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Beaw Mr. Chelvmans
!
Purther reforonce iz made o your request of Pebruewy 17, 1970,
thet we make on audlt of the purchases of the Disbrict of Columbis
fovermuent (Distrliot) to determine the exitent thet time dlscounbs
e e
In the Metrict there are over 50 depaviments or agenciss that
order and/or peselve goeds or services. After delivery hes been
mada, the depertmsnt or egency receiving the goods or services werie
fies the quallly end quentiiy of goods or services received end pre-
pareg the payment voucher. The voucher is then sent to the Finense
0ffica, Department of Finance snd Revenue, where an andii of the
vouoher 1s made before it is certified for payment.
I officiel in the Finance 0fflce informed us that it waa the
responsibility of the depariment prepering the voucher o resord the
applicable discount terms and that the Finance 0ffice, ag part of
its muddt, verifies the dlscount terms ageinst the terms of the cone
trast snd/or the involce. A monthly report is prepared by the Plnsnce
0ffice showing only the smoumt of ¢ims discounts realipsd.
A Dletrict offliclal informed us that the wouchers paid in Febrye
axy 1970 wers conpldered typical of the Dietwiet's monthly actlvity.
wemined all wouchers peld during FPebwuary end, for thouse
voushers which indissted that discounts were offered, we comparsd the
amount of the discount per the terms steted on the vouchers with the

emound of the dlscount teken. This exmminstion coversd about 11,490
vouchers end showed thet discounds totaling $24,935 were offered on
1,469 wouchers, We found that the District took the discownts on

972 wouchers (66 percent) and weslized $21,175 (35 peywent) of the

dlogomnts offered., Thus, this test shows that the Diastriet losh

$3,760 in diseowmbs on vouchers paid during February 1970. |

It is glgnificant to point oubl thet of the remeining 497 voushera
on uhich the decownts wore not teken, 182 wave, acecording to the date
on the vwurhers, pald within the dlscownt perded. The discounts lovet
on these vouchers smpunbed o $1,452 or sbout 40 pervent of the emownd
lopt om vouchors peld during tho ponth. Also, we found thet 123 voushe |
erp were pald within 1§ days aller the discoumt perled. The digcounte

epplisuble to theoe wouchors amdumted to §741.
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Be1E91.44,

T B-1578%4 dutod Jewsery 25, 1966 (45 Comp. Gen. 447), the
Conpirollsr Gomsral held that while e certifying officer iz not poti
miavily lishle fop emounts lest for fellurs %o certify 2 woucher
within a tine dliscownd period, the certifisation of a voushsr in the
full ewovmd when the Govermment o entitled do tnks & discount cosie
stituten & "Lelse, Innoourate, or nisleading?® vertification under
2 U.8.0, 82¢ and the verbifying offlcer is lisble for the smount of
the digeoimt losb.

The Ddstydet of Columbis Code (47 D.G. Code 120a) stotes, in
paxrd, that the suditor of the Distriet of Columble, or any empluyes
in thet office duly euthorized in writing who certifies ¢ voucher,
ghall be held respomsible for and required to meke good %o the
Valted Stetes or to the Ddstriet of Columble the emount of emy
1llegel, improper; or lncorrect payment rvesulling from any false,
erroneous, or misleading certiflcation made by him. The fumctlons
of the anditor relating to the vertifylng officer end employses wore
trangferred to the Accowmbing Division of the Finomce Office by
Reorgandzation Order Ho. 3 undor the authority granted to the Comlg-
gicner by Reorgenisation Flan No. 3 of 1967. sccordingly, the ruls
of 45 Comp. Gen. 447 is eppliceble to the District end its certilying
officer way be held lishle for the snount of discounts lost on those
vouchers peld within the discount period.

o test the ascuracy of the discount terms recorded on the voushe
org, wo gelsobed 150 wouchers pald on February 2, 1970, uhich wers
identified with specific contracts end compared the digcount terms
offerad by the contvacts, if epplicabls, with the digcount terms rew
corded on the wuchers., We found 40 instences where the covlreats
had offersd discownts, however in 18 instences the discount berms
were nob recorded opn the Youcher. The discounts lost on these 18
woushers smounted to $447. Further, we found that 7 of the 18 vouche
ers were pald within the discount period. Thus, our test of one day's
setivity chowed thet the smount of discounts lost for Pebruayy 1970
wog lerger than the $3,760 shown sbove.

Atbached to your request was correspondence betwoen you end the
Cormisaioner of the District of Columbls regarding losht discomnts
bebween Jomvary aud December 1969 on ons conbrsct between the Districh
and a locel optical flrm, In a letter to you dalted Febwuary 3, 1970,
the Commdesionsr steted that e hesvy workloed smd fipenciel restiraints
senged Yy the delay in the fiscel year 1970 eppropristion were the
rosgons for not beking edventege of the 5 percent diseount offersd by
the lecal ophlosl fiwm. |



Be LA

The figeal yomr 1970 epproprietion sed for the Distrist was
spproved in Doconber 1969 and cur review covered the woushers paid
during Pelorvary 1970, Altheugh the ressons advanced by the Commise
sloney mey bheve delsyed payments to the loeel opbleal flvm, we baliswve
that they ave not the besls reagoms wihy the Dlstriot did mot belee full
edvanbage of discowmtes offered.

In our opinicn, soms dlmcounts were lost because of lmproper !
gupervigion and review of the peyment ectivity. We belleve thel these
rengons ore pertloularly applissble to those cases where (1) vouchers ;
werg paid within the discoumt pericd and the discount was wot taken |
and (2) %he discount terms were not recorded on the voucher. Fupther, |
our digcusgions with officilals from fouwr of the lerger Uistrlet de- /
partments revealed thet only one department has speclal procedures j
for identlfiying end expediting the procsssing of the wvouchers which /
offer btime dlseownis. We believe thal the lmplementation of such prow
sedres, in each depaitment, would result in additional discownts
roalined mince mewy voucherz that we sxemined were paid from 1 to
15 deys after the discowmt period.

In cur opinion, Distrist officiels should nmoke wdditionsl effovxts
o take adventege of time discounts. Ve believe thet procedures
ghould be esteblighed, ln each District depariment or agency, o expo
dite the preparsdion and processing of vouchers on which time discoumbs
are offared. Also, we believe that the Financs 0ffice needs to
ghrengthen the supervision and review of the psyment sctivity by astcerw
talning that (1) discount terms offered by the contract or vendor's
isvwoloe ere recorded on the woucher for conmlderation al the timp of
poyment and (2) discounts are talken when payments are mede within the
disoomwms perlod.

The preparetion of & perlodic report showing discounts lost, amd
the reesons therefor, would enable Disitrict officiels to sppraise the
progress belng mede in strengthening procedures in this ares ss wsll
ag devide vhether further sction is necessery.

. A app L

e have not discussed our Lindings with District officlals. Ve
therelore reguest thet you adviss the Commissloner, DMstrict of
Colupble CGovernment, as %o the resulis of ocur review. We wlll fure
nlgh the approprlate IMetrdet officiuls with & detalled lishing of
thogse youchers pald within the dlscount period, bubt on which the
dlsvound was not teken, so that resovery ascllon mzy be initisled.
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Bl 69144,

o plon to make no further distribution of this lelter wless
coples ape specificelly requesied, snd then ouly alter agresment hes
been obbained or pmblle spmovncemsnt hes been mads by you concernlag
ite contenbs.

Sincersly yours,

z.

A Al

Comptroller General
of the United Statos

The Honoreble John 8. Monagan
{hediman, Speclal Studies Subcomultiee
Commd btee on Goverment Operations
House of Representetives






