropriation. (ID-74-
78, Aug. 19, 1974, and ID-74-91, Aug. 27, 1974.)

This recommendation is for consideration by the

following committees:

Senate: Foreign Relations
House: International Relations

Need for Independent Review and Evaluation of
the Foreign Service Personnel System—Agency for
International Devclopment positions occupied by
Forcign Service employees have not been reviewed
externally, although indications are that Foreign
Service reserve and Foreign Service staff grade strue-
tures are high.

We recommended that the Congress consider pro-
posing legislation to provide for external independ-
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ent review and evaluation of the Foreign Service
personnel system. (ID-74-98, Aug. 29, 1974.)

This recommendation is for consideration by the
following committee :
Senate: Appropriations

Need for a Uniform Benefits and Allowances Sys-
tem for Government Civilian Employees Overseas—
We found innumerable differences, within and
among agencies, in the types and amounts of allow-
ances available and paid to U.S. civilian employees
overseas. There are four benefit and allowance sys-
tems for these civilians involving different legislative
authority, agency regulations, and discretionary de-
cisions by agency officials at varying levels,

We recommended to the Office of Management
and Budget (1) several options for dealing with this
problem and (2) that it seck authorizing legislation
as needed. We did not, however, make recommenda-
tions pertaining to specific statutes. (ID-74-67,
Sept. 9, 1974.)

This recommendation is for consideration by the
following committees:

Senate: Foreign Relations
Post Office and Civil Service
International Relations
Post Office and Civil Service

House:

Funding of Presidential Gifts and Grants—We
received a request from a subcommittee chairman
for information on the legal authority for, and other
information relating to, President Nixon's gift of a
helicopter to President Anwar Sadat of Egypt and
for information on any other gifts or transfers of
U.5. Government property resulting from a June
1974 visit to several Middle East and European
countries. In addition to the subcommittee chair-
man’s request, several other Members of Congress
made similar inquiries.

We concluded that, under provisions of the For-
eign Assistance Act of 1961, as amended, President
Nixon had the authority to give the helicopter to
the Arab Republic of Egypt and to grant $10 million
in US.-owned excess Egyptian currency to an
Egyptian charity. However, we stressed that, al-
though the helicopter gift under the act’s contingency
fund provision was legal, the gift was apparently
contrary to the intention of the sponsor of that pro-
vision. Changes in the language of an amendment to
the act made the intent of the Congress less clear
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regarding the purposes for which the contingency
fund could be used. We suggested that, should the
Congress wish to prohibit or restrict these actions
in the future, it amend the language in the act to
better clarify legislative intent. (ID-75-20, Oct. 31,
1974.)

This recommendation is for consideration by the
following committees:

Senate: Forcign Relations

House: International Relations

Important Objective of Housing Assistance to De-
veloping Countries Is Not Being Met—The Hous-
ing Investment Guarantee program of the Agency
for International Development provided few homes
for lower income persons and families, although
such housing has been a legislative objective since
1965, under section 222(b)(3) of the Foreign As-
sistance Act of 1961, as amended.

We recommended that the Congress consider
encouraging the Agency to implement projects
called for by this section, or amend the legislation
deleting the section from the law. (ID-75-9, Nov.
25, 1974.)

This recommendation is for consideration by the
following committees:

Senate: Foreign Relations

House: International Relations

Premium Pay for Federal Inspectors at U.S.
Ports-of-Entry—Four Federal agencies—the U.S.
Customs Service, Immigration and Naturalization
Service, Animal and Plant Health Inspection Serv-
ice, and Public Health Service—perform inspec-
tional services at United States ports-of-entry. The
premium pay laws and regulations of these four
agencies contain different provisions for paying in-
spectors. As a result, different agencies’ inspectors
working about the same overtime hours are paid for
a varying number of hours, and the amount of pre-
mium pay reimbursed to the Government by “par-
ties in interest” (airlines or shipowners, for example)
varies among the agencies.

We recommended that the Congress enact (1}
one premium pay law to apply to the four inspec-
tional agencies for services at U.S. ports-of-entry
and (2) legislation to establish a uniform policy on
the charges to be made to the parties-in-interest for
inspections at U.S. ports-of-entry. (GGD-74-91,
Feb. 14, 1975.)



These recommendations are for consideration by
the following committces:
Senate: Appropriations
Post Office and Civil Service
House: Appropriations
Post Office and Civil Service

Need to Modernize Charges for Services to Spe-
cial Beneficiaries—The U.S. Customs Service pro-
vides 13 services to special beneficiaries for which it
is paid a fixed fee established by statute. All of these
fees were established before 1936, including 10 es-
tablished in the 1790s. Opportunitics for collecting
some of these fees no longer exist, and the other fees
do not cover the costs of the services.

We recommended that the Secretary of the Treas-
ury propose legislation to have statutory fees trans-
ferred to the administrative jurisdiction of the Sec-
retary. Such a law would permit the Secretary to (1)
raise fees to a level which would recover all costs, (2)
combine fees to eliminate certain administrative
work, and (3) climinate outdated user charges.
(GGD-75-72, Mar. 10, 1975.)

This recommendation is for consideration by the

following committees:

Senate: Appropriations

Post Office and Civil Service
House: Appropriations

Post Office and Civil Service

Proposals to Strengthen the Foreign Gifts and
Decorations Act of 1966—GAT) believes a need
exists to amend the Foreign Cifts and Decorations
Act to provide the basis for adequately implement-
ing the constitutional intent to control the impact
of gilts given by foreign governments.

In our report we included a proposed bill to
amend and improve 5 U.S.C. 7342 (Public Law
90-83). (ID-75-51, Mar. 26, 1975.)

This recommendation is for consideration by the
following committees:

House: International Relations

Senate: Foreign Rilations

Need to Define Costs Chargeable Against As-
sistance Ceiling—We concluded that Defense’s
treatment of an overcharge for ammunition supplies
to Cambodia in fiscal year 1974 violated the spirit
of the Foreign Assistance Act of 1961, as amended.

We recommended that, in setting future ceilings
on assistance to a country, the Congress consider (1)

LEGISLATIVE RECOMMENDATIONS

limiting the amount of the pipeline that may be
delivered during the new fiscal year to the amount
reported by the administration in its budget request
as obligated and undelivered and (2) directing that
a consistent policy be applied in the pricing of Mili-
tary Assistance Program deliveries. (ID-75-59,
Mar. 28, 1975.)

This recommendation is for consideration by the
following committee:
Senate: Foreign Relations

Need for Establishing Legislative Authority and
a Conlingency Fund to Cope with Foreign Ex-
change Rate Fluctuations—Radio Liberty and
Radio Free Europe, funded by U.8. Government
grants from the Board for International Broadcast-
ing, spend about 85 percent of their funds overseas
and have been experiencing problems in maintain-
ing an appropriate level of operations because of
wide fluctuations in the foreign currency exchange
rates.

We suggested legislative language to provide
authority for a contingency fund, subject to ap-
proval by the Office of Management and Budget,
which could be used to provide a level of opera-
tions for the Radios consistent with the appropria-
tions passed by the Congress. (B-173239, Apr. 11,
1975.)

This recommendation is for consideration by the
following committees:
Senate: Appropriations
Foreign Relations
House: Appropriations
International Relations

National Defense

Military Reenlistment Incentives—Military en-
listed personnel who wish to extend their terms of
service must reenlist for specified periods. Inmter-
views of cnlisted personnel assigned to 14 military
installations and 7 ships indicated that fewer per-
sonnel would leave when their terms of service ex-
pired if they did not have to commit themselves for
a specified period of additional service.

We recommended that the Secretary of Defense
consider proposing legislation which would allow
enlisted personnel to reenlist for unspecified periods.

(FPCD-74-67, July 5, 1974.)
28



LEGISLATIVE RECOMMENDATIONS

This recommendation is for consideration by the
following committees:
Senate: Appropriations
Armed Services
House: Appropriations
Armed Services

Need to Provide Maritime Administration Addi-
tional Authority for Ship Subsidy Programs—The
Maritime Administration does not now have author-
ity to approve, in appropriate circumstances, sub-
sidized construction of ships in U.S, shipyards for
non-U.S.-flag operation or to approve the subsidized
U.S.-flag operation of foreign built ships. Without
such authority the Administration does not have the
needed flexibility to minimize construction peaks
and valleys in U.S. shipyards. Minimizing peaks
and valleys would encourage more specialization in
U.S. yards and, thus, opportunities to be the most
competitive in constructing certain types of ships,
such as high technology, liquefied natural gas, and
naval combat ships, Also, the lack of such authority
does not encourage U.S. yards to invest in facilitics
and maintain those skills hest suited to the Nation’s
need for a private shipbuilding industrial base. We
recommended that the Congress consider expanding
the Maritime Administration’s authority for the ship
subsidy programs accordingly. (PSAD-74-44, Feh.
12, 1975.)

This recommendation is for consideration by the

following committees:

Senate: Commerce
House: Merchant Marine and Fisheries

Eliminating the Incentive for Accumulating Mili-
tary Leave—Unlike officers, enlisted personnel may
redeem unused leave for cash at the end of each en-
listment; this encourages leave accumulation. As a
result, the Government incurs large expenditures
for unused leave, and the enlisted members do not
get the benefits of a vacation.

We recommended to the Secretary of Defense
the early submission to the Congress of a legisla-
tive proposal which would limit the payment for
unused leave to 60 days during a service member's
carcer. Passing such legislation would eliminate re-
petitive payments, equalize treatment of officers and
enlisted personmel, and eliminate the incentive to ac-
cumulate leave for cash redemption. (FPCD-75-
139, Mar. 20, 1975.)
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This recommendation is for consideration by the
following committees:

Senate: Armed Services

House: Armed Services

Varying the Amounts of Certain Reservists’ Train-
ing Time According to Skill and Readiness Require-
ments—The military services require 99 percent of
their reservists to attend 48, 4-hour drill sessions and
to spend 2 weeks on active duty each year, although
needed readines and skill difficulty vary widely
among units and members. On the average, re-
servists spend about 50 percent of their drill time
and 61 percent of their active duty time training in
their official military job. Remaining time is de-
voted to other jobs or general military training or
spent idle. GAO estimated that, in fiscal year 1974,
reservists' time devoted to other than official jobs or
spent idle cost the services about $1.2 billion.

We recommended that the Congress amend the
cxisting laws to permit varying the training schedules
of the Army National Guard and Air National
Guard by categories according to the required kinds
and degrees of training. (FPCD-75-134, June 26,
1975.)

This recommendation is for consideration by the
following committees:

Senate: Armed Services

House: Armed Services

Need for Clarifying Federal Policy for Supporting
Contractors’ Independent Research and Develop-
ment—We recommended that, if financial support
for contractors’ independent research and develop-
ment is to be continued, the Congress establish
guidelines setting forth (1) the purposes for which
the Government supports independent research and
development costs, (2) the appropriate amount of
financial support, and (3) the degrec of control to
be exercised by the Government over contractors’
supported programs.

We support a policy which reccommends that in-
dependent research and development expenditures
(1) be recognized as heing in the Nation’s hest in-
terest, (2) be recognized as necessary costs of doing
business, and (3) receive uniform treatment Gov-
ernment-wide. The policy should further provide
for (1) retaining Department of Defense procedures
for using advance agreements and a formula for
reasonableness, (2) insuring that the Government



has access to contractors’ commercial records, when
needed to determine that costs are allowable, (3)
not precluding the use of direct contracting arrange-
ments, and (4) insuring that allowable projects have
a potential relationship to an agency function or
operation,

An interagency committee has suggested adopt-
ing the Armed Services Procurement Regulation
policies and procedures as a standard for the execu-
tive hranch and broadening the relevancy require-
ment to include research and devclopment which
is in the Government's interest. We stated that, if the
Congress establishes a uniform, Government-wide
policy similar to that of the Armed Services Procure-
ment Regulation, it should consider monitoring this
criterin.

Also, if the Congress establishes a uniform, Gov-
ernment-wide policy of reimbursing the costs of in-
d(:pcrldl:n{ l'mc.'lrt:h ?Iﬂd rl{:\'c]upnlcnt, we recom-
mended that legislation provide for (1) having the
Government present one face to industry, that is,
one advance agreement, a joint technical review, or
asingle overhead rate, for example, and (2) includ-
ing in advance agreements patents and technical
data provisions granting the Government royalty-
free licenses and rights to data, based on a scale of
the agencies' cost participation. (PSAD-75-82,
June 5, 1975.)

This recommendation is for consideration by the

lollowing committees:

Senate: Armed Services
Government Operations
Armed Services
Government Operations

House:

Natural Resources and Environment

Improvements Needed in 1872 Mining Law—
We recommended that the Congress enact legis-
lation covering future exploration and development
of all minerals presently subject to the Mining Law
of 1872. This legislation would

—establish an exploration permit system cover-

ing public lands and require individuals in-
terested in prospecting for minerals to obtain
a permit,
—establish a lcasing system for extracting minerals
from public lands,
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—require that, to preserve valid cxisting rights,
(1) mining claims be recorded with the De-
partment of the Interior within a reasonable
time after legislation is enacted and (2) evi-
dence of a discovery of valuable minerals be
furnished before claims are recorded,

—authorize the Secretary of the Interior to grant
life tenancy permits to individuals now living
on invalid claims, if he determines that evicting
them from the lands would cause them undue
personal hardship.

We recommended also that the Congress consider
including in legislation several provisions designed to
provide incentives for diligent mineral exploration
and development, sound environmental considera-
tions, and a fair return to the public on the disposi-
tion of its natural resources. (RED-74-246, July 25,
1974.)

These recommendations are for consideration by
the following committees:

Senate: Interior and Insular Affairs

House: Interior and Insular Affairs

Need to Extend Deadline for Immunity From
Legal Action to Applicants for Pollutant Discharge
Permits—The Federal Water Pollution Control Act
Amendments of 1972 provided immunity from pros-
ecution until December 31, 1974, to any discharger
of pollutants into the Nation’s waters that had ap-
plied to the Environmental Protection Agency
(EPA) or an EPA-approved State for a discharge
permit but had not been issued one.

Although EPA had established the goal of issuing
all permits by that date, EPA’s records indicated
that the goal would not be met.

To discourage the possibility of legal action
against a discharger who had not been issued a per-
mit by December 31, 1974, although he had made
proper application, we suggested that the Subcom-
mittee on Environmental Pollution, Senate Com-
mittee on Public Works, propose amending the Fed-
eral Water Pollution Control Act, as amended, to
provide that such a discharger not be in violation
of applicable provisions of the act if a permit had
not been issued. (RED-75-291, Dec. 20, 1974.)

This recommendation is for consideration by the
following committees:

Senate: Public Works

House: Public Works
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Open Legislative Recommendations
From Prior Years

Agriculture and Rural Development

Need for GAO to Have Access to Records of
Boards of Trade and Others Subject to Any Provi-
sion of the Commodity Futures Trading Commission
Aect—In a February 13, 1974, letter to the Chair-
man, House Committee on Agriculture, in testimony
before the Senate Committee on Agriculture and
Forestry on May 20, 1974, and in a letter to Senator
Dick Clark on July 30, 1974, we recommended that
the Comptroller General be given access to the same
records as the Commodity Futures Trading Com-
mission to insure that he has access to the records
necessary for an effective evaluation.

Most of the Commission's functions would in-
volve the review of records of exchanges, brokerage
firms, and others subject to the Commodity Fu-
tures Trading Commission Act of 1974. For GAO
to determine how well the Commission is perform-
ing its various fu-ictions, it must have access to the
same records as the Commission. For our previous
review, access to exchange records was granted on
a voluntary basis after negotiations with the Depart-
ment of Agriculture, the Department of Justice, and
the exchanges. We have no assurance such volun-
tary access will be granted by the exchanges again
unless access is provided under the Commodity
Futures Trading Commission Act.

This recommendation is for consideration by the

following committees:

Senate: Agriculture and Forestry
Government Operations

House : Agriculture
Government Operations

Community Development and Housing

Benefits from Federal Outdoor Recreation
Grants—Among the reasons why recreation project
grant programs of the Department of the Interior
had not been more successful in meeting urban rec-
reation needs was that the Land and Water Con-
servation Fund Act (1) required that 40 percent
of Federal grant funds be apportioned equally to
all States and (2) limited the apportionment to
any State to 7 percent of the funds available to all
States. Also, low-income, denscly populated com-
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munities needing additional recreation facilities had
not applied for grants in many cases because they
lacked the required 50-percent local matching
funds.

Interior had proposed legislation which would
revise the allocation formula by increasing appor-
tionments to the more populous States. Because we
believed that the proposed lcgislation had merit, we
recommended that the Congress amend the Land
and Water Conservation Fund Act to revise the
allocation formula. We recommended also that the
Congress consider amending the applicable laws to
provide for a flexible matching formula to allow
the Bureau of Outdoor Recreation to take grants of
more or less than 50 percent on the basis of financial
needs. (B-176823, Oct. 5, 1972.)

This recommendation is for consideration by the

following committees:

Senate: Interior and Insular Affairs
House : Interior and Insular Affairs

Experimental Housing Al ¢ Program—The
Experimental Housing Allowance Program being
conducted by the Department of Housing and Urban
Development was authorized by the Congress to
demonstrate the feasibility of providing low-income
families with housing allowances to help them rent
housing of their choice in existing standard housing
units. Because the impact of a direct cash assistance
program was unknown and because of the great cost
involved, we recommended that the Congress, in
considering future legislation authorizing a national
housing allowance program, weigh the benefit that
could be derived from waiting until the experimental
program is complete and more information is avail-
able on the impact of the program.

Because the sites selected for the experienced pro-
gram were near average or above in terms of both
housing quality and vacancy rates, we recommended
that the Congress require HUD to provide assur-
ances that the results achieved are representative
of what might occur at locations which have low
housing quality and low vacancy rates and which
are representative of many urban metropolitan areas.
(RED--74-192, March 28, 1974.}

This recommendation is for consideration by the

following committees:

Senate: Appropriations

Banking, Housing, and Urban Affairs
House: Appropriations

Banking, Currency and Housing




Education and Manpower

Students May Borrow More Than They Can Re-
pay—Some students obtaining loans under two of
HEW’s student loan programs—the Guaranteed
Student Loan Program and the National Defense
Student Loan Program (1) obtained loans under
both programs in the same academic year and (2)
borrowed more in a school year than the maximum
amount allowable under either program.

We recommended the establishment of an overall
limit on the amount a student may borrow when
participating in more than one loan program.
(MWD-72-30, Aug. 2, 1972.)

This recommendation is [or consideration by the

lollowing committees:

Senate: Labor and Public Welfare
House: Education and Labor

Apportionment Requirement for Federal Service
Appointments—The Civil Service Act requires that
appointments to competitive civil service positions
in the departmental service in Washington, D.C.,
be apportioned on the basis of population among
the States, territories, and the District of Columbia.

We reported that, because of exemptions to and
waivers of the requirement, the cffect of the appor-
tionment requirement had been minimal. We con-
cluded that the requirement had outlived its
usefulness. Accordingly, we recommended that the
Congress act favorably upon legislation that had
been proposed to eliminate the requirement of
5 U.S5.C. 3306. No action was taken on that hill. In
the 94th Congress, H.R. 6195 has been intro-
duced to abolish the apportionment requirement.
(B-84938, Nov. 30, 1973.)

This recommendation is for consideration by the

following committees:

Senate: Post Office and Civil Service
House: Post Office and Civil Service

General Government

Need to Revise Fees for Services Provided by
U.S. Marshals—Statutory fees charged by U.S.
marshals for serving processes for private litigants
were about $470,000 less than the amount neces-
sary to recover costs incurred during fiscal year 1968.

We recommended that the Department of Justice
consider proposing to the Congress legislation au-
thorizing administrative adjustment of marshals’
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fecs or revising the fees, which are presently pre-
scribed by law. Although the Department stated, in
April 1969, that it was considering proposing such
legislation, it had not proposed such legislation
through June 30, 1975, (GGD-70-69, Oct. 7,
1969.)
This recommendation is for consideration by the
following committees:
Senate: Judiciary
House: Judiciary

Multivear Leasing of Automatic Data Processing
Equipment—On the basis of our review of computer
equipment installed under short-term leases nego-
tiated by the General Services Administration, we
reported that the Government was spending $70
million to $155 million more annually than it would
under firm-term multiyear leases. Thus, we con-
cluded that the use of multiyear leases, as an alter-
native to short-term rentals, had become essential if
the Government was to make maximum use of its
limited funds for acquiring ADP equipment.

We suggested that the Congress might wish to
consider legislation authorizing GSA, through the
ADP fund, to contract on a multiyear basis without
the necessity of obligating the total anticipated pay-
ments at the time it entered into the leases. We com-
mented that use of the ADP fund in this manner
would not disturb agencies’ traditional financial
patterns. GSA could enter into multiyear leases. The
ADP fund would then be obligated for payments,
at multiyear leasing rates, for I-year periods.
Agencies would, in turn, lease the equipment from
GSA and reimburse the ADP fund from their 1-year
funds but still receive the multiyear leasing
discounts.

Senate bill 2785 was introduced in the 93d Con-
gress, 2d session, to provide the authority we had
suggested. The bill was the subject of hearings in
March 1974 by the Ad Hoc Subcommittee on
Federal Procurement of the Senate Committee on
Government Operations,

The bill was passed by the Senate on Septem-
ber 19, 1974, but no action was taken on the
measure by the House. Senate bill 1260, introduced
in the 94th Congress with the same language as the
previous bill, was passed by the Senate on July 16,
1975. S. 1260 was then referred to the House Com-
mittee on Government Operations for its considera-
tion. (Multiyear Leasing and Government-wide
Purchasing of Automatic Data Processing Equip-
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ment Should Result in
B-115369, Apr. 30, 1971.)
This recommendation is for consideration by the
following committees:
Senate: Appropriations
Government Operations
House: Appropriations
Government Operations

Significant  Savings,

Operations of the Renegotiation Board—The
Renegotiation Act of 1951 created the Renegotiation
Board as an independent agency to climinate con-
tractors’ excessive profits on defense and space con-
tracts and related subcontracts, A contractor whose
total rencgotiable sales in a fiscal year exceed $1
million must file a report with the Board. Con-
tractors who fail to file, file inadequate reports, or
file late are not penalized, and the act provides no
penalty for late filing,

Because of the large number of delinquent filings,
we recommended that the Congress amend the act
to provide penalties for failure to file as required
by the act.

The Board has had problems in obtaining accu-
rate and complete information from contractors. We
recommended that the Congress revise the penalty
provision to hold contractors responsible for [ur-
nishing all data required by the Board and to have
contractors show reasonable cause why they did not
furnish the data.

Our review indicated that, of the several sales
exemptions in the act, substantial sales were escap-
ing renegotiation under the exemptions for (1)
standard commercial articles and services and (2)
new, durable productive cquipment. We recom-
mended that the Congress (1) require the Board
to obtain and analyze profit and cest data on stand-
ard commercial articles and services to determine
whether significant amounts of excessive profits are
escaping renegotiation and (2) determine whether
the new, durable preductive cquipment exemption
is valid, since the release of Government-stockpiled
equipment—the rationale for the exemption—has
not occurred.

The contents of this report arc being considered
in a congressionally mandated joint study of renego-
tiation by the staffs of the Joint Committee on In-
ternal Revenue Taxation and the Renegotiation
Board. In addition, during hearings in March 1974
hefore the Subcommittee on HUD-Space-Science-
Veterans of the House Committee on Appropria-
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tions, this report was discussed and a digest was in-
cluded in the record. (The Operations and Activities
of the Renegotiation Board, B-163520, May 9,
1973.)
This recommendation is for consideration by the
following committees:
Senate: Finance
House: Banking, Currency and Housing

Need for Sanctions to Discourage Hiring Illegal
Aliens—No Federal law prohibits employers from
hiring aliens who are in the United States in viola-
tion of the Immigration and Nationality Act. Be-
cause jobs lure illegal aliens and employers repeatedly
hire illegal aliens, a law is needed to discourage such
employment.

We recommended that the Congress consider
passing legislation to make it unlawful to hire illegal

aliens. (GGD-74-73, July 31, 1973.)
This recommendation is for consideration by the
following committees:
Senate: Judiciary
House: Judiciary

Tax Liabilities of High Income Individuals Dis-
charged Through Bankruptcy—Taxpayers with high
incomes have avoided the Internal Revenue Service’s
cfforts to collect taxes by taking advantage of sec-
tion 17 of the Bankruptey Act (11 U.S.C. 35) which
provides the discharge in bankruptey of tax debts
which became legally due and owing more than 3
years preceding bankruptcy. IRS and the courts
have determined that the 3-year period starts on the
due date for filing a return rather than from the date
of a subsecuent nt. This substantially reduces
the time that IRS has to collect the taxes. To make
the Bankruptcy Act creditor preference given to the
Federal, State, and local governments more mean-
ingful, we recommended the Bankruptcy Act be
amended to exclude from discharge through bank-
ruptey those taxes which are assessed within 3 years
hefore a bankruptcy petition is filed. (GGD-74-1,
Aug.9,1973.)

This recommendation is for consideration by the

following committees:

Senate: Finance
House: Ways and Means

Self-employed Receive Social Security Credit Al-
though Tax Not Paid—The Internal Revenue Serv-
ice reports to the Social Security Administration the
amount self-employed persons designate on their



income tax returns as self-employment income even
though such persons may not have paid the ap-
plicable self-employment social security tax. We rec-
ommended that section 205(c) of the Social Secu-
rity Act (42 U.S.C. 405(c)) be amended to pro-
hibit a person from receiving credits toward social
security benefits if he has not paid the required tax
on self-employment income. (GGD-74-1, Aug. 9,
1973.)
This recommendation ix for consideration by the
following committees:
Senate: Finance
House: Ways and Means

Real Property Exchanges—The Federal Property
and Administrative Services Act of 1949 and the
Public Buildings Act of 1959 authorize the General
Services Administration to exchange Government-
owned property.

Property exchanges are negotiated on the basis of
appraised fair market value. However, appraised
values do not assure that the Government is receiv-
ing the highest value because participation in an ex-
change is limited to one individual. In some cases,
former Government property was sold, shortly after
an exchange, at prices much higher than the ap-
praised value at which it had been exchanged. Un-
der competitive bidding the Government would
have more assurance of receiving the highest value
for excess property than it has under negotiated ex-
changes based on appraised fair market value.

To give all interested parties an opportunity to ac-
quire excess Government property in exchanges, we
recommended that the Congress amend the Federal
Property and Administrative Services Act of 1949 to
permit GSA to offer such property at competitive
bid and to deposit the cash procceds into a building
fund to be used, subject to annual appropriation
acts, to acquire public building sites.

We also recommended that the Congress amend
the Public Buildings Act of 1959 to eliminate the
provisions authorizing the acquisition of property
by the exchange method. {LCD-74-302, Feb. 15,
1974, and LCD-75-314, Mar. 3, 1975.)

These recommendations are for consideration Iy

the following committees:

Senate: Appropriations
Pubiic Works
Appropriations
Public Works and Transportation

House:
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Expenditure of Federal Funds for tne Protection
of Presidents, Vice Presidents, Former Presidents,
and Others—As a result of our review of Federal
expenditures on President Nixon’s residences at Key
Biscayne and San Clemente, we recommended that
the Congress enact legislation along the following
lines:

—Appropriations for expenditures at private
residences for protective purposes should be
made to the Sccret Service, and no other funds
should be available for that purpose.

—The accounting system of the Secret Service
should require that expenditures at private
residences for protective purposes be author-
ized by the Dircctor or Deputy Director of the
Service.

—The Secret Service should make an annual pub-
lic report to the Congress, showing in as much
detail as security will allow expenditures made
on private residences for protective purposes.

—The report made by the Secret Service should
he subject to audit by GAO, and GAO should
be given complete access to all records, files and
documents supporting expenditures made by
the service.

In addition, we suggested that the Congress might
wish to consider limiting the number of private
residences at which permanent protective facilities
will be provided for a President.

House bill 1244, 94th Congress, which generally
adopts these recommendations, passed the House on
May 5, 1975. (GGD-74-48, Dee. 18, 1973.)

These recommendations are for consideration hy

the following committees:

Senate: Appropriations
Government Operations

House: Appropriations
Government Operations

Hccess to Records—In our report on the Fed-
eral Deposit Insurance Corporation, we recommen-
ded, as we had in previous reports, that the Con-
gress amend the Federal Deposit Insurance Act to
grant GAO access to examination reports, files, and
other records used by the Corporation. (FOD
75-9, June 11, 1975.)

This recommendation is for consideration by the

following committees:

Senate: Banking, Housing and Urban Affairs
House : Banking, Currency and Housing

31



LEGISLATIVE RECOMMENDATIONS

Health

Insanitary Conditions in the Food Manufactur-
ing Industry—In an assessment of the sanitary con-
ditions in the food manufacturing industry, we re-
ported to the Congress that, of the 87 plants included
in our sample, 39-—or about 40 percent—were op-
erating under insanitary conditions having potential
for causing, or having already caused, product con-
tamination. On the basis of the sample, we esti-
mated that 1,800 of the 4,550 such plants were
operating under insanitary conditions. Food and
Drug Administration officials confirmed that our
sample was representative of conditions at plants
nationwide.

We suggested that the Congress consider amend-
ing the Federal Food, Drug, and Cosmetic Act to
provide for civil penaltics when sanitation stand-
ards are violated. (B-164031(2), Apr. 18, 1972.)

This recommendation is for consideration hy the

following committees:

Senate: Labor and Public Welfare
House : Interstate and Foreign Commerce

Lack of Autherity Limits Consumer Proleclion—
The Food and Drug Administration in the Depart-
ment of Health, Education, and Welfare, is respon-
sible for enforcing the Federal Food, Drug, and
Cosmetic Act which was cnacted to protect the
American consumer from adulterated, mishranded,
ineffective, or potentially harmful products. How-
ever, the authority provided to the agency to iden-
tify and remove products suspected or known to be
violative is inadequate.

Therefore, we recommended to the Congress and
proposed to the Secretary of HEW that the Federal
Food, Drug, and Cosmetic Act be amended to give
the agency authority to (1) examine records and
data related to the production and distribution of
products, (2) detain products suspecied or known
to be violative, and (3) require firms to recall these
products. (B-164031(2), Sept. 14, 1972.)

"This recommendation is for consideration by the

following committees:

Senate: Labor and Public Welfare
House : Interstate and Foreign Commerce

Questionabie Need for Federal Loans and Schol-
arships to Health Professions Students— e vecom-
mended that the Congress consider whether the goals
of the loans and scholarships program for health
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professions students could be accomplished through
other existing programs. If the Congress decided to
continue the program, we recommended that it con-
sider several program options to more cffectively
meet the goals.

On June 30, 1974, the legislation authorizing this
progiam expired, and, for fiscal year 1975, the pro-
gram opeiated under continuing resolutions.

A number of health manpower bills have been
introduced into the 94th Congress, some of which
include different aspects of our recommendations.
Only one bill, 8. 991, would abolish the existing
loans and scholarships program and rely on another
program to accomplish its goals. {MWD--74-144,
May 24, 1974.)

These recommendations are for consideration by

the following committees:

Senate: Labor and Public Welfare
House: Interstate and Foreign Commerce

Need to Bring Federal Workplaces Under the
Inspection Responsibility of OSHA—Section 19 of
the Occupational Safety and Health Act of 1970
requires each Federal agency to establish and main-
tain an effective and comprehensive occupational
safety and health program consistent with standards
promulgated by the Secretary of Labor, and to
provide safe and healthful working conditions for
Federal employees.

Because of the number and severity of the viola-
tions of safety and health standards noted during
our limited inspections and the need to strengthen
safety and health programs in many Federal agen-
cies, we recommended that the Chairman, Senate
Committee on Labor and Public Welfare, consider
having the act amended to bring Federal Work-
places under the inspection responsibility of OSHA.
These inspections should supplement, and not re-
place, inspections by the agencies’ own personnel.
(B-163375, Mar. 15, 1973.)

This recc dation is for c

following committees:

Senate: Labor and Public Welfare
House: Education and Labor

Hospital Charges to Military Dependents for In-
patient Health Care—The Department of Defense
has not increased its charges to military dependents
for inpatient health care since 1956. We recom-
mend that the Department study the appropriateness
of the current minimum hospital charge of $25 and,
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if warranted, propose to the Congress the legislative
changes needed to increase it. (Report to the Secre-
tary of Defense on Charges for Military Dependent
Health Care, MWD-74-154, Apr. 10, 1974.)

The Department has informed us that it reviewed
the $25 minimnim charge required by law (10
U.S.C. 1079(b)) and agreed that it should be im-
mediately increased to $50, with further increases
as military compensation goes up. As of July 1, 1975,
the Department was considering legislation to effect
such a change.

This recommendation is for consideration by the

following committees: ’

Senate: Appropriations
Armed Services
House: Appropriations
Armed Services
Post Office and Civil Service

Improvements Needed in Hill-Burton Programs
for the Construction or Modernization of Health
Facilities in Poverly Areas—In response to a request
from the Subcommittee on Health, Senate Com-
mittee on Labor and Public Welfare, we obtained
information on (1) the implementation by the De-
partment of Health, Education, and Welfare of the
requirement that special consideration be given to
Hill-Burton projects for the construction or modern-
ization of outpatient facilities in poverty areas, (2)
the extent to which State Hill-Burton agencies were
helping poverty communities obtain Federal funding
for outpatient facilities, and (3) the compliance by
hospitals assisted by the Hill-Burton program with
the requirement that they provide a reasonable
volume of free services to community residents,

At 10 State agencies visited, we found no formal
outreach programs or plans to encourage the con-
struction or modemization of outpatient facilities in
poverty areas. We noted also that State agencics,
with HEW approval, had transferred a substantial
amount of funds from the outpatient category to
other categories. The legality of some of these trans-
fers was questionable.

We recommended that the Subcommittee con-
sider legislative provisions which would (1) require
the State Hill-Burton agencies to encourage the con-
struction or modernization of outpatient facilities in
poverty areas and tc fund up to 90 percent of eligible
costs for such facilities, (2) require HEW to moni-
tor and evaluate the outreach efforts of the State
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agencies and to furnish States with guidance for
determining outpatient facility needs, and (3) re-
strict the transfer of Federal funds out of the out-
patient facility category until outreach eflorts con-
clusively show that such funds cannot be used dur-
ing their period of availability. (Review of Hill-
Burton Program Compliance with Certain Legisla-
tive Requirements, request of Senators Edward M.
Kennedy and Jacob K. Javits, MWD-75-25,
Sept. 25, 1974.)
This recommendation is for consideration by the
following committees:
Senate: Appropriations
Labor and Public Welfare
House: Appropriations
Interstate and Foreign Commerce

Income Security

Legislation Needed to Simplify the Federal Fund-
ing of State Employment Security Agencies’ Ad-
ministrative Expenses—In administering the Fed-
eral-State  employment sccurity programs, the
Department of Labor grants obligational authority
to each State from several Federal fund sources and
relies on the States to account for these funds. The
Department is responsible for complying with the
Anti-Deficiency Act (31 U.S.C. 665) for each fund
source.

Our review showed that legislation is needed to
simplify the Federal funding of administrative ex-
penses of State agencies, estimated at $1 billion for
fiscal year 1975. Without this legislation, the Depart-
ment is faced with the dilemma of either (1) re-
quiring that State agencies correctly report the use
of funds and run the risk of violating the Anti-
Deficiency Act for particular fund sources or (2)
allowing the State agencies to incorrectly report fund
usages to avoid recording and disclosing violations.

We recommended that the Secretary of Labor
request, and the Congress consider, legislation to
simplify the funding of administrative expenses for
State employment security agencies. We suggested
several alternatives to accomplish this objective:

~—Limit the Department’s responsibility under the

Anti-Deficiency Act to total funds available to
State agency administration instead of each
available fund source.

—Establish an administrative operations fund,
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—Provide one appropriation for all State agency
administrative expenses.

Provide some other type of joint funding.
(Legislation Needed to Simplily the Federal Fund-
ing of State Employment Security Agencies’ Admin-
istrative Expenses, B-115349, July 23, 1973.)

The Department of Labor submitted draft leg-
islation to the Office of Management and Budget.
We submitted our comments to OMB during July
1974, pointing out our objections to Labor’s pro-
posal. On June 26, 1975, the Department of Labor
submitted a revised proposal to OMB.

This recommendation is for consideration by the

following committees:

Senate: Appropriations
Government Operations
Labor and Public Welfare

House: Appropriations
Government Operations
Education and Labor

Need to Consider Who Should Make Future
Medical Evaluations of the Special Supplemental
Food Program—The Department of Agriculture
was assigned responsibility for operating and eval-
uating the pilot program, which was authorized
through June 30, 1975, and extended to Septem-
ber 30, 1975 by Public Law 94--28, approved May
28, 1975. However, the Department of Health,
Education, and Welfare is the agency with primary
responsibility for research refated to matemal and
child health. We suggested that, if the Congress con-
tinued this program for women, infants, and chil-
dren and decided to order a further evaluation of
the program’s medical benefils, it consider assigning
such responsibility to HEW. (RED-75-310,
Dec. 18, 1974, and B-176994, May 2, 1975.)

H.R. 4222, which proposes a general revision of
this program, was reported out of conference on
July 30. This bill, if adopted, will extend the pro-
gram to September 30, 1978. The conference report
calls upon the Secretary of Agriculture to set up a
pancl of experts to further cvaluate this program,
including considering the review undertaken and
findings of the two GAO reports.

This recommendation is for consideration by the
following committees:
Senate: Agriculture and Forestry
Select Committee on Nutrition and
Human Needs

House: Education and Labor
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International Affairs and Finance

Duty Payments Delayed on Lead and Zine Im-
ported Into Bonded Warehouses—The Tariff Act of
1930 permits a deferral of the payment of dutics
on imported metal until a metal enters domestic
commerce or until 3 years clapse, whichever hap-
pens first. The act also provides that any lead and
zinc in a company’s inventory may he considered
a5 imported metal not entered into commerce and
used as a basis for deferring duty payments.

We recommended to the House Committee on
Ways and Means and the Senate Committee on
Finance that consideration be given to amending the
Tarifl Act of 1930 to (1) prohibit the inclusion of
wastage metal in lead and zine inventories used as
a basis for deferring duty payments, (2) prohibit
the use of lead and zinc contained in slag piles as a
basis for deferring duty payments, and (3) delete
the provision permitting transfer of liability for duty
payments from one company to another without
a transfer of the metal. (GGD-73-8, Jan. 18, 1973.)

This recommendation is for consideration by the

following conimittees:

Senate: Finance
House: Ways and Means

U.8. Contributions to NATO—The costs of
NATO are paid from various appropriations of sev-
eral ULS. Government departments, and many have
not been allocated or directly related ta U.S. partici-
pation in NATO. Thus, the true cost of our con-
tributions to NATO is difficult to discern.

We recommended that the Congress consider
(1) authorizing and appropriating the funds needed
to finance the direct costs of U.S. participation in
such organizations under the Foreign Assistance Act
and (2) requiring the Departments of State and
Defense to furnish reports on other costs of U.S.
participation in such organizations financed from
other appropriations. (How the United States Fi-
nances Tts Share of Contributions to NATO, 1D-
73-18, Feh. 23, 1973.)

This recommendation s for consideration by the

following committees:

Senate: Appropriations
Armed Services
Foreign Relations
House: Appropriations
Armed Services
International Relations



Refund of Duty on Exports Financed by Agency
for International Development Programs—In ac-
cordance with the provisions of section 313 of the
Tariff Act of 1930 (19 U.S.C. 1313), the Bureau
of Customs, Department of the Treasury, refunds
duty (drawback) payments on exports of items man-
ufactured from (1) imported material on which
duty was paid or (2) similar domestically pro-
duced material substituted for imported material
on which duty was paid. Drawback payments are
designed to encourage exports by placing U.S, ex-
porters in a favorable pesition to compete with for-
cign competition.

Drawback payments were being made for prod-
ucts exported under programs of the Agency for
International Development, even though these
products did not compete with foreign products.
We believe that drawback payments on exports
under AID programs are not necessary to encourage
forcign commerce and that products exported under
AID programs should be incligible for drawback
payments.

We recommended to the Chairman, Senate Com-
mittee on Finance, and the House Committee on
Ways and Means that consideration be given to
amending section 313 of the Tariff Act of 1930 to
prohibit drawback payments for products exported
under AID programs. (GGD-73-68, June 25,
1973.)

This recommendation is for consideration by the

following committees:

Senate: Finance
House: Waysand Means

Need for Establishing Development Criteria for
Ending U.S. Assistance to Recipient Countries—
The question of when a foreign aid recipient reaches
the point in its development when it no longer needs
further U.S. concessional assistance has not been
adequately addressed by State and AID program
managers.

We recommended that the Congress require the
Department of State and AID to identify precisely
and objectively that point at which a country no
longer requires U.S. concessional assistance. (ID
73-52, July 30, 1973.)

This rccommendation is for consideration by the

following committees:

Senate: Appropriations
Foreign Relations
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House: Appropriations
International Relations

Ship Transfers to Foreign Countries—Public Law
92-270 avthorized the loan of 10 destroyers and 6
submarines to certain foreign countries with the
caveat that all related expenses be paid by the re-
cipient countries or financed as military assistance.
We identified $18 million in expenses connected
with the ships transferred under this authority for
which we belicve the Navy should have been at least
partially reimbursed.

Defense Department presentation documents to
the Congress show little or no information on ship
transfers. As a result, ship transfer costs are not ap-
parent to interested congressional committees,

We suggested that the Gongress require the De-
fense Department’s annual presentation documents
to show all costs associated with transfers of naval
vessels to foreign countries. (ID-74-49, June 25,
1974.)

This recommendation is for consideration by the

following committees:

Senate: Appropriations
Armed Services
Forcign Relations
Appropriations
Armed Services
International Relations

House:

National Defense

Need to Assure Congressional Quersight of Ac-
quisition of Capital Assets Through Long Term
Leasing—There is presently no legislative require-
ment for agencies to obtain congressional approval
through the authorization process for capital assets
acquired through long term leasing, except with
respect to Government programs for leasing build-
ings. Without such legislation, there are opportuni-
ties for backdoor financing of capital assets through
the use of operation and maintenance funds.

We recommended that the Congress evaluate the
need for legislation similar to Public Law 92-313 of
June 16, 1972. The Department of Defense had
drafted legislation to have authority to build and
charter ships for lengthy periods—25 years or more.
The Department of Defense has coordinated this
proposal with other Federal agencies and is cur-
rently awaiting final coordination by the Office of
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Management and Budget. (B-174839, Aug. 15,
1973.)
This recommendation is for consideration by the
following committees:
Senate: Appropriations
Armed Services
House: Appropriations
Armed Services

Need to Reduce the Number of Negotiated Con-
tract Sources Solicited and to Eliminate Preparation
of Determinations and Findings for Some Procure-
ments—The Department of Defense is required to
solicit proposals from the maximum number of
sources for negotiated procurements and to prepare
determinations and findings in most negotiated con-
tract situations. Substantial administrative costs
could be avoided without sacrificing competition if
the Department was allowed to solicit only a com-
petitive number of sources and to not prepare
determinations and findings for some procur

We recommended that the Congress enact legis-
lation (1) authorizing agencies to solicit proposals
from a competitive, rather than a maximum, num-
ber of sources, and (2) repealing the requirement
that contracting officers prepare determinations and
findings for certain procurements. (B-168450, Sept.
17,1973.)

These recommendations are for consideration by

the following committees:

Senate: Armed Services
Government Operations
Armed Services
Government Operations

House:

Natural Resources and Environment

Leasing of Federal Lands for Development of Oil
and Gas Resources—The Department of the In-
terior had granted most of the leases for developing
oil and gas resources on Federal lands noncompeti-
tively and, in many cases, at prices less than their
indicated fair market value. The law required that
lands outside the boundaries of a known geological
structure of a producing oilfield or gasfield he leased
noncompetitively. Also, the statutory right of lessees
to sublease in units as small as 40 acres apparently
had impeded rathe. than induced the development
of oil and gas resources.

We suggested that the Congress consider amend-
ing the Mineral Leasing Act to (1) require that ol
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and gas leases on all Federal lands be awarded com-
petitively unless otherwise justified and (2) increase
the mini acreage i ion applicable to the
assignment of the leases. (B-118678, Mar. 17,
1970.)
This recommendation is for consideration by the
following committees:
Senate: Interior and Insular Affairs
House: Interior and Insular Affairs

Acquisition of Land for National Recreation
Areas Containing Improved Properties—In enact-
ing legislation authorizing the establishment of
national recreation arcas, the Congress frequently
has to define boundaries before such important
facts as the cost of various tracts of land are known.
We, therefore, recommended that the Congress, in
enacting such legislation, provide the Seccretary of
the Interior with guidelines for changing established
boundaries when the acquisition of high-cost prop-
erties on or near the boundaries is involved.

We recommended also that the Congress require
the Secretary to analyze the location and estimated
cost of high-cost properties bordering those author-
ized recreation areas for which additional funds are
needed and to justify the desirability of acquiring
such properties. (B-164844, Apr. 29, 1970.)

This recommendation is for consideration by the

following committees:

Senate: Interior and Insular Affairs
House: Interior and Insular Affairs

Need to Revise the Interest Rate Criteria for De-
termining the Financing Cost of Water Resources
Projects—The Federal costs of financing small rec-
lamation loans and multipurpose water resources
projects had heen understated because the interest
rates used in computing the financing costs had
been based on the criteria prescribed in the Water
Supply Act of 1958, and these rates were not repre-
sentative of the Treasury’s borrowing costs. As a
result, the Government’s investment in the munici-
pal and industrial water supply features of these
projects was understated by about $5 million and
annual interest payments to the Treasury will be
reduced by about $80 million on the Government’s
unrepaid investment in the projects during the
repayment period.

We rece ded that the existing legislation be
amended to provide for the use of interest rates
which are more representative of the cost of funds




made available by the Treasury. (B-167712, Aug.
11,1972.)

This recommendation is for consideration by the
following committees:

Senate: Interior and Insular Affairs

House: Interior and Insular Affairs

Need for Reevaluation of Acreage Limitation on
Irrigation Benefili—The Reclamation Act of 1902
limits to 160 acres the land on which any one
owner is entitled to receive irrigation benefits from
a federally subsidized water resources project. At
the Burcau of Reclamation’s Central Valley Project,
beneficiaries were receiving project water on large
landholdings by leasing eligible land from the indi-
vidual owners, and retaining or controlling eligible
land through establishment of corporations, part-
nerships, and trusts.

We recommended that (1) if the 160-acre limi-
tation is still considered appropriate to encourage
the establishment of family-size farms, the Congress
should consider enacting legislation to prevent
large landowners and farm operators from benefit-
ing through their control of numerous 160-acre
tracts by arranging corporations, partnerships,
trusts and/or by leasing 160-acre tracts, or (2) if
the 160-acre limitation is no longer considered ap-
propriate, the Congress should consider establishing
a mew acreage limit for family farms eligible to
receive Federal project water at subsidized rates,

(B-125045, Nov. 30, 1972.)
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This recommendation is for consideration by the
following committees:

Senate: Interior and Insular Affairs

House: Interior and Insular Affairs

Controlling Water Pollution—The 1972 amend-
ments to the Federal Water Pollution Control Act
established the goals of (1) eliminating the discharge
of pollutants into navigable waters by 1985 and (2)
achicving water quality sufficient for protecting
aquatic life and for recreation by 1983, The attain-
ment of these goals will require an ambitious re-
scarch and demonstration program within a rela-
tively short period of time.

The 1972 amendments established a commission
(the National Commission on Water Quality) to
study the technological aspects of achieving the
effluent limitations and goals set forth for 1983, as
well as all aspects of the economic, social, and en-
vironmental effects of achieving or not achieving
these limitations and goals, The Commission was re-
quired to report to the Congress by October 1975.
We recommended that, if the Congress finds it
necessary as a result of the Commission’s study to re-
assess and revise legislative goals, the Congress deter-
mine the direction of Federal research programs—
in terms of priorities and funding levels—to meet the
revised goals. (RED-74-184, Jan. 16, 1974.)

This recommendation is for consideration by the

following committees:

Senate: Public Works
House: Public Works
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CHAPTER THREE

FINANCIAL SAVINGS AND
OTHER BENEFITS

The full effect of GAO’s activities, in terms of
financial savings and improvements in the opera-
tions and effectiveness of Government programs
and activities, cannot be determined. For instance,
the actions taken on our recommendations, leading
perhaps to increased effectiveness in Government
programs, cannot be measured in financial savings.

When we can identify those savings and when ac-
tions have been taken by the Congress or by an
agency, we keep a record of them. Table I summar-
izes the collections and other measurable savings
attributable to our work during fiscal year 1975, Of
the $502,775,000 listed, approximately $147 mil-
lion will continue to be saved in future years.

This chapter also illustrates the savings not fully
or readily measurable and the other benefits result-
ing from GAO's activities.

Collections

Collections attributable to our activities during the
fiscal year totaled $43.8 million. Of this $10.1 mil-
lion represented overcharges for commercial trans-
portation services procured by Government
agencies, and $5.3 million involved debts which
Government agencies had been unsuccessful in col-
lecting. Our transportation audits and claims settle-
ment activities are discussed in greater detail in
chapter 15.
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Following our recommendation, the Department
of Health, Education, and Welfare is recovering
about $14.8 million in erroncous paymcnb. ma.de by
the New York City H Re i
tion for the Medicaid program, The erroneous pay-
ments resulted from a defective computer program.
The other major source of collections involved ad-
justing contract prices and recovering funds from
contractors on the basis of our work in reviewing
prices negotiated for Government contracts.

Other Measurable
Financial Savings

Other measurable financial savings, including
revenues attributable to GAO's work during fiscal
year 1975 totaling $458,934,000, are listed below.
The items consist largely of realized or potential sav-
ings in Government operations attributable to ac-
tions taken or planned on the basis of findings
developed in GAO’s examinations of agency and
contractor operations. In most instances, the po-
tential benefits are based on estimates, and for some
items, the actual amounts to be realized depend on
future actions or events.

Aetlon taken or planned
Facilities Construction:
The Department of Defense will not institute
a program to air-condition all new and ex-
isting military family housing in Hawaii—
Defense (nonrecurring $55,800,000; esti-
mated annual savings $9,500,000)........
Construction of 146 family housing units at
the Naval Complex, East Bay, San Fran-
cisco, and 200 units at the Granite City
Depot, St. Louis, was canceled—Defense
(nonrecurting) ........cococeiiiiiiaaas
Construction of a 300-family housing unit
project at Fort FEustis, Virginia, pro-
gramed for fiscal year 1974, was canceled—
Army (nOnrecurring)....covoeeevariians
The fiscal year 1975 TRIDENT facilities
program budget request was reduced—
Navy (estimated annual savings).........
Construction of a 100-family housing unit
project at Fort PBustis, Virginia, pro-
gramed for fiscal year 1975, was canceled—
Army (nonrecurring) .. ....ooooiioeiaiann

Estimated sovings

$65, 300, 000

8, 300, 000

8, 000, 000

3,800, 000

3, 200, 000

Pry
F

d military c

and

2,726, 000

Navy (i ing).....oo.



FINANCIAL SAVINGS AND OTHER BENEFITS

Table 1

FINANCIAL SAVINGS ATTRIBUTABLE TO THE WORK

OF THE GENERAL ACCOUNTING OFFICE,
FISCAL YEAR 1975

Collections and Other Measurable Savings

(000 omitted)
Olher mensurable
Collections savings Tolal
DEPARTMENTE
APy o s W 9 8 8 5 g eia L G e DD e $ 726 $ 54,228 $ 54, 95¢
Mo i idamespe@mabionsds dews 4, 960 59,016 63, 976
Marine Corps . . . . . . . . . 0 e e e - 67, 900 67,900
L oy . T s 613 8, 631 9, 244
Delenge . o o+ 5% w w5 vwems w5 oE ow v B 8 S ee 6, 680 164, 398 171,078
Health, Education, and Wellare. . . . . . . . . . . . 14, 926 19, 840 34, 766
Housing and Urban Development . . . . . . . . . . 210 7, 150 7, 360
Interior oo 2 % & « & & & S 5 5% 4 & 8 v 8 s - 374 374
Juatice =6 8 BB P i iama i e W E S Y Ok 168 9,132 9, 300
State (including AID and USIA) . . . . . . . . . .. 15 86 101
Treasury. . . . . . . . . 0 e e e e e 76 40, 960 41, 036
General Services Administration . . . . . . . . . . . - 980 980
Government-wide . . . . . . . . . ... ... .. - 1, 796 1, 796
AGENCIES

Civil Service Comumission . . . . . . . . . . . . .. 38 - 38
Defense Supply Agency . . . . < . v v v e aw w s - 2, 400 2, 400
District of Columbia Government . . . . . . . . . . . 19 86 105
Environmental Protection Agency . . . . . . . . . . - 2, 600 2, 600
Federal Deposit Insurance Corporation . . . . . . . . - 245 245
Federal Power Commission . . . . . . . . . . . . . - 455 455
Govermment Printing Office . . . . . . . . . . . .. - 1, 353 1, 353
Libraryof Congress . . . . . . . . . . . . « . . .. - 1, 100 1, 100
Office of Management and Budget . . . . . . . . .. - 2, 700 2, 700
Postal Bexviee: . = & ¢ v v slird s n w i v vy v - 11, 069 11,069
Small Business Administration . . . . . . . . . . . . 20 35 55
Veterans Administration . . . . . . . . . . . . .. - 2,400 2, 400

Total for Departiments and Agencies . . . . . . 28, 451 458, 934 487, 385
Transportation Audit . . . . . . . . ... ... .. 10, 030 - 10, 090
General Claims Work . . . . . . . . ... ..... 5, 300 - 5, 300

Totgh cain & % @ 5 8 % o b 8% 5w u & $43, 841 $458, 934 £502, 775
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FINANCIAL SAVINGS AND OTHER BENEFITS

Action taken gr planned

Programed Air Force and Army facilities at
MeClellan Air Force Base, Travis Air Force
Base, and Pacifica, California, were can-
celed—Army and Air Force {nonrecur-
ring—3$1,200,000 and $300,000) ..........

The plan to relocate the Atlantic Undersea
Test and Evaluation Center to Fort Lauder-
dale was canceled and substantial recurring
savings were achieved by consolidating ac-
tivities at West Palm Beach—Navy (non-
recurring $746,000; estimated annual sav-
ings $95,000) .. i

The public works lun:nnm of six m:luury
installations in the San Franciseo Bay Area
were consolidated into ene Public Warks
Center—Defense  {estimated  first-period
savings plus indeterminable (uture savings) -

A California Army National Guard armory
programed for fscal year 1977 in San
Francisco, California, was canceled—Army
{nonrecurring) .. ... ...oiiiiiii.als

Savings resulted from deferring a consulting

¢ Army ( ing) ..o,
Revenues:

Legislation was enacted to increase the rate of
interest  charged on  delinquent  estate
taxes—Treasury (nonrecwrring) ..., ...

Regulations requiring all mail without postage
to be returned to the senders substantially
reduced the volume of such mail—Postal
Service (estimated annual savings). .. ...

Procedures were started to periodically es-
tablish prices charged for Library of Con-
gress services which will more accurately
reflect costs—Legislative {estimated annual

gs 1o hydroelectric dam operators in-

creased, to correct understatements of di-

d ing the }
project license program—Federal Power
Commission (nonrecurring plus  indeter-
minable future savings), . ... .. ... ...

Additional revenues were recovered for air-
lift services furnished by the Military Airlift
Command during the airlift to Israel—Air
Force (nonrccurring) ..

rect costs of

The ameount required to be repaid to the
Treasury from the Federal Columbia River
Power System was adjusted to include addi-
tional interest on the investment in power
facilitics—Interior {nonrecurring) .

Savings resulted from reduced claims against
the U.S. Customs Service for refund of duty
upon the exportation of certain manufac-

tured items—Treasury (nonrecurring) .
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Hatimoled savinga

$2, 100, 000

841,000

703, 000

605, 000

450, 000

40, 600, 000

11, 000, 000

1, LoD, 000

455, 000

171, 000

115, 000

36, 000

Action taken or planned

Supply Management:

Requi to stock bulk petrol
duced—Delense (nunrccurrmg}

Transfer of assets incorrectly n::unlul on
Army depot records as belonging to the De-
fense Supply Agency to satisfy requirements
for items previously transferred to the Army
for management- Dcfen:e {nunucunms]

The hanized | of ial or-
ders and job orders in the planning depart-
ment of Mare Island Naval Shipyard has
been expedited—MNavy (estimated annual
savings)

The safety lu:vel a]lnwance {ar atu:ked mms
was reduced from 120 to 90 days of
supply—Defense (nonrecurring) . . i

“Hidden assets” (generators) were :dc d
that were not being considered for applica-
tion against the Army's supply requirenients,
cven though the need for these generators
was included in the Army's requirements
studies—Army (nonrecurring)...........

The requisitioning objective for shop stores
materiel was reduced from 90 to 60 days of
supply—Defense (nonrecurring)........ ..

Assets being held for a project which had ter-
minated were identified and made avail-
able to fill other requirements—Army {es-
timated annual savings) . .................

More responsive action is being taken to recon-
cile unfilled requisitions with customers,
thereby resulting in cancellations of materiel
no longer needed—Defense  (nonrecur-
ring) .

Orders \u:rc :anccll.'d for spare parts no longer
needed-—Defense (nunrccnmng} _____ :

Excess pwp:rly was used in lieu of new pro-

y ( Ting).........

were Ted by the

.ﬂrm)r and excess equipment turned in be-

cause need was not justified—Army (non-

recurring) ...

WEre re-

B, 1

ta G
Other Individuals:
travel pay to military per-
sonnel were terminated in situations where
no travel was required or performed—De-
fense (cstimated annual savings) . ... ...,
The number of pay raises (quality increases)
was reduced by granting Federal employees,
under agency incentive awards programs,
one-time, lump-sum payments  ({special
achievement  awards)—Government-wide
(estimated annual savings)
Eliminating 995 parachutist positions in non-
tactical units resulted in the reduction of
duty payments—Army (esti-
mated annual savings) .. ... ... .. ...

hazardous

Estimaled savings

$27, 801, 00D

2, 406, 000

1, 120, 000

453,000

392, 000

100, 000

21, 000

73, 000
65, 000

14, 000

10, 000

22, 200, 000

1, 796, 000

078, 000



Action taken or planned

The employees' compensation fund was reim-
Imrsed for benefit pay: made 1o Federal
Depaosit 1 Conry i 1 5
Federal Deposit  Insurance Curpnram:n
{nonrecurring $193,000; estimated annual
savings $30,000) . . .

The practice of paying hazardous dut} pﬂy to
parachutists for periods of travel and leave
en rowie o nonparachute duty positions
was disc 1
nual savings) ..

Overpayments were previ ented hy com:clm;u;
procedures which resulted in excessive pay-

Defense {esti an-

ments of y lodging at
the U5, Taiwan Defense Command—De-
fense (estimated annual savings) .. ......

Legislation was revised to climinate unneces-
sary physical examinations for employed dis-
abled retirees over 30 years of age—District
of Columbia Go\wnnwnt (estimated an-
nual savings)

Procedures were :hangui o prl.‘u.‘nl |mpropn
vy of F y ledging all 5
at Elmendorf Air Foree Base, Alaska, for
periods before the date military personnel
report for duty—Air Force (estimated an-
nual savings).......... ... ...

Records were corrected to prevent improper
payments for unused leave upon scpara-
tion from the service—Air Force (nonre-
curring—$11,000 potential overpayments,
$3,000 potential underpayments)

Loans, Contributions, and Grants:

A computer programing error by the city of
New York, which had resulted in payment
of Medicaid bills incurred by ineligible per-
sons, was corrected—Health, Education,
and Welfare (estimated 1nuual savings) ..

The Pilot Cities prog d 1 1o devel,
new and .-ld\.am:cd :nnrl.‘ptf- of law cnl’nm:-
ment with national application, did not
meet this obji and was disconti
Justice (nonrecurring) "

Federal operating subsidies were r.'hmed hc
cause of an across-the-board rent increase
by the New York Gity Housing Authority—
Housing and Urban Development (esti-
mated annual savings). .. ... . ..., ...

Plans to expand a regional grant system to pro-
vide grant information to States were ter-
minated in favor of using existing internal
systems of Federal agencies—OFfice of Man-
agement and Budget (estimated annual
savings)

Application to cantinue a 3mnt toa Commu-
nity Health Network organization was re-
jected because of lack of progress of the
project—Health, Educalmn, and Wellare
(nonrecurring)

Estimated davings

$245, 000

100, 000

51,000

28, 000

8,000

8, 000

16, 000, 000

9, 132, 000

7, 000, 000

2,700, 000

1,678, 000

FINANCIAL SAVINGS AND OTHER BENEFITS

Action tuken or pl
To disclose incligible Medicaid recipients, the
Hlinois Department of Public Aid estab-
lished quarterly matching of Medicaid eligi-
bility files with Dep::rlmem of Labor carn-
ings  and
data—Health, l‘ducalmn, and Welfare (es-
timated ammal ARIREE) v asiasiidsiianiaeiie
A continuation grant to be awarded a Com-
munity Health Network organization was
reduced by the amount of unused funds in a
prior grant to the organization—Health,
Education, and Welfare (nonrecurring). ..
Practice of paying fees to mortgagees for bill-
ing and ace ing for rental ¢ sub-
sidies was discontinued—Housing  and
Urban Development (estimated annual
savings)

Grant funds ded to a health mai «
organization which had previously demon-
strated ble fund

were withdrawn-—Health, Education, and
Welfare (nonrecurring).................
Welfare payments to currently employed cli-
ents were adjusted and procedures were
established to insure that prompt adjust
ment would be made in future cases—Dis-
trict of Columbia Government [nonrecur-
ring $12,000; estimated annual savings
$46,000) .
Income c.'lmed from Nallcmal 1nslltulr's u[
Health grant funds was applicd to projects
NIH would otherwite have [unded-—
Health, Education, and Welfare (nonre-
curring)
Benefits:
Revised criteria for determining need for or-
thodontic care under the Civilian Health
and Medical Prugram of I]n: Umfnrmcd
Services in
costs—Defense (estimated annual sa\'ln,y]_
Unauthorized benefits being provided under
the handicap portion of the Civilian Health
and Medical Program of the Uniformed
Services were eliminated—Defense  (esti-
mated annual savings) . ... ...

Communications:

Telecommunications center staffing is heing re-
duced by 900 positions—Defense {esti-
mated annual savings)........

Ap d record ¢ system
was canceled and existing record communi-
cations centers at Travis AFB, California,
were consolidated—Air Force (nonrecur-
ring $243,000; estimated annual savings
WORNRY ke mem e

Programs were begun to reduce the cost of
commercial telephone toll calls—General
Services Administration (estimated an-
nual savings).........ccoviivierienriens

cd Halimated savings

$600, 000

155, 000

150, 000

69, 000

38, 000

19, 600, 000

5, 500, 000

9, 000, 000

965, 000

650, 000
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FINANCIAL SAVINGS AND OTHER BENEFITS

Aetion taken or planned Estimated savinga
Communications requirements  were  with-
drawn at Qakland Army Base, Calilornia,
and at Military Traffic Management Com-
mand Headquarters, Falls Church, Vir-
ginia—Army (nonrecurring $500,000; esti-
mated annual savings $30,000) .. v
The Mational Park Service has purchased or
is purchasing previously leased radio equip-

§350, 00D

ment—Interior (nonrecurring).......... 259, 000
AUTODIN terminals in San Diego were con-
solidated—MNavy (estimated annual sav-

1L [

Logistics:

Integrated manager supply support items were
eliminated from the Marine Corps' cen-
trally controlled supply system—>Marine
Corps  (nonrecurring  $65,000,000;  esti-
mated annwal savings $2,900,000) . ... ..

The number of end items for which insurance-
type spare parts were being stocked was re-
duced and procedures for managing this

F igthened—Navy (non-
FECUTEING) +ooovennannins 4

The 60th Military Airlift W'lng at T"ravls Alr
Force Base is reducing its number of
manthly local flying hours by increasing the
utilization of a G-141 fight simulator for
proficiency flying—Air Force {:siimalu:d an-
nual savings) .

Anny and Air lnm: mduslnal gas pl:mls were

lidated in Oki Army (nonre-

7, 900, 000

were

11, 400, 000

626, 000

l:urrmg $281,000; estimated annual savings

481, 000

Qua ty control/quality assurance organiza-
tions in Okinawa were consolidated—Army
{estirnated annual savings). . ... .. ... .

Closing two fishing camps at King Salmon,
Alaska, eliminated operation and mainte-
nance costs—Air Force (estimated annual
savings) .

Army Natick l..nl.mnturles took action to elim-
inate unnecessary reviews of standardization
documents and to increase the number of
items included in item reduction studies—
Army (nonrecurring) . T

Comg ized bid lysis was insialled by
Regional Printing Procurement Offices—
Government Printing Office (estimated an-
nual savings) . .

A numerically mnlrol.lul measuring man:hme
was transferred from the closed Hunters
Point Naval Shipyard to the Mare Island
Naval Shipyard—Navy {estlmated annual
sa\rmgs] g .

The G was rei d fur costs
of operating and maintaining materials-
handling equipment at the commissary store
at Fort Hood, Texas—Army (estimated an-
nual SaVINES) ..

380, 000

318, 000

143, 000

113, 000

28, 000

19, 000
42

Agtion taken or planned
The Government was reimbursed for costs of
maintenance support and vehicle use by the
commissary store at Camp Derby, Italy—
Army (estimated annual savings).........

Contracting Paolicles and Practices:

Savings resulted from pricing contracts for
foreign goods and services in local currency
instead of in dollars—Defense (cstimated
annual savings) . .....coiiiiiiiiiiiiiiian

R.equl:sl I'm' budgct anl}mmy to purchase ad-

i and to up-

grade others was withdrawn because it

could not be justified on the basis of work-
load—Veterans  Administration  (non-

Unnl:lugaled project l'um]s mulun,g from
ion of ar-
rangements were returned to the Treasury
—Health, Education, and Welfare (non-
recurring)

Costs were reduced through leasing equiva-
lent ADP equipment from a third-party
leasing firm rather than the manufacturer—
Government Printing  Office  (nonrecur-
MR} s s e

ing: d from the d thata

not be reimb 1 by the Gov-
ernment for certain pension costs—Army
(nonmcnﬂing) .........................

P ly ch 1 to fiscal year
1974 appmpnatmm were identified—Navy
(NONCEEUTTING) .. .vvnvvinrennriaaaens

Savings resulted from canceling two local pro-

which were funding un-
authorized assistance to the Government of
Vietnam National Police—Defense (non-

TECUNTIRE) ' o v wss o aw o M S s
Savings are d from d i mainte
nance expend hrough war-
ranty Army ( i an-

nual savings)........ocoiiiiiiiiiiiiiann
Savings resulted from using untreated rather
than treated lumber when appropriate—
Army (estimated unnual savings)........

Transportation:

Savi lted from accel depaosit
of checks received for payment of material
sold under the Foreign Military Sales Act
of 1968—Defense (estimated annual sav-
1 T

U jed baggage of Army
was dwerlmi from commercial transpor-
tation to otherwise unused space on Mili-
tary Airlift Command flights—Air Force
(estimated annual savings)..............

Eastimated sovings

2, 840, 000

2,400,000

1, 300, 000

1, 240, 000

196, 000

165, 000

192, 000

109, 000

77, 000

806, 000

443, 000



Action taken or planned
Use of available space on Mllllar\f .‘\Ir'lllt
[e] i fights to Id
goods moving commercially Ilas resulted
in savings in transportation cost and in
P y lodging all e cost—Alr
Force (nonrecurting)...... .. cooiaiaans

Interest Income:

Savings in interest costs resulted due to de-
positing receipts on a daily basis—Defense
(estimated annual savings)..............

Savings resulted from revised billing proce-
dures on loans to foreign governments and
collection of interest—Agency for Interna-
tional Development (estimated annual
savings)

Savings resulted from uncollected lnlﬂr!sl

Agency for T 1 De-
\c]opmunt {cstlrnatcd annual savings) ..

Savings resulted from uncollected pﬂnclpa'l re-
payments-—Agency for International De-
velopment (estimated annual savings) . .. ..

Automatic Data P, I
Use of ilabl pacity at the
Bureau of the Mint resulled in cancellation
of a request for a new computer system for
the U.8. Customs Service—Treasury (nen-
recurring)
Savings resulted from automating and con-
lidating a payroll and from
discontinuing the rental of low-usage equip-
ment—Delense  (estimated annual sav-
IR i A e e e e

Energy Conservation:
Esti d savings Tted from i
ing GAO 1 energy o
General SI:n!ict! A
(estimated annual savings)........... ...

Other Items:
Fiscal year 1975 funding for the armored re-
connaissance scout vehicle was reduced—
Army (nonrecurring)
The Associate Degree Completion Program
for enlisted personnel, used to satisfy indi-
viduals' educational aspirations rather than
as a4 means to fll job requirements, was
Timi 1—Navy (esti

1 annual sav-

ings) .. 2
Fiscal year 1975 flmdms was rednocd fur Ihr
PHALANX weapon system—Navy (nou-
recurting) ... ...
Planned contract award for procurement of
night sights to be used on TOW and
DRAGON weapon systems was canceled —
Army (nonrecurring) . x
Fiscal year 1975 appmpnallon was rcduccd
for the Advanced Airborne Command Pest
-Air Force ing)

Estimafed snvings

$192, 000

380, 000

43, 000

26, 000

17,000

324, 000

34, 000

330, 000

29, 100, 000

21, 800, 000

17, 100, 000

7,838, 000

5, 000, 000

FINANCIAL SAVINGS AND OTHER BENEFITS

Aetion taken or planned Eatimaoted savings
OoMB that the National Burcau of
Standards make a study to develop test pro-
cedures for determining automobile fuel
economy was canceled because the pro-
cedures would have no advantages over
those being used I:vy lllc Environmental Pm
tection Agency F
Ageney {nonrecurring) .. ...
On GAO's recommendation, proceeds from
the sale of surplus property, formerly
granted to Taiwan for specified purposes,
will now accrue to the U.S. Government he-
cause of Taiwan's healthy and expanding
and f; ble trade positi
Defense (estimated annual savings)......
Government contributions to retirement funds
1 was reduced by prop-
erly clamrymg lT'ln retirement  system  to
be used for these employees as Social
Security rather than Civil Service Retire-
ment—Army (estimated annual savings) ..
Savings resulted from correcting errors in
actuary reports and deferring payment of
pension  liability—Army  (nonrecurring
$152,700, including deferral of $140,700) . .
Some Postal Service star routes were elimi-
nated and the number and/or frequency of
trips performed on some routes were re-
duced-—Postal Service (estimated annual
savings)

ot Trad

§2, 600, 000

900, 000

400, 000

153, 000

69, 00v

from discontinui un-
necessary preparation and filing of docu-
ments and abolishing three positions
lhrough mm‘e :I'ﬁu:mnl procl:dun:—Smaﬂ
[¢ d annual

savings)
Overtime s:l]ary expense at the cummuuary
store at § ihara, Japan, was el
by reducmg and mallg.nmg store hours
R — of hi
price and q ly i
Army (estimated annual savings)..
Total

14, 000
$458, 934, 000

Additional Financial Savings
Not Fully or Readily Measurable

Many significant one-time or recurring financial
savings result from joint cfforts of GAO and the
Congress, departments, or agencics. Actions are
taken to eliminate unnecessary expenditures or to
otherwise correct deficiencies identified in GAQO’s
audit reports, but the amount of savings dircctly
attributable to our wark cannot be fully or readily
measured. Some illustrations follow.
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FINANCIAL SAVINGS AND OTHER BENEFITS

Planning Effort Discontinued on
Uneconomical Water Resources Project

At the request of Senator Charles Percy, we re-
viewed the cconomic and environmental aspects of
the proposed William L. Springer project in Hlingis.
The Corps of Engineers’ latest economic analysis of
the project showed that (1) the major benefits for
the project had increased from $27 million to $110
million, and (2) the benefit-cost ratio for the proj-
cct was 1.11 to 1, with annual benefits and costs
of $5.4 million and $+.9 million, respectively.

We reported that (1) water supply benehits were
overstated by $65,900 annually, because they were
hased on outdated water demand figures, (2) flood
control benefits of $477,500 annually were not re-
alistic, because they were based on an alternative
plan of development that was not part of the cur-
rent project plan, and (3) recreation benefits valued
at $641,200 annually were questionable, hecause
the Environmental Protection Agency rated water
quality in the proposed reservoir as unacceptable
for swimming.

Eliminating these questionable benefits from the
project’s cconomic analysis would reduce the bene-
fit-cost ratio to .91 to 1, meaning costs would exceed
benefits. Thus, over the life of the project, total
costs would have been about 89 million more than
benefits.

On the basis of our report, Senator Percy and
other Members of Congress withdrew their sup-
port for the project. On May 27, 1975, the Corps
of Engincers announced that, on the hasis of project
cconomics, no additional planning would be done
and that the Chiel of Engineers was recommending
that the project be placed on the inactive list.

Reduction in Funds for
Military Support in South Vietnam

Congressmen  Leggett and Harrington  asked
GAO to assess the propriety and legality of an ac-
counting change proposed by the Department of
Defense that would increase, by $266 million, the
amount available for military assistance to South
Vietnam. We advised congressional leaders in hoth
the Senate and the House that the proposed change
presented substantial factual and conceptual ques-
tions. Our findings were used by Members of Con-
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gress to argue against the proposed change; it was
subsequently disapproved by the Armed Scrvices
Committees.

Investment in Ammunition Plant
Modernization and Expansion Reduced

In April 1973 we advised the Department ot De-
fense that Army and Navy plans to modernize and
expand ammunition plants could result in moderniz-
ing too many production lines. Army and Navy
muohilization planning was based, with the exception
of continuous process plants, on operating plants
16 hours a day, 5 days a week—or 80 hours a week.
However, during mobilization these plants most
likely would operate at maximum capacity-—24
hours a day, 6 or 7 days a week, as was done during
World War II and the Vietnam conflict. There-
fore, by not planning for production at full capacity,
Defense planned for more production lines than
needed to meet maobilization requirements.

We advised the House Committee on Appro-
priations of the questionable planning, and sugges-
ted that the Army and Navy reassess their mobili-
zation planning. The Committee agreed with us
and, during hearings, cited our findings and re-
quested comments from the Army. The Army told
the Committee that its policy was to achieve mobili-
zation requirements at minimum peacetime costs.
In line with this policy, the Army had requested a
joint-service study to determine the optimum pro-
duction capabilities of modernized plants for mo-
bilization planning. The study had concluded that
madernized noncontinuous production lines should
be planned to operate 120 to 132 hours a week dur-
ing mobilization. Shortly thereafter, factors of 120
to 132 hours a week were incorporated in Depart-
ment of Defense planning policy, and the Army
and Navy revised their ammunition plant moderni-
zation and expansion plans accordingly.

The Army’s plan to modernize and expand am-
munition plants over the period 1970-88 is
currently estimated to cost $6.4 billion and reflects
reductions in planned investments of approximately
$1 hillion, by using the new planning factors. The
Navy is also using the new planning factors in its
modernization and expansion plan. The estimated
reduction from using the new factors is about $18.5
million.



Reduced Fedaral and State Expenditures
for Child Support Program

Child support payments [rom absent parents
reduces the amount of State and Federal funds
needed under the Aid to Familics with Dependent
Children progriim.

Our res 2w showed that, in the State of Washing-
ton, efforts to collect child support payments were
mare effective than in other States. We recom-
mended that the Department of Health, Education,
and Welfare encourage States to adopt features of
the Washington program that might strengthen their
own cfforts.

Following our recommendation, several States
patterned their program after Washington’s, and
others made significant improvements. Increased
collections have resulted.

We estimate that State and Federal expenditures
for the dependent children program will he reduced
by several million dollars annually. A precise amount
cannot be estimated at this time, because States do
not maintain specific collection data.

Reducing Grant Aid for
the Korean Security Assistance Program

A plan hegun in 1971 called for the United States
to contribute $1.5 billion over a S-year period to
modernize Korea's armed forces by funding opera-
tion, maintenance, and investment costs, Studies
prepared after August 1971 showed that Korea was
ceanomically capable of assuming an increased share
of its defense costs. On the basis of our ficldwork in
1973, we recommended that (1) Korea assume
mare of the cost of modernizing its armed forces,
(2) grant aid he replaced by forcign military sales,
and (3) military equipment be delivered in the
future only il Korca can financially maintain the
cquipment at mutually agreed, predetermined levels
of readiness.

Subsequently, U.S. officials tried harder to have
the Korcans assume o greater share of their deferse
costs. As a result, Korea's reliance on grant aid has
heen reduced. At the time of our followup work, the
Korean government was funding a much higher
share of its defense costs through foreign military
sales and commercial purchases. Shifting from grant
aid to foreign military sales and assuming operation
and maintenance costs should save over $200
million.

FINANCIAL SAVINGS AND OTHER BENEFITS

Substantial Savings Possible From
Increased Purchases Through the
General Services Administration

In fiscal year 1973, civil agencics procured §4.5
billion in goods and services from commercial
sources, of which $1.4 billion was for identical or
similar goods and services available through the
General Services Administration, On the basis of
a nationwide statistical survey, we estimated $300
million might have been saved if civil agencies had
obtained the $1.4 billion in goods and services from
the Administration. The savings may be somewhat
less, because General Services does not consider all
costs of doing business in its reported savings.

In line with a recommendation in our December
1974 report, the General Services Administration
has taken constructive actions to increase its ability
to expand sales of cost-effective items and to permit
agencices to save money. The actions taken were:

—An Automated Delivery Order System was
implemented, enabling the Administration to
determine total demand for a given item or
class of items.

—A Market Research Division was created to
plan, develop, and conduct customer research.

—-A contract was made with a consulting firm to
study and report on the Fedzral Supply Service
organization and operations.

—Legislation calling for development of an in-
dustrial funding concept for procurement and
supply operations was formulated.

Guidelines Established to Accelerate
Repayment of Low-Interest Loans to
Economically Developed Countries

In our review of 1U.S. aid to Brazil, we concluded
that Brazil's strong cconomic growth made it
reasonable for the Agency for International Devel-
opment to seek renegotiation of the $1.3 billion in
low-interest concessional loans made to Brazil cither
by accelerating loan repayments or by increasing
interest rates to cover the U.S. Government’s cost
for servicing these loans. No agency criteria existed
for renegotiating such loans.

We recommended in our report to the Congress
{B-133283) that the Department of State and the
Agencey try to renegotiate, to the extent possible, bet-
ter loan terms.
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In Scptember 1974, as a result of our recom-
mendation, the Agency issued a document which
established criteria for evaluating a former recipient’s
cconomic condition to determine whether the U.S.
Government should request accelerated loan repay-
ment, The document established organizational re-
sponsibility for implementing this new palicy guid-
ance. Department of State officials said they were
identifying the countries that would be subject to
the new policy and were in the early stages of nego-
tiation with some countrics.

Revised Guidelines for Rental Assistance
Payments on Replacement Rental Housing

The Uniform Relocation Assistance and Real
Property Acquisition Policies Act of 1970 authorized
rental assistance payments to persons displaced by
Federal public works so they could obtain decent
replacement rental housing. The General Services
Administration is  responsible for monitoring
relocation.

We recommended that the Federal guidelines be
revised because we found significant variations in
determining differential rental payments between
agencies at the same locations and within agencies
at different locations.

In October 1974, new payment guidelines were
issued which provide that differential rental pay-
ments for n:p]nccmem housing be based upon the
lesser of the difference hetween the rent previously
paid and (1} the rent actually paid for replacement
housing or (2) the rent for comparable replacement
housing.

Improved Government Agency Cooperation
in Collecting Federal Income Taxes
From lilegal Aliens

The Internal Revenue Service began a program
to insure that an agent be available whenever an
illegal alien is held by the TImmigration and
Service. The
whether any tax is due the Government and tries to
collect it. The program is based on recommenda-
tions we made during a review of the adverse im-
pact of illegal aliens.

We cannot fully measure the amoune of taxes
which will be collected under this program. How-

ever, a test made by the 2 agencies over a 3-month
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Naturalization agent  determines

period resulted in §168,000 being collected from
1,702 illegal aliens. About 800,000 illegal aliens were
apprehended during fiscal year 1974,

Depreciation Costs To Be Recovered
Through Asset Use Charges

In October 1974, we expressed concern to the
Secretary of Defense over the losses sustained by the
Government through the Foreign Military Sales
Program. These losses were caused by the military
departments’ failure to implement (1) Department
of Defense regulations and (2) our recommenda-
tion on recovering the cost of Government-owned
plants and equipment used to produce articles for
sale to foreign countries,

On January 2, 1975, the Assistant Secretary of
the Army (Financial Management) directed the
Army Materiel Command to recover all deprecia-
tion and other unfunded costs for all open and un-
billed foreign military sales orders. Also, in response
to the recommendations in our report, the Secretary
of Defense, on June 17, 1975, issued specific instrue-
tions to Defense activities to recover depreciation
costs by applying an asset use charge. These actions
should result in recovering more depreciation costs
in foreign military sales.

Improvements in Contractor Operations

As part of our continuing review of contractor
operations, we noted certain practices that need
improving to increase efficiency and economies for
all procuring agencies. For example:

—A defense contractor’s production control sys-
tem did not provide for the smooth flow of
parts and did not effectively control the issu-
ance of raw material to the manufacturing
department. About $8.9 million of the contrac-
tor's actual inventory was excess to known re-
quirements, while production was behind
schedule on other parts valued at $8.7 million
needed to cover known requirements. Greater
cfficiency and economies will result from ac-
tions taken by the contractor to strengthen its
production control system.

-A defense contractor’s preventive maintenance
program for periodic cleaning, servicing, and
inspection of machinery and equipment
needed improvement. The contractor acknowl-



edged that problems did exist and subsequently
installed an automatic data processing system
for control items requiring preventive mainte-
nance.

A study of the productivity of a contractor’s
inspectors in the receiving inspection depart-
ment disclosed that about 30 percent of the in-
spectors’ time was spent in direct production,
35 percent in indirect production, and 35 per-
cent not producing. Greater economies, appli-
cable to almost all products manufactured, will
result from actions taken by the contractor to
reduce quality assurance costs by increasing the
inspectors’ productivity.

—A review of a defense contractor’s purchasing
system disclosed several irregularities regarding
price/cost analyses, lax review and approval
procedures, and inadequate assurances of the
reasonableness of prices paid for noncompeti-
tive procurements between $10,000 and $100,-
000. In October 1974, the contractor advised
us of specific actions taken to improve the pro-
curement system.

Travel Instructions Revised To Avoid
Additional Costs

Government travelers on official business may rent
cars from commercial car rental firms under Gov-
ernment contracts at special low rates obtained as
the result of competitive bidding. The Department
of Health, Education, and Welfare, Office of Edu-
cation, required travelers to justify on their travel
vouchers the necessity for using other than a Gov-
ernment contract car. This instruction apparently
encouraged travelers to use Government-approved
car rental firms, since the office’s experience was
better than that at those Department agencies
which had no such requirement,

We discussed this with a Department official in
May 1974, and in August 1974 an addition was
made to the Travel Manual, requiring all travelers
to state on their travel vouchers the necessity for us-
ing other than a Government contractor for renting
commercial vehicles. Travelers were told that any
apparent failure to use available Government-ap-
proved contract firms might result in disallowance
from their reimbursement voucher.

We informed the General Services Administra-
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cies, and they agreed to conduct a study to deter-
mine the extent that travelers were using more costly
rental vehicles and to take whatever action was
necessary to correct abuses and reduce Government
costs.

Increased Revenue From Rental of
Postal Boxes

We reported to the Congress on the Postal Serv-
ice’s need to increase rates to recover the cost of pro-
viding service to commercial firms renting multiple
post office hoxes. We recommended that (1) two
classes of post office box delivery service be estab-
lished—one class for those who rent one box to re-
ceive mail normally delivered to home or business
and one class for the commercial firm which rents
more than one box—and (2) box rental rates for
each class of box delivery service be adjusted to re-
cover the cost of providing such service.

Following our report, the Postal Service said it
was adopting our recommendations but that cost
studies would be needed to support a rate change
recommendation. A series of studies were made and
in the April 8, 1975, Federal Register the Service
proposed its new regulations. The regulations pro-
vide that (1) box service be reorganized into two
categories of service: caller service for recipients of
large volumes of mail and lockbox service for others
and (2) rates be increased to cover costs attributable
to these services. The Service estimated that in-
creased rates would generate additional annual reve-
nue of $40 million. However, the amount of revenue
which would exceed additional costs was not readily
measurable.

Canceling Additional Heavy Lift
Helicopter Prototype

In May 1971 the Army received approval for a
heavy lift helicopter program. Subsequently, a con-
tract was awarded for an advanced technology com-
ponent program, to minimize costs and technical
risks associated with full-scale development of a
heavy lift helicopter by developing selected critical
components. In January 1973 an austere heavy lift
helicopter prototype program was added to the con-
tract. The Army’s fiscal year 1975 appropriation re-
quest included $14 million to start a second, more

tion of the potential for savings in all Federal agen-

fully equipped prototype, estimated to cost $38.5
million.
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In our March 1974 staff study on the heavy lift
helicopter program, we reported that the Army was
building one austere prototype. We concluded that,
since the critical components had not been fully
tested in the advanced technology component pro-
gram, the second prototype was premature. In act-
ing on the Army’s budget request, the Senate Armed
Services Committee cited our staff study in denying
the requested funds for a second prototype. No funds
were included for a second prototype in the Army’s
approved appropriations. Subsequently, the Secre-
tary of the Army stated that only one prototype
would be developed.

Improved Management of
Government-Held Mortgages

We reported that the return on the Government's
investment in multifamily mortgages assigned to the
Department of Housing and Urban Development
had been reduced and that future losses would re-
sult unless istrative imy ments were made.
As of March 31, 1973, the Department held mort-
gage notes for 1,098 mortgages, 580 of which were
delinquent.

On the basis of our recommendations, the De-
partment provided a number of improvements.
These included: (1) setting forth uniform criteria
blishi gement fees, (2) identifying

for estal I
management expenses which could he paid from
project income, (3) holding training workshops in
basic financial analysis, (4) having project owners
certify monthly accounting reports, and (5) issuing
instructions to ficld personnel on the consistent inter-
pretation of the Department’s policy on defaulted
mortgages.

Reduced Expenditure for
Laboratory Manual

The Army Aviation Systems Command was in
the process of awarding a contract for the prepara-
tion of a spectrometric oil analysis laboratory manual
for the Army.

The Navy and Air Force already had laboratory
manuals, and the Navy was trving to coordinate its
manual with the Army, The Navy contended the
Army did not need to come up with its own manual.

In June 1974, we brought to the attention of
Army officials the fact that both the Navy and Air
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Force had already developed laboratory manuals
which might be of use and might negate the need for
additional Army Materiel Command expenditures.

In July 1974, we were advised that the Navy-
prepared manual would be augmented in lieu of
preparing a complete Army manual.

Increased Efforts To Collect
Delinquent Taxes From Employers

The Internal Revenue Service was rarely prosecut-
ing employers delinquent in paying taxes withheld
from employees’ wages. Collection officials did not
use the prosecution authority because they preferred
regular collection procedures and believed prosecu-
tion was ineffective. Only 84 cases were referred to
the Department of Justice between 1959 and 1969,
of which 54 convictions were obtained.

We reported that such few cases referred for
prosecution did not adequately test the effectiveness
of the prosccution laws and recommended that the
Commissioner of Internal Revenue increase the
number of cases selected for prosecution. Between
March 1973 and June 1974 the Service referred 253
cases to the Justice Department for prosecution.
There were 106 convictions during the same period,
with 115 cases still pending.

We believe that increased prosecution will help the
Service evaluate its collection program; however, the
impact of prosecutions in terms of delinquent taxes
collected cannot be measured at this time.

Eliminating Parallel Development
of Nuclear Weapons

During our review of selected nuclear weapons
programs, we noted that the Atomic Energy Com-
mission (now Energy Rescarch and Development
Administration) and the Department of Defense had
pursued parallel development programs on a nu-
clear projectile during fiscal years 1972 and 1973.
Thhis duplication cost over $4 million and could have
been avoided if the division of responsibilities had
been agreed to early in the program.

At the time of our review a similar nuclear projec-
tile was being developed by these agencies, and,
apparently, responsibility again was to be divided
and another costly parallel development program
started. We recommended that the agencies divide



the responsibilities for nuclear weapons very carly
in the development program.

Army representatives subsequently stated that we
helped expedite the formal agreement between the
agencies on the division of responsibilities, thus
climinating the possibility of parallel development

Programs.

Other Benefits

Some actions taken in response to GAO’s recom-
mendations result in benefits other than financial
savings. If the Congress enacts recommended legis-
lation, or if new agency regulations or procedures
are adopted, day-to-day operations at Federal,
State, and local levels may improve. Sometimes the
actions have a direct, favorable effect on the well-
being of individual citizens.

Legislation Enacted To Assist
Blind Vendors

Public Law 93-516, approved December 7, 1974,
contained a number of provisions designed to pro-
tect blind vendors operating on federally controlled
property. Recommendations which we made in a re-
port to the Chairman, Subcommittee on the Handi-
capped, Senate Committee on Labor and Public
Welfare, were instrumental in developing the
legislation.

Increased Control and Consumer Awareness
of Salmonella in Raw Meat and Poultry

Salmonellosis—the infection caused by the sal-
monella bacteria—is considered by some authorities
to be one of the most important communicable dis-
ease problems of bacterial origin in the United
States. Meat and poultry are among the foods most
likely to carry salmonella bacteria.

As a result of our recommendations, HEW and
Agriculture have initiated actions to (1) control
salmonella earlier and more effectively, (2) em-
plasize to consumers the serious health problem
associated with handling raw meat and poultry and
the precautions in handling them, and (3) periodi-
cally measure the effectiveness of their consumer
education programs.
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Changes in Body Armor Program
Could Reduce Casualties

Our report to the Secretary of Defense in May
1972 recommended that the Army deemphasize
weight reduction of body armor and place a higher
priority on developing a new helmet and vest to meet
the soldier’s need for head, face, neck, and body pro-
tection. We also recommended that the Army use
the vest in training programs, so soldiers would be-
come accustomed to using it.

As a result of our report, the Army revised its ma-
teriel need for personnel armor and now gives first
priority to casualty reduction, followed by human
factors, reliability, and maintainability. In addition,
the Army revised its training regulations to encour-
age use of body armor and helmets during appro-
priate training periods and to stress the importance
of protective armor as a means of preventing or
minimizing wounds in combat operations.

Establishment of Safe Drinking
Water Standards

No Federal laws provided specifically for regulat-
ing the quality of public water supplies. Some sup-
ply systems were delivering water with bacteria levels
exceeding the Federal drinking water standards for
1 to 2 months during a year. In addition, the Gov-
ernment did not have a formal program for monitor-
ing the quality of bottled water and had not
established standards for bottled water quality.

To correct weaknesses identified during our re-
view, the Congress enacted Public Law 93-523, ap-
proved December 17, 1974, which required the
Environmental Protection Agency to establish na-
tional primary drinking water standards designed
1o reasonably protect the public health and to estab-
lish national secondary standards designed to rea-
sonably insure esthetically adequate drinking water,
This law also provided for more cffectively regulat-
ing (1) water available to interstate travelers, (2)
water at Federal recreation sites, and (3) bottled
water.

Expediting Disability Compensation Payments

Federal employees unable to work because of
job-related injuries waited 4 to 6 weeks, sometimes
more, before receiving disability compensation. This
delay occurred despite the fact that 90 percent of
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all disability claims were uncontested, requiring
minimal time to adjudicate. In our report, we re-
commended that exch Federal agency be authorized
to immedizrely pay employee claims by continuing
to pay then mtil claims are processed, with provi-
sions for recovering erroncous payments. On Scp-
tember 7, 1974, the Federal Employees Compensa-
tion Act was amended by enactment of Public Law
93-416( 1), making the changes we sought.

Warning of Possible
Adverse Effects on Fetuses
From Excessive Radiation Exposure

In line with our recommendations, the Atomic
Energy Commission (1) requested its contractors
and licensees to advise all women working at johe
involving radiation exposure of the possible effects
on fetuses, (2) developed a guide regarding such
risks, for dissemination to licensee employees, (3)
published proposed amendments to its regulations
that would require licensees to include information
about biological risks to fetuses in instructions to
workers regarding protection problems relating to
radiation exposure, and (4) instructed licensees to
make a particular effort to keep radiation exposure
to a fetus at the lowest practicable level during the
entire gestation period, as recommended by the
National Council on Radielogical Protection.

Improved Reporting on Export Sales
of Wheat

In response to our recommendations, the Depart-
ment of Agriculture improved its procedures for
reporting export sales of wheat. The Department’s
reports are based on data obtained from exporters,
pursuant to section 812 of the Agriculture and Con-
sumer Protection Act of 1973, The revised proce-
dures provide for greater interpretive analysis and
comments on the data collected, including the sig-
nificance of sales to unknown destinations. Data
and interpretive analysis also will be provided for
important weekly changes in previously reported ex-
ported sales. In addition, cumulative exports.of
wheat, by class of wheat, will be reported. These
actions should help to provide a better hasis for
weekly evaluations by the Government, the trade,
and the public of foreign demand for wheat.
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Improved Control Over Suspected
Fraud and Abuse in Medicaid

Proposed regulations published by the Depart-
ment of Health, Education, and Welfare in April
1975 required States to report to the Social and
Rehabilitation Service those providers suspected of
fraud under Medicaid. The regulations were in-
tended to facilitate an exchange of information be-
tween the Service and the Social Security Admin-
istration about providers participating in both
Medicaid and Medicare. The Socia: and Rehabili-
tation Service also took steps to establish a [raud
and abuse unit under its Medicaid program.

The regulations and establishment of the fraud
and abuse unit were related to our review of the
Social and Rehabilitation Service’s management of
suspected fraud and abuse in Medicaid.

Better Job Placement Assistance
for Displaced Federal Civilian Employees

Although various programs were established to
help employees obtain other employment when
their Government jobs were abolished, we reported
to the Civil Service Commision that little actual
assistance had been provided.

As a result of our report, the Commission ex-
panded its reviews of agencics’ assistance programs,
set up new computerized systems to identify per-
sonnel being displaced and the job vacancies for
which they might be referred, and improved the
cross-referencing of records for the different pro-
grams involved in assistance efforts.

Improved Personnel Management in
the Agency for International Development

In a report to the Senate Subcommittec on For-
cign Operations, Committee on Appropriations, we
identificd a number of serious personnel manage-
ment problems. Subsequently, AID took a series of
important steps to help correct the undesirable
conditions described in the report.

To assure compliance with Civil Service Commis-
sion classification standards, 1 major classification
review of General Schedule positions in Washington
was undertaken; to preclude aggravation of the
existing overgrading problem in the Foreign Service,
promotions of higher graded personnel  were
frozen and new promotion review procedures were



implemented. Plans and/or procedures have also
been drawn up to
—perform cyclical reviews of Foreign Service
staffing both overseas and in Washington,
maintain a ceiling on the number of personnel
assigned to the Foreign Service reassignment
and medical subcomplements (personnel not
assigned to a permanent position ), and
—[acilitate the matching of position requirements
and staff occupational capabilities by comput-
erizing the necessary personnel data.

Strengthened Energy Conservation
Standards for New Homes

Our review showed a need to significantly reduce
the amount of energy used to heat and air-condition
single family homes whose mortgages are insured by
the Federal Government. We recommended that the
Department of Housing and Urban Development
strengthen its thermal standards for new construc-
tion and establish standards for existing homes. The
Department of Agriculture and the Veterans Ad-
ministration also use these standards.

In November 1974 the Department, following
our recommendations, upgraded its thermal stand-
ards for new homes but did not take action regard-
ing existing homes. However, if the standards are
properly applied, energy conservation should be sub-

stantially increased.

Eliminating the Reuse of
Disposable Catheters and Guidewires in
Non-Federal Hospitals

As a result of our recommendations to the Secre-
tary of Health, Education, and Welfare, the agency
has taken actions to assure that disposable catheters
and guidewires used in vascular studies are not re-
used. There is evidence to indicate that the reuse of
these devices could result in increased potential for
infection and other health problems.

Better Criteria for Inspecting
Nuclear Power Reactors

As recommended in our report to the Congress,
the Nuclear Regulatory Commission provided its
reactor inspectors with guidance on the maximum
scope of inspection and on methods for implement-
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ing the quality assurance criteria which licensees are
expected to follow and which inspectors are to use
in evaluating the effectiveness of licensees’ quality
assurance programs. The Commission also required
licensees to upgrade their quality assurance pro-
grams. In addition, the Commission’s procedures
were changed to require that inspectors review
licensees’ quality assurance audits.

Improvement in Program To Bring
Medical Care to Poor Children

The Secretary of Health, Education, and Welfare
announced cn June 2, 1975, that he was applying
the first penalties authorized by the Social Security
Amendments of 1972 against seven States for failure
to fully implement the early periodic screening,
diagnosis, and treatment program. The penalties
amounted to about $1.7 million,

Congress mandated through the 1972 amend-
ments that, beginning in fiscal year 1975, States
which failed to implement the program adequately
would be assessed a penalty of 1 percent of their
Federal share of costs under the aid to families with
dependent children program for each quarter of
inadequate performance. We reported to the Con-
gress that, as of June 30, 1973, 4 years after the
Congress required the early periodic sereening pro-
gram to be implemented, none of the eight States
we reviewed had implemented the program for all
eligible children. In another report, we recom-
mended that the Secretary assess financial penalties
on States that do not take adequate steps to meet
Medicaid requirements, including the screening pro-
gram.

The Department of Health, Education, and
Welfare determined that seven States had failed to
carry out one or more of these key actions—inform-
ing, screening, and treating—necessary to bring
medical care to eligible poor children during the
July through September quarter of fiscal year 1975.
We helieve this assessment of penalties will improve
the program’s effectiveness but the extent of the
improvement cannot readily be measured at this
time.,

Psychiatric Facilities Must Meet
More Stringent Standards

Our review of the Civilian Health and Medical
Program of the Uniformed Services showed that the
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definition of a psychiatric hospital had been broadly
interpreted under the program. We found that ap-
proved psychiatric facilitics were engaging in ques-
tionable practices and providing what appeared to
he less than an acceptable quality of care.

In a July 1971 report to the Committee on Appro-
priations, House of Representatives, we recom-
mended that more definitive criteria for approving
psychiatric facilities under the program be estab-
lished and enforced. Effective July 1, 1974, the pro-
gram requires that facilities, to be cligible for pay-
ments, must meet more stringent standards which
should improve the quality of care and reduce ques-
tionable practices.

Improved Guidance to States
for Regulating Nuclear Materials

In line with our recommendations, the Nuclear
Regulatory Commission provided States which reg-
ulate users of radioactive materials under agreements
with the Commission with guidance on the mini-
mum information nceded to support the issuance
of licenses and on standardized inspection and en-
forcement procedures covering the scope of in-
spection  for  various  types of licenses. The
Commission also provided the States with a licensing
training course and inspection training for State
person