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.;1: GAO has always deﬁned 1tself through its service to the Congress and the Ameri- !
©ooacan people We at GAO have been helping the Congress fulfill its leglslatlve and \

y oversight responsxbnlltles for nearly 75 years. We are proud of our agency’s record

... of achievement and of our staff’s remarkable dedication and consistent adherence
. tothe hlghest standards of integrity, objectivity, and independence.

~In GAO?s eatly years—an era when government was smaller and far less complex

than today—our agency : audnted government vouchers to ensure that federal |
. payments were handled properly But as government became more complex, so ‘
- did our role in it. In recent decades, the Congress has turned to us for far more \
, broad-reachmg produets and servxces accurate information, unblased analysis, |
.and objective recommendatlons on how to best use public resources. A glance at
the highlights of our 1995 audit and evaluation work in the next section of this
report will reveal the range of issues we now address for the Congtess.

Thls ever—mcreasmg rellance ona sophlstlcated and technically knowledgeable
GAO has.continued with the 104th Congress. ‘During its first 100 days, the new
Congress called upon GAO ofﬁcmls to testify before its committees a record 109
_times. In. large measure, our work during fiscal year 1995 reflected the issues of
greatest urgency to the new congressional leadership.
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SETTING PRIORITIES

In March 1995, we' pubhshed a strategxc pla.n for GAO entltled Followmg the S
Federal Dollar. 1n it, we. rdentrﬁed ﬁve ateas to whrch we have assrgned the hrghest 3

prlorrty

year 1995 alone, these ﬁnancxal beneﬁts tol
* more than $35 for every dollar appropriated foy ). , ) : i
reducing the budget deﬁcrt, ‘we keep financial beneﬁts at the forefront of our work. E

We bélieve, however, .that it is possible to create a government that not only costs |

“less, but one that at the same time operates more efficiently and effectively. |
Downsizing is one way to move toward this goal, but downsizing must be carefully !
planned and cartied out—a process- that demands the kind of objective and compre- |
hensive information GAO'is uniquely equipped to gather We have, for example, |
monitored the closing of mrhtary bases, studied defense force structure in light of &

' decisions to reduice the size of the U.S. armed.forces, tracked the results of previous [
downsrzmg efforts at the Social Security, Admrmstratron and other agencies, and '
studred downsrzmg approaches ta.ken by prrvate sector organizations.

We have a humber of audrts and’ evaluatlons erther under way or contemplated for [§
the coming | tnonths thar could yleld srgmﬁcant savings for the government, for
example, identifying “best practices” to help streamline defense acquisition,
procurement, finance, inventory, management, maintenance and reparr, and trans-
portation; identifying more cost-¢ffective ways to clean up the nation’s nuclear
weapons complex; evaluating the Federal Aviation Admmrstratron s reorgamzatlon
proposals and Amtrak’s plan for ﬁnanc1a1 self-sufﬁcency ‘

' AMESSAGE FROMTHECOMPTROLLER GENERAL . . . ., 2
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EXPOSING WASTE; FRAUD, ABUSE, AND MISMANAGEMENT

After the scandal at the Department of Housing and Urban Development in the
late 1980s, as well as the “Ill- Wind” scandal atthe Department of Defense, we - -
began a widely publicized effort to identify and monitor programs at risk for
waste, fraud, abuse, or mismanagement. Through scores. of studies and two -
special seties of “high risk” reports——the most recent of which appeared in: Febru- -
ary 1995—we have hlghhghted areas in-which major improvements are needed to.
‘ protect the taxpayers” interests. Among our priorities have been to assess. payment ..
 practices under Medicare, where losses could run as high as 10-percent of the -
$167 billion spent annually; minimize defaults in federal loan programs, such-as
student assistance and the Farmers'Home Administration, whete:loss exposure ..
runs into the billions of dollars; and monitor defense programs'in which billions . -
of dollars have been spent-on unneeded inventory and millions of dollars have
been incorrectly paid to defense contractors.. - -

Our highlighting of high rlsk programs is paymg off The most recent hlgh l‘lSk
reports confirmed that progress had been made in attacking the root causes of

- problems-at 15 ¢ he 18 programs we had identified through fiscal year 1994.

Five of the 18— Bank Insurance Fund, the Resolution Trust Corporatlon, the
Pension Benefit y, C orporatlon, the State Department’s management of
overseas propert ‘and the Federal Transit Administration’s grant management ,
prograi —had attained sound’ enough footmg that we temioved their high rlsk ,
designations. In fiscal year. 1995, we desngnated seven new hlgh risk areas, in
hopes that the, greater focus afforded these areas will yreld progress among them s
well kL e Fd
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TARGETING* SPENDING REDUCTIONS TO REDUCE THE DEFICIT

As the: Congress works to.balance the federal budget, one of its. major challenges i
will be to cut federal spending over the next 6 years by a'total of $1 trillion-or Tk
more. Every} year, we work with the congressional appropriations'committees to. -
find potentra] savings in the administration’s proposed budger; generally identify- -
mg savings of as much as $1 billion. We also work with the: budget and authorlz-,'
ing.committees to find opportunities to save: money by modifying, limiting; or :
abolishing entire programs 'We have under way; or else:soon will begin, efforts .
such as thése:reviewing the'need for such- Department, of Enetgy programs.as: the; 1
civilian’ nuclear-waste, programi, the'power:marketing administrations;;and the .. =
Strateglc Petroleuim Reserve; identifying: agrrcultural commodrty programs in i |
which savings could be achieved; and assessing various discretionary programs at - :
the Departments of Health and Human Services, Education,: and; Labor to 1dent1fy
those that are meffectlve or whose admmlstratrve costs;run too high:...

balan ’ed and'wrdespread

dollars every year. ‘Recognizing 1 the need f ,
federal government, Congress-passed; on a blpamsan Abasrs, the Chref Financial
Officers Act of 1990 (CFO), a law that requires major federal departments and
agencies to prepare financial statements and to undergo annual financial audits,

A MESSAGE FROM THE COMPTROLLER GENERAL &+ .« -



By 1996, the 24 largest federal departments and agencies will be required to

)ob of auditing the:annual U.S. government consolidated financial report, which
is intended to show the Congress and'Américan taxpayers the status of federal

important that we at GAO maintain our’ capacrty to assist. The compreherisive,

| effective 1mplementatron of the Government Performance and Results Act of

management

We have also put consrderable emphasrs on the need for better mformatlon Sk
resource management (IRM).. The federal government spends about: $25 billion-
each year on computers and information technology It ought to be gettmg far

 greater value than it has been for so large an investriient. In 1994, we produced a
- widely recognrzed report on-how 11 basic prlncrples drawn from leadmg publrc e

5 and private sector otganizations could be used in the federal government’s [RM
programs The Con_gress has already endorsed many of these “best practices™in .

he Paperwork. Reductron Act We expect to work with the _‘

We have:a major tesponsibility. to:monitor agencies™ progress under the CFO Act.

produce auditable financial statements. -Beginning in 1997, we wrll also have the .

finances. It is cructal that CFO Act rmplementatron stay on schedule and equally B
reliable data developed undér the CFO Act will give congressronal leadeis invalu-
able information to use in: reducmg federal speriding and ensuring accountabrlrty :

 among the departments and agencies. : Further, the data will contribute to the

1993, which makes performance measurement a key element of federal program 3
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e

IDENTIFYING TRENDS WITH FISCAL, BUDGETARY, OR -
OVERSIGHT CONSEQUENCES FOR THE GOVERNMENT

Numerous GAO reports have alerted the Congr' s 2 d other polrcymakers to crises
in the makmg—from an outdated federal food i mspe tion system to the crumblmg
ﬁnancxal condmon of: the sttrrct of Columbla, from cost overruns.in major o
weapon systems t e deternoratlon of nuclear weapon productron facilities. We.
believe that one of ¢ rprlormes must always be to tdentnfy trends that could lead to
major problems for‘the government. ‘Three examples. The ﬁnancral servnces .
industry is growing larger and more ‘omplex,_ but the; regulatory structure ,_‘m place
to protect invest . tors has many gaps. Health care costs continue to .
grow at 4 rate faster than inflation, and major changes are under way in,th e dellvery
of health care services—most notably the emergence of “managed care’ —yet the
implications of these structural changes for the financially pressed Medicare and .
Medicaid systems are unclear, And the Department of Energy’s program to store
and dispose of spent radloactlve fuel from civilian nuclear power plants may be
reachmg the crisis stage, it wrll be the Congress s challenge to decide how to deal
with thls growmg problem »

ismmmcfa BE‘TTER GAO

|
Declmmg budgets and staff '1uthorlzattons have led us to redouble our efforts to |
1mprove our capacity to serve our customets. For example, even while reducing the |
size of our staff by imposing a hiring freeze, offeting retirement incentives, exercis-
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ing “eatly-out” authorrty, and cutting our field structure, we have continued - - -
efforts to improve the skills and the expertise of the people who remain.- These '

- efforts build on the foundation for effective human resource’ management that we |
 have laid down over the past decade: a pay-for-performance system designed to

- more effectively reward staff for their contributions, a revised merit promotion
process, a broad-banded system to replace the rigid structure of federal GS pay .
schedules; and an enhanced senior executive selection and development process-to
ensure that our future leaders are carefully chosen and thoroughly prepared.

Further, we have committed ourselves to quality' management principles, includ-
ing the reengineering of our work processes. Our goal is to reduce the costs of our:-
:» audxt and evaluatlon Jobs and the time it takes to complete them. 1

new ]ob management procec u‘r." : 'By early sprmg of 1996 these new procedures
wrll be reﬁned and be in operatron throughout the agency 3 :

We belleve that one of the best ways to maintain and burld productwrty isto
proyide our employees with modern facilities and the most up-to-date communi- .
' cations and information technology Developmg our staff dnd. employmg qualrty

- management will make a difference only if the right facilities and toolsate in -

' place. In this regard our facxlmes modernization effort will allow us to consolt- -
 date our \Washm,gton1 D.C;, staff i in modern and safer premises while savmg '
 millions of dollats ts for leased space, just as earlier modernization eﬂ%rts at
our reglonal facrlmes provrded ﬁeld staff w1th modern work envrronments? P
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In addition, GAO staff members—both at headquarters and in our ﬁeld offices—

are being provided the electronic communications and information tools: and

training needed to help. them ‘work smart” andi improve their level of setvice, both - £

to each other and to our customers.-Our employees are now part of a computer
network that allows them to share information and collaborate:on: assignments. -
Also, we have connected.all our reglonal offices and headquarters staff through
videoconferencing and a.voice messaging network. :Our work:téams:can now
conduct many of their face-to-face meetmgs ‘without: havmg to spend time and
money on travel R _ e

Readers of our past annual reports have probably grown a;:customed to our calls for
reducmg the federal deﬁcrt. We are aware thatefforts to cut the deficit will mclude

- budget and stafﬁng reductrons for federal agencies 'su,ch;'as“ ours.- As d0wnsizing,:

proceeds here at GAO, we are doing our best to ensure that it takes place in'an
orderly and ratlonal ‘manner and that our standards of servrce to the Congress and
the Amerrcan people are mamtarned L

These are challengmg times for our orgamzatron We must ﬁnd ways of domg a
good )ob even better—and doing it faster, at less cost, and with fewer people. We
believe that we can rise to the challenge Durmg the 10 years begmnmg in'1983,

we virtually doubled our productivity. In 1992, ‘budget constraints required usto |

begin downsizing a workforce then numbering about 5,325. By now we have
reduced our staff by about 25 percent, and we expect to achleve a reduction of more |

BCTOE
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than 30 percent by the. end of ﬁscal year 1996 But while these cuts. have led to
somie reductions in our work we have maintained both our productivity (our. key

Management” sectlon of thrs report) and the uncompromlsmg quallty of our.
products and servrces Rt S e

budget, GAQ is no motre immune than other federal agencies to the necessity for -
prudent staff reductions, cutting too fast and too deep will be counterproductrve
GAQ has consistently demonstrated its worth to the Ametican taxpayer by

generating financial benefits far in excess of the tax dollars it spends—beneﬁts that
lhave totaled: tens of billions of dollars over the past: ‘decade and will likely. amount .

0 tens of billions: of dollars more in the decade to come. If otir ability to ad- -
1 quately audit, | mvestlgate, and evaluate federal programs is diminished too -
y, the risk exists that we will no longer be able to effectlvely doour )ob as

natron It is-a long and proud tradltlon

Charles A. Bowsher
Comptroller General =
of the United States -

performance measures are 1ncluded in the “Overvrew of Operatrons and Fmancral _

$1 6 trillion. Wlule we recogmze that, as 'measures are taken to- balance tlxe federal

audlto and meet our oblrgatlon to alert the Congress to emergmg and recurrmg :

”sfthe new year begms, this organization | marks 75 years of servrce to the

A MESSAGE FROM THE COMPTROLLER GENERAL




~In fiscal year 1995, GAO prepared

1,322 audit and evaluation products,
including 910 reports to Congress and
agency officials, 166 congressional
briefings, and 246 congressional
testimonies delivered by 72 GAO
executives. GAO also issued 3,328
legal decisions. :
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t $24.8 bllllon of

dlsbursement

L ITAX ADMINISTRATION TRS A STRENGTHEN
ITs EFFORTS TO SEE THAT TAXPAYERS ARE TREATED
~PROPERLY =

‘ Desplte the Internal Reveniue Serv1ce s (IRS) w1de range of controls, processes,
and oversight offices intended to protect taxpayers, GAO found examples of
 taxpayer treatment that fell within GAO’s definition of “taxpayer abuse.” IRS
needs to spectﬁcally deﬁne taxpayer abuse” and develop management informa-

tion about it to help:ensure that instances of abuse are identified and their”
ﬁ'equency is mxmmlzed ~This would also provide the information needed for
IRS and the Congress to better evaluate IRS’ performance in protecting taxpayer [§

rlghts (GG D-95- 14)
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EDOD FORCE MIX ISSUES: GREATER RELIANCE ON
CIVILIANS IN SUPPORT ROLES COULD _PROVIDE
| SIGNIFICANT BENEFITS Lo Loy

- The services currently use thousands of military personnel-in support positions
that could be filled by civilians. Replacing these mllltary personnel with civilian
employees would reduce peacetime personnel costs and could release mllltary
members for use in more combat-specific duties.' But because c1v1han require-
ments and budget allocation decisions are often made mdependently of each .
other, managers are reluctant to recommend replacing mllltary personnel with

~civilianemployees since; with current downsizing, both:positions might be lost. .-

’ (NSIAD 95- 5)

i el A i

.NAVAL AVIATION: F- 14 UPGRADESARE Nor — | -
ADEQUATELY ]USTIEIED P SR

The Navy has not made a compelling case to proceed with its $2.5 billion plan
to upgrade 210.F-14 aircraft. The upgrades will-not:include air-to-ground radar
for precision ground mapping that would permit crews to locate, identify, and
attack targets in adverse weather and conditions of poor visibility. Even though
the Navy states that the F-14 upgrades are needed to fill the gap between A-GE
retirement and the introduction of the F/A—18E/ F alrcraft, they will notbe - -
dehvered in time. (NSIAD 95- 12) :

ik

R e

IATTACK SUBMARINES ALTERNATIVES FOR A MORE
| AFFORDABLE SSN FORCE STRUCTURE S

Faced with a changed world threat and constrained defense budgets, the Navy is
reducing the size of its nuclear—powered attack submarine force. The Navy plans
to take several measures to maintain an. SSN force of 45 to 55, as directed in the
Department of Defense’s bottom-up teview, and remain within affordable
budgets. At the same time, the Navy plans to acquire 31 SSNs through 2014 at
an estimated cost of $48 billion.. GAO identified alternatives that would allow
the Navy to free up money and Stlll maintain the requxred minimum force.

(NSIAD-95-16)
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. 57 ‘Rep‘orts to Congiés: o

%’f 2 Testimonies

IINTERNATIONAL TRADE ASSESSMENT OF THE 3
(GENERALIZED SYSTEM OF PREFERENCES PROGRAM

: The Generalrzed System of Preferences (GSP) Program provrdes duty—free access ‘

J
|
|
|

to U.S. markets for certain products of eligible developing.countries, promoting

development through trade rather than traditional aid programs, ‘Most GSP -
benefits accrue to a handful of countries that can best meet U.S. market de- ;-
mands. In 1992, $16. 7 brllron (about 3 percent of total U.S. imports). entered
under GSP, representing almost $900 million- of duties forgone. 'GAO recom-
mended administrative improvements to the process for considering product o

e]rgxbrlrty, as well as for consrdermg country eligibility under the provisions |

- protectmg intellectual property and worker nghts (GGD 95-9)

.ARMY AVIATION MODERNIZATION STRATEGY NEEDS
TO BE REASSESSED .

The Army plans to spend'about $6.2 billion during fiscal years 1995-99 to
modernize its helicopter fleet. However, Army’s. estimates of the quantities of

- helicopters needed are higher than those identified by the Department of De--
fense (DOD) in its review of modernization plans. In addition, the Army
overstatéd expected benefits and understated technical risks associated with its
modernization strategy, and neither DOD’s nor Army’s studies fully considered
alternative helicopters. Further, whrle the Army has deferred ot canceled funding | |
for other important helicopter programs to procure the Commanche and !
Longbow Apache helicopters, it will still not be able to fully fund the Comanche
program through fiscal year 2004. (NSIAD-95-9)
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IWEAPONS ACQUISITION LOW—RATE INITIAL
PRODUCTION USED TO BUY‘WEAPON SYSTEMS 2
PREMATURELY !

Low-rate initial productlon (LRIP) is an acqursmon practice that allows produc—
tion of a limited quantity for operational testing and other purposes. ‘But -
legislation and Department of Defense polrcyyallow LRIP to' egin before any
operational testing of prototypes. Once started LRIP' lrmlts the options avail-
able to decisionmakers when a system is laty ind to be deﬁcrent The conse-
quences have included procurement of unsatlsfactory weapons requiring costly

-+ modifications and, in ome cases; deploymentof substandard systemsito combat -
forces. Decisionmakers need good independent mformatron ona weapon
system’s performance before startmg LRIP because, in'many cases, srartmg
production represents a firm commitment to acquire the system.

(NSIAD-95- 18)

g | INTERNATIONAL AVIATION 'DOT NEeEDS MORE
INFORMATION TO ADDRESS U.S. AIRLINES PROBLEMS IN
DOING BUSINESS ABROAD “

U.S. airlinés'setving key European and Pacrﬁc Rxm alrports face problems in -

* doing business, including (1) limited access to landing and' takeoff slots, (2)
inadequate terminal facilities, (3) restrlctrons oni' gtound services, and (4) -
‘restrictions and delays in processing’ cargo. The State Department and the
Department of Transportatron (DOT) have had some success in: elrmmatmg
these problems. However, DOT’s efforts are inhibited because it does not -
collect or analyze mformatlon on arrlmes problems in doing busmess

(RCED-95- 24)

l FARMERS HOME ADMINISTRATION:
- THE GUARANTEED FARM LoAN PROGRAM COULD '
BEe MANAGED MORE EFFECTIVELY e

This program guarantees farm loans made by commercral lenders It helps
farmers who have established some creditworthiness and who thus present less
financial risk to qualify for commetcial loans. However, in part because the
Farmers Home Administration’s lendmg policies allow borrowets already in
 default to obtain guaranteed loans, hundred of millions of dollars in govern-
ment—guaranteed loans are at rrsk (RCED-95—9)

i
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3 Testimonies

B EANK REGULATORY STRUCTURE THE UNITED
KINGDOM Sy

This report examines bank regulation and supervision in the United Kingdom
(U.K.).. The Bankmg Act of 1979 vested in the Bank of. England the:U.K:
central bank; supervisory and, regulatory l‘eSPOI’lSlblllthS Its mission. is to ensure
the safety and the soundness of individual banks and 'of the system as.a whole
Unlike laws in the United States, U.K. bankmg laws do not address 1ssuessn¢h
as fair lending practlces or. community reinvestment requlrements .

(GGD-95- 38)

B MILITARY RECRUITING: MORE INNOVATIVE
APPROACHES NEEDED o

GAO examined Department of Defense (DOD) recrumng operatlons and”
identified areas in which costs could be reduced without adversely affectmg
DOD’s ability to meet military personnel requirements. DOD needs to reduce
first-term attrition and to make necessary management changes, including

evaluating organizational structures, consolldatmg resources, and adaptlng new
technologles (NSIAD—95 22)
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- ICHEMICAL WEAPONS DISPOSAL: PLANS FOR -
~ NONSTOCKPILE CHEMICAL WARFARE MATERIEL CAN BE
IMPROVED -

The Armys plans for destroymg nonstockplle chemlcal warfare matenel are not
final, and as a result, its $17.7 billion cost estimate is uncertain. This estlmate is
uncertain largely bemuse the amount of materlel to be dlsposed of has not been
fully 1dent1ﬁed the condition of some materiel is unknown, and d1sposal meth-
ods have not been selected, Also, the Army J'has,hmlted and often i imprecise

' information about the n nature and the extent of‘,burled chemlcal materlel must
comply with federal, state, and local énvironmental réquirements; and faces
strong public.opposition to chemical weapons incineration. (NSIAD-95-55)

I ELECTRIC VEHICLES LIKELY CONSEQUENCES OF
U.S. AND OTHER NATIONS’ PROGRAMS AND POLICIES

Limitations in technology, gaps in required infrastructure, concerns about safety,
unknown market potential, and high initial purchase price are barriers to the
viability of electric vehicles for widespread. transportatxon Efforts to eliminate
these batriers will rcqulre substaritial money, time, and attention. ‘The potential
benefits—reduced air pollution and lower maintenance ‘and fueling costs—will
not solve all environmental and transportation problems. (PEMD-95-7)

B FOOD ASSISTANCE: POTENTIAL IMPACTS OF
ALTERNATIVE SYSTEMS FOR DELIVERING FOOD STAMP
PROGRAM BENEFITS |

Two alternatives to the current coupon-based system for delivering food stamp
benefits are electronic benefits transfer and disttibution of benefits by check, -
referred to as cash-out. Both can reduce certain types of fraud, waste, and
abuse, but demonstration projects have not quantified such reductions. Cash-
out is the least expensive system, while electronic benefits transfer provides the
most.assurance that benefits are actually used to purchase food. GAO believes
that the value of electronic benefits transfer will be found in the larger arena of a
multiprogram mechanism to deliver benefits. (RCED-95-13)
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B DEFICIT REDUCTION EXPERIENCES OF OTHER
NATIONS - i

"The experiences of six countnes——Austra]la, Canada, Germany, ]apan, Mexxco,

and the United Kingdom—show that significant structural improvement in
fiscal pohcy is possnble in modern democracnes, a.lthough such progress appears

difficult to sustain. All six countries took actions to control spendmg Revenue

growth also contrlbuted sxgmﬁcantly to deﬁcxt reductlon efforts in some couin-
tries but genetally was due to tax systems response to economic, growth anid "’

inflation. While five of the six countries reached fiscal balance or surplus, all but

Mexlco reported deﬁcnts in 1993 (AIMD-95-30)
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. 34 Reporis to Congress

: 18 Testimonies

IINFORMATION SUPERHIGHWAY: AN OVERVIEW

OF TECHNOLOGY CHALLENGES

The multlagency Informatnon Infrastructure Task Force has been charged with
articulating a vision for the information superhighway and guiding its develop-
ment. This report provides a detailed discussion of three pivotal technical issues
that affect the future of the emetgmg mformatmn superhlghway Fn‘st, the
superhighway must ensure data secunty and protect users’ privacy. Second, it
should provide a “seamless” web of services, with its components mteroperatmg
in a way that is transparent to,users. Third, the superhlghway must be com- -
pletely reliable. (AIMD-95-23)

. MULTIPLE EMPLOYMENT TRAINING
PROGRAMS: Major OVERHAUL NEEDED TO REDUCE
CosTS, STREAMLINE THE BUREAUCRACY, AND IMPROVE
REsuLTS

Testimony by the Associate Director, Education and Employment Issues,
Clarence C. Crawford

The federal government invests considerable effort and resources in helping
people find productive employment. The result is 163 programs scattered across
15 federal agencies providing employment training. These programs, with
extensive and expensive overlap in administrative structure, target the same
clients, share the same goals, and provide similar services. Despite spending
billions of dollars each yeat, most agencies do not know if their programs are
really helping people find jobs. The system confuses those seeking assistance and
frustrates potential employers. (T-HEHS-95-53)
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B BOTTOM-UP REVIEW ANALYSIS OF KEY DOD
ASSUMPTIONS ¢ :

i i L -

In October 1993, the Department ‘of 'Defense (DOD) reported on'ifs bottom»—
up review—an assessment of U.S. defense needs in the post-Cold War era.
DOD’s review determined, among other things; that the United States should.
'mamtam the capability to fight and win two nearly sit ultaneous ma)or reglonal

! S el

may not be the best approach IDOD is continuing its anal ses of the two-

JE 1B

§ AVIATION SAFETY: FAA CAN BE MORE PROAC’HVE
IN PROMOTING AVIATION ‘SAFETY -
Temmon_y by the Dzrector of Trampormtzon Issues, Kennet/) M. Meaa’ -
Axr travel in this country is generally safe, however, the Federal Aviation Admin- Q

* jstration (FAA) coiild do more to promote safety FAA needs to be proactive,
rather than reactive; it must ensure that its staff keep pace with advances in -
aviation technology, and it needs accurate, reliable, and timely | information to

 better identify emergmg safety problems and make difficult choices on which
safety improvements are most ctitical and time urgent (T- RCED—95 81)
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I HIGH RIsK SERIES |

This series updates GAO s efforts, begun in 1990 to address federa] program
-areas vulnerable to waste, fraud, abuse, and mismanagement. The series focuses
on six categories: provrdmg for accountabrlrty and management ¢ ‘of defense. .
programs, collecting and accountmg for government révenues, the return on
multibillion-dollar investments in information technology,. controllmg Medlcare
fraud and abuse, minimizing loan program losses, and improving oversight of
civil agency government contractors. -Collectively, these categories affect almost
all of the government’s $1.25 trillion revenue collection efforts and hundreds of
billions of dollars of federal expenditures. (HR-95-1 through 12)

% GOVERNMENT REFORM: USING REENGINEERING
AND TECHNOLOGY TO IMPROVE GOVERNMENT '
PERFORMANCE

Testimony by the Comptroller Geneml of t/;e Umtm’ States, L
Charles A. Bowsher RSO

Reengineering and modern technology offer huge opportunmes to reduce costs
and improve the quahty of government services. But the federal sector lags far
behind leading organizations that have used process improvement. and informa-
tion technology to cut costs, streamline operations, and enhance service. - After
spending more than $200 billion on information systems over the past 12 years,
the federal government is in the wotst possible situation—having invested
'heavnly in costly information systems that often fail to dramatically i improve
service or significantly reduce persormel and administrative costs, -

(T-OCG-95-2)
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DISTRICT OF CoLuMBIA: FINANCIAL CRISIS

Testimony by, she Dzrector ﬁ)r Fmanczal M "nagem"' ye olzczes and ls.cues, o

 John W, Hill, jr

it il i LGS F S 4 G T

The District’s financial condition continues to deternora A cordmg to Dlsmct
" estimates, fiscal year 1995 expenditures could be ne ic
million above the congressmnally—mandated c:;, ;
- stantial federal assistance to close this gap. Given contmued spendmg levels
~ above budgeted amounts, the Distriet’s cash posmon is precarxous “In facty the ;
District is insolvent—it does not have enough cash to pay its bills. The Dlstnct s [
" plans'to address: this sitdation de not inelide any major structural of manage- 1. |
ment changes, even though it will face increasing revenue gaps.
(T-AIMD-95-88)

S

T Erie

W SCHOOL FACILITIES: CONDITION OF AMERICA s
ScHoOoLS ‘

The nation’s schools will need about $112 billion to repair or upgrade Amerlca s
multibillion-dollar investment in facilities to good overall: ¢condition, school .
 officials estimate. Most school butldmgs are‘in adequate condition; needing
only some preventive maintenance or corrective repair. However, about 14 -
million students attend schools that need extensive repair or replacement of 1 or
" miote buildings.- Some school officials said that lack of funds was a ma)or factor
in the decisions by school dlStl‘lCtS to defer needed maintenance and 1 repalrs ‘
1(HEHS 95 61) ‘ ' oo : R

[T

Hit

. FORMER SOVIET UNION CREDITWORTHINESS OF
SUCCESSOR STATES AND U S EXPORT CREDIT |
GUARANTEES |

The U.S. Department of Agriculture (USDA) provnded more than $5-billion in
export credit guarantees to the former Soviet Union (FSU) and successor states
despite its evaluations that these states were very risky from a creditworthiness
perspective. As'a result, USDA’s Generil Sales Manager:102 loan portfolio is
heavily exposed to default.’ Large defaults have alteady occuired on FSU and

" ‘Russian debt,’ requlrmg substannal dollar outlays by the U S. govemment

‘ (GGD—95 60)

) S

HicHLiGHTs OF GAO REPORTS AND TESTIMONY . - - 22



IBLOCK GRANTS: CHARACTERISTICS EXPERIENCE,_ o | | ‘
AND LESSONS LEARNED TR O PR Rt | :

One of the goals of block grants is to provnde greater dlscretlon to state and local ‘.
governments.: As the Congress considers creating new block grants, lessons that é
can be drawn from prior experience include the need to focus on accountablhty - 7
for results. Also, the Congress will need to make tough decisions on block grant ‘

fundmg formulas, takmg into account state or local need, dlfferences among
states in the costs of provxdmg serv1ces, and state or local ablllty to contrlbute to
program costs. Formulas will 1 Tequire current. and accurate data to measure need }

and alnllty 10 contnbute (HEHS-95-74)

‘PEACE OPERATTONS: INFORMATION ON U.S. AND | -

“This report provides information on the costs and the fundmg of p peace opera-
tions, the effectiveness of United Nations (U.N.) operations, U.S. policy and.
efforts to strengthen U.N. capabilities, and the impact of peace operations on the
U.S. military, The Departments of Defense and State and the Agency for .
International Deévelopmenthave the highest incremental costs for peace: opera—
tions. The U.N. has been marginally effective in carrymg out complex' missions
-and is not equlpped to plan and support large missions:. Howevet, it has been
effective in operations limited in scope, such-as momtormg peace processes and
supervising elections. (NSIAD-95-102BR) : .

WINTERCITY PASSENGER RAIL: FINANCIAL AND
OPERATING CONDITIONS THREATEN AMTRAK s
LONG-TERM VIABILITY 4

Amtrak’s federal support totaled almost $1 billion in 1995 buc still did not-cover
the widening gap between expenses and revenues. Also, needs for new equip-

- ment and improvements to facilities and track would cost several billion dollars
to meet. Amtrak is unlikely to be able to overcome its financial and operatmg
problems without significant increases in passenger revenues and/or ‘government
subsidies. Amtrak and the federal government need to make i lmportant decisions
about the future of intercity passenger rail service and the government’s commit-

ment to subsidize it. (RCED-95-71)
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l CONSERVATION RESERVE PROGRAM
ALTERNATIVES ARE AVAILABLE FOR MANAGING
ENVIRONMENTALLY SENSITIVE CROPLAND

T

i
i

e 1

h Three modrﬁcatlons to the Conservatron Reserve Program (CRP) could provrde -
longer-term envrronmental benefits at léss cost: (1) creating “buffer zones,”
'whlch would leave more of the field avarlable for - production : and lessen the cost |
to government, @ allowmg farmers to earn revenue from envrronmentally ]

t compatrble uses of CRP land, such as producmg hay; andn(3) provrdmg for |
‘purchase of easements that restricted the and permanently or restrrcted L_

use for perrods that were, longer than those currently allowed (RCED—95-42) ‘l

W COMMUNITY DEVELOPMENT: COMPREHENSIVE
APPROACHES ADDRESS MULTIPLE NEEDS BUT AR.E |
CHALLENGING TO. IMPLEMENT

Thls report examines, comprehensxve approaches that commumty—based non-
. profic:organizations have taken to 1mprove conditions in distressed urban
~.neighborhoods.. It looks at community organizations in four: cities—Boston; ]
Detroit; Pasadena; California; and. Washmgton, D.C.—that rely onresidents
‘ -parttctpatlon to address the housmg, economic,. and social service needs of the |
communities. (RCED/HEHS-95-69):
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l ADDRESSING THE DEFICTT, Buocey | |
IMPLICATIONS OF SELECTED GAO WORK FOR Fiscar <
YEAR 1996 |

Thls report systematlcally identifies the: budgetary xmpllcatlons of selected pollcy
“changes and-program: reforms discussed in previous GAO publications but not
yet implemented or enacted.® Although many.of these options do niot reflect’;
recommendations, they represent one way to address, in a budgetary context,
some of the significant problems identified in GAO’s evaluations of federal
policies and. programs. The 120 options presented are organized around the 3
themes of reassessing program objectives, redefining program beneficiaries, and ' : |
improving program efficiency. Some of these options were'used in the fiscal ’ |
year 1995 Budget Resolutlon (OCG 95-2)

] DEPOSIT INSURANCE FUNDS ANALYSIS OF
INSURANCE PREMIUM DISPARITY BETWEEN BANKS AND
THRIFTS

A significant insurance premium disparity between banks and thrifts is likely
when bank premiums are lowered once the Bank Insurance Fund is fully
recapitalized. Thrift premiums could be more than five times greater than bank
* premiums because higher amounts are needed to fully capitalize the Savings
Association Insurance Fund and to pay interest on bonds issued to help resolve
 the thrift crisis of the 1980s. Such a premium disparity could put thrifts at a
competmve disadvantage with banks, adversely affecting the industry and its
insurance fund. GAO’s report discusses a range of policy options to address

these concerns. (AIMD-95-84)
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ITRAVEL PROCESS REENGINEERING DOD
FACES CHALLENGES IN USING INDUSTRY PRACTICES TO
REDUCE COSTs

mTw

1

The Department of Defense (DOD) can save hundreds of mxllIons of dollars by
applying industry best practices in its effort to reengineer its travel: ‘management;
however, applying prIvate sector practices will not: be a sImple matter. At -
'DOD ‘location, processing a-travel order involved 47 steps from' start to' ﬁmsh
and took niearly 6 hotirs to complete and 19 days to process. ‘In contrast, at -
- Allied Signal Corporation, one company that has changed its corporate t travel
practices, the cost to process an expense report_electromcall is only about $3

"""’*-(AIMD/NSIAD 95- 90) St

I i}

l EARNED INCOME CREDIT TARGETING TO THE
WORKING POOR |

T
Jgi‘

The earned i mcome tax credit (EIC) isa ma)or federal’ effort to assist-the workmg
poor. It is mtended o offset the impact of social security taxes on low-income
workefs and to encourage the poor to seek employment rather than welfare.
Total costs for the EIC increased dramatically when Congress broadened its -
coverage and increased the amount of credit available. The Internal Revenue —
Service estimates that nearly a third of the returns filed electronically duringa2- i<
week period in January 1994 claimed refunds that were too:large and that $183
‘ million»in claims were fraudl’rlent.u (GG‘D—.95-"12ZBR) R S

. SOCIAL SECURITY NE\W FUNCTIONAL ASSESSMENTS |
FOR CHILDREN RAISE ELIGIBILITY QUESTIONS o *

The number of children recermg Supplementa] Securxty Income- beneﬁts has
nearly tripled over the last 5 years, and benefit payments now exceed $4 billion
annually.’ Program growth has been especially rapid in awards:to children with
mental and behavioral impaitments. GAO, found that the process for assessmg
children was fundamentally flawed and relied too heavily on examinets’ judg-
ments, rather than on objective criteria. GAO could not substantiate allegations
that parents had coached their children to behave inappropriately s0 that they
could quallfy for. monthly cash benefits. (HEHS- 5 66)
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@ SOCIAL SECURITY: FEDERAL DISABILITY PROGRAMS
FACE MAJOR ISSUES

Testimony of the Director, Income Secumy v_Iss:z_"tg_s, Jane L. ':‘Ross" ki

- Disability Insurance (DI) and Supplemental Security Income (SSI), the two

: major federal disability programs, have grown: dramatlcally in recent years..
Accompanying this growth are media reports tha 'r ghlight. fraud and. abuse, :
signaling to the public a program gone awry: ;A technological and medlcal
advances create more opportunities for persons with disabilities'to engage in.
meaningful and productive work, the premises. underlymg DI and SS1 may ‘need
to: be modrﬁed (T -I-IEHS 95 97) : :

._,,!’.,“
Rk

W DEFENSE HEAITH CARE: Issues AND CHALLENGES
CONFRONTING MILITARY MEDICINE

3 The Department of Defense (DOD), is experiencing many of the same chal- -
lenges confronting the nation’s civilian health care system—mcreasmg costs and

: access to high-quality care. The military health care system coversabout 8.3
fs million people and costs over $15 billion annually.” Its primary mission is to.
: maintain the health of 1.7 million active duty personnel and to be prepared to
| deliver health care during times of war. In addition, it provides health care to
| the'families of active duty pérsonnel and their dependents and survivors and
service retirees. (HEHS 95 104) R

l UNMANNED AERIAL VEHICLES No MoRe
HUNTER SYSTEMS SHOULD BE BOUGHT UNTIL
PRrROBLEMS ARE FIXED

Despite repeated crashes durmg testing and other serious performance problems,
~the Départment of Defense (DOD) plans to acquIre 50 Hunter Unmanned
Aerial Vehicle Systems at an estimated cost of over $4 billion. GAO recom-
mends that DOD defer a second production contract until the system demon-

. stratés satisfactory performance and meets Army, Marme Corps, and Navy
'requrrements (NSIAD 95 52)
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IWEATHER FORECASTING 'UNMET NEEDS AND
, UNKNOWN COSTS WARRANT REASSESSMENT OF
OBSERVING SYSTEM PLANs

leen the 1mportant role thc weather plays each day in the hfe of every Amerr—
can,itis mcreasmgly lmportant to tesolve: problems’of the-National Weather

- Service’s (NWS) Automated Surface Observing System (ASOS). A component
of NWS modernization, ASOS is intended to automate the collection, the

observation, and the dissemination of weather information, replacing human !

observers at many airports and: most NWS:offices. :Shortfalls in the system could

 place aviation efficiency and safety at rlsk and skew national chmate research |
(AIMD-95-81) '

ITHE DEFICIT AND THE ECONOMY AN
UPDATE OF LONG-TERM SIMULATIONS '

Deﬁcnt reductlon sxmulatlons, updated since GAO’s 1992 report, conﬁrm that
the “no action” path remains unsustainable in the long term. A budget balance

or surplus would yield a stronger long-term economy than the “muddling
 through” approach, which-maintains deficits at 3 percent of gross domestic

product. Also, early reductions in fast-growing areas, such as health programs,

~ would prodiice more long-term benefits than other spending cuts. The Congress =

faces difficult trade-offs between the short- and long-term costs and benefits of

deficit reduction, as well as hard budgetary choices among competing programs |
and prlorltTes (AIMD/OCE-95-119)
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l TELEPHONE ASSISTANCE ADOPTING PRACTICES _
USED BY OTHERS WOULD HELP IRS SERVE MORE o
"TAXPAYERS

For mIlllons of taxpayers, callmg the Internal Revenue Servnce (IRS) for answers

. to their questions has become increasingly frustratmg as inore and more calls -
have gone unanswered. Compared with five orgamzatlons GAO contacted—the
Social Security Administration (SSA) and four prIvate sector compames—IRS '
does not apply commonly used management practices to assist taxpayers.. For

' example, IRS telephone assistance is available 10 hours a day compared WIth 12
- hours day at the SSA and 24 hours a day at a.ll four compames (GGD-95-86)

l MEDICAID SPENDING PRESSURES DRIVE STATES
TOWARD PROGRAM REINVENTION SRS

Escalating program costs have led Some statés t6 move all o most of their
Medicaid populanon into managed—care arrangements after obtaining approval

. to waive certain federal requirements. Although these statewide demonstration
programs will extend benefits to more low-income-individuals, they may also
result in increased federal spending. GAO?’s analysis showed that three states
with approved waivers may obtain more federal funding than they would have
under original Medicaid programs bur that inione additional.state, federal .:- i
spending might be less over the life of the waiver. (HEHS-95-122)- . .

l SCHOOL FACILITIES: AMERGYS SGHOOLs NoT B
DESIGNED OR EQUIPPED FOR ZIST CENTURY e

School officials in a national sample of schools reported that most were unpre-
pared for the 21st century in critical aréas, Most schools reported that they did
not fully use modern technology, they lacked flexible instructional space, and
they could not meet the functional requirements of key support services. About
40 percent of schools reported that their facilities cannot meet the needs of
laboratory science or large-group instruction even moderately well. Also, not all
-students nationwide have equal access to facilities that can support education

into the 21st century. (HEHS-95-95)
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.VA HEALTH CARE RETARGETING NEEDED TO
BETTER MEET VETERANS’ CHANGING NEEDS

T

o1

The veterans’ health care system was originally establrshed to treat war-related =
injuries and help fehabilitate veterans with sérvice-connected disabilities.
‘Gradually, the Department of Veterans Affairs (VA) shifted to a-  systém focusing
‘prrmarrly on treatrnerit of low-income veterans with non—servrce—connected ‘
drsabtlmes ‘Chinges need to be’ made in VA health care to' better ‘meet veterans’ !
) health care needs, but VA’s restructuring efforts are focused on presérving the |
' current system rather than focusmg its hmrted resources on alternatrves ' —

L

IVETERANS BENEFITS: VA CAN PREVENT MILLIONS |
IN COMPENSATION AND PENSION OVERPAYMENTS .

. Over the. past decade, the Department of Veterans Affarrs (VA) detected almost

survivors. VA has the capabrhty to prevent overpayments but has not imple-
mented preventive measures. ‘For example, VA does not use - available informa-
tion, such as information on when beneficiaries wrll become e]rgrble for social
security, to prevent overpayments, from occurrmg ‘Nor does it collect and use
information on the specrﬁc causes of overpayments to target preventrve efforts

(HEHS-95 88)

N LONG TERM CARE CURRENT ISSUES AND FUTURE
DIRECTIONS

Because the cost of long-term care is substantial and is growing, this issue is
receiving serious attention at both the state and national levels of government. .
Long-term care:is not an issit¢ limited to-the elderly-as a substantial portion of
the long-term care population consists of younger people with disabilities. A key
factor driving change in how the nation pays for long-term care is concern about
cost. Long—term-care insurance may play a larger role in'the future, as well as
increased public sector spendmg on home— and commumty—based care. -
(I—IEHS-95 109) : *
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| ] TACTICAL AIRCRAFT CONCURRENCY N
' DEVELOPMENT AND PRODUCTION OF F 22 AIRCRAFT
SHOULD BE REDUCED B

i i il il g - A

‘The Air Force plans to buy 80. F-22s,>at an estxmated cost of $12.4 billion, -

' before completmg initial operational testing and evaluation (IOT&E): Histori-
. cally, buying weapon systems before. demonstratmg petformance through:-

. operatlonal testing has led to adverse consequences. The F-225 already: drsclosed ‘
engine and stealthiness problems, and.the potential for avionics and software l
problems underscore the need for IOT&E before slgmﬁcant productron coms!: .

mitments are made. (NSIAD-95 59)

N ARMYTRAINING ONE—THIRD OF 1993 AND 1994 |
BUDGETED FUNDs WERE USED FOR OTHER PURPOSES : ' =

Congress has conslstently supported the Army s requests for mllltary trammg
funds—commonly referred to as operating tempo funds—to keep the Army’s
forces at a high level of combat readmess Of the $3.6 billion of fiscal years
1993 and 1994 operating tempo ‘fiinds for two major Army commands, about
$1.2 billion, or 33 percent, was moved to other operations and maintenance
accounts and to support operations in 'Somalia and Haiti. GAO found that ‘
budget requests have exceeded amounts needed to conduct the training exercises
requrred to achieve readiness ob)ectrves (NSIAD-95—71) '

| MILITARY BASES: “Awarvsis oF DODS 1995
PROCESS AND RECOMMENDATIONS FOR CLOSURE AND'
REALIGNMENT R

When announcmg the 1995 recommendatlons for base closures and realrgn—
ments (BRAC), the Department of Defense (DOD) projected $1.8 billion in
- annual recurring savings. GAO reviewed the recommendations and selection-
process and.found that DOD’s 1995 BRAC process was generally sound and
well-documented and should result in substanual savings. But: DOD did not
take full advantage of cross-servicing opportunities that could have achieved

additional savings. (NSIAD- 95—133)
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DEFENSE PROGRAMS AND SPENDING
NEED FOR REFORMS L

Testzmony of t/)e Semor Dq‘éme and Intemaﬂonal Aﬂizzrs Aa’vzsor o the
Comptroller General of the United States, an/e C Cona/mn o

This testimony: discusses GAO’s work that clearly shows that the Department of
Defense (DOD) wastes billions.of dollars; éach year because there are long-. - -
standiriginefficiencies in its. day—to-day operations and because it has been, slow
o take advantage of Gpportunities to reform systems and processes, make further
reductions i infrastructure, and reduce costs. Interested patties—the DOD, .
the Congress, the defense: mdustry, afid-others—-need: to; adopt anew cu]ture or
perspecnve to address thesé problems (T-NSIAD:95-149)

CHANGE R

Temmony of Geneml Coumel RobertP‘ Murp/yy

The U.S: government spends aboirt'$200 brlllon annually on:goods and services,
rangmg from' weapon systems to‘computer systems to everyday commodities. It
‘pays an enormous premilim—an estimated 18 percent—on what it buys solely
because of requirements imposed on'its contractors: The Federal Acquisition
Streamlining Act of 1994, the first step in procurement reform, simplified the
procurement process. Subsequent reform proposals should involve srmpllfymg
the process further by iricreasing reliance on‘the commercial marketplace and -
reducing the costs, and the burdens of disputes. (T-OGC-95-19)

l OPERATION DESERT STORM INVESTIGATION OF
A U S ARMY FRATRICIDE INCIDENT '

In the early morning. of February 27, 1991 durmg the Persran Gulf War, Army
Corporal Douglas L. Fielder was unintentionally killed'and Sergeant ]ames E.
Napier wounded by U. S. soldiers who had mistaken them for the: enemy.
Several critical factors led to this incident: | Operation plans and orders were
incomplete and did not contain current intelligence information, and personnel
involved did not abide by the stated rules of engagement nor did they know of
or use the appropriate antifratricide signals. The Army’s investigation of the
incident, which cleared Army officers of responsibility, was flawed, and investi-
gators never resolved inconsistencies. (OSI-95-10)
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- IMMEDICARE CLAIMS: COMMERCIAL TECHNOLOGY
- CouLp Save BiLuions LosT TO BILLING ABUSE
- The Medicare program is plagued by billing abuse because of inadequate

funding for fraud and abuse prevention activities, uneven implementation of
payment controls, and flawed payment policies. Avoiding these preventable
losses would help control Medicare costs without affecting beneficiary services or
provider fees. GAO estimates that use of commercial computer systems de-
signed to detect procedure code manipulation—one type of billing abuse—could
have reduced federal payments for physician services and supplies by nearly 2
percent in 1994. Beneficiaries, who are responsible for deductibles and

copayments, could have saved over $140 million in 1994. (AIMD-95-135)

s i

MANAGING FOR RESULILS: STEPS FOR
STRENGTHENING FEDERAL MANAGEMENT

Testimony of the Assistant Comptrollers General, General Government
Division and Accounting and Information Management Division,

Jobnny C. Finch and Gene L. Dodaro

To strengthen federal management, four steps need to be taken. First, precise
program and business goals must be developed and performance must be
measured against these goals. Second, inefficient operations need to be
reengineered and investment needs to be made in technology to bring govern-
ment into the information age. Third, financial management needs to be
strengthened to instill accountability and control costs. Fourth, human resource
management issues need to be addressed to build and maintain a more capable,

highly trained workforce. (T-GGD/AIMD-95-158)
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[EXPORT PROMOTION: RATIONALES FORAND
AGAINST GOVERNMENT PROGRAMS AND EXPENDITURES L

Testimony of the Managing Director, Internatzomzl Trade, Fzmmce, and
Competitiveness Issues, Allan 1. Mendelowitz —

Diverse reasons underpin U.S. government export promotion programs. thle ==
such expenditures of taxpayer dollars can be supported or criticized with any
* number of qualitative arguments, there is no definitive empmcal work that’
shows a positive or a negative impact of the | program If the Congress deter:
mines that the expenditure of public funds for e export promotion should be |
continued, significant opportunities exist for cost savmgs and cost-eﬁ"ecnve o f—
organizational change (T-GGD-95- 169) o ]

W WELFARE PROGRAM: OPPORTUNITIES TO
CONSOLIDATE AND INCREASE PROGRAM EFFICIENCIES

|

fuyy

a

The programs that make up the nation’s welfare system have developed incre- -
mentally over time as the Congress has addressed specific needs of low-income
families. No overarching goal was ever developed to unify the programs and |
help ensure that families’ needs wete being met. When restructuring the welfare |
system, the Congress needs to ensure that federal funds are used efficiently and
that programs are focused on outcomes. (HEHS 95 139)

.EXPORT CONTROLS CONCERNS OVER | |
STEALTH—RELATED EXPORTS B L |

Unclear lmes of Junsdlctlon over stealth—related iterns may lead to the inappro- l
priate export of militarily sensitive stealth materials and technology. Control |
over these exports is split between the Departments of State and Commerce, :
State, with input from the Department of Defense (DOD), controls munitions
items, and Commerce has responsibility for items with both civilian and military
uses. Commerce has limited authority to prevent stealth-related exports and
does not refer most applications for the export categories related to stealth to
either the Department of State or DOD for review. (NSIAD-95-140)
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W PEACE OPERATIONS: UPDATE ON THE SITUATION
IN THE FORMER YUGOSLAVIA

GAO reported that the United Nations (U.N.) had been ineffective in helping

resolve the major issues of conflict in the former Yugoslavia. An estimated

250,000 Bosnians had been killed, but the U.N. had done little to deter attacks

against “safe areas” or prevent Croatian territory from being used to stage
attacks on Bosnia, though mandated by the Sccurlty Council. :In addition to
contributing more than $3 billion for the United Nations Protection Force,

- U.N. member states had provided billions more in voluntary conmbutlons and
40,000 peacckecpmg troops; NATO air power had also been commltted o the _

" operation. ' (NSIAD-95-148BR)

- ENVIRONMENTAL CHALLENGES REQUIRE NEW
APPROACHES

Te:tzmon_y by the Director, Enwronmental Protectzon Issues,
Peter F. Guerrero :

The breadth of the environmental challenge faéing the nation means that the

" ENVIRONMENTAL PROTECTION: CURRENT

Environmental Protection Agency (EPA) must better target its resources. EPA
cannot do-so without a clearly defined mission and changes in its legal founda-

tion and management structure. A good working relationship with the states,

which are called upon to manage most federal environmental programs for EPA,

is vital. The states, however, are burdened by unfunded federal mandates, and

communication berween EPA and the states regarding setting spending and
other priorities is poor. (T-RCED-95-190)
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B FOOD AID: CoMPETING GOALS AND REQUIREMENTS |
HiNDER TrTLE I PROGRAM RESULTS |

LTI

During the past 40 years, the United States has allocated more than $88 billion \
in food assistance to developing countries under title I of the 1954 Agricultural

Trade Development and Assistance Act, commonly referred to'as P.L. 480. The
size and the importance of the title [ program have declined, and the program as

currently structured does not:meet its economic development or market develop- ==

ment objectives. The Congress may wish to: refocus, restructure, or eliminate

the program. (GGD—95 68)

W WELFARE BENEFITS: POTENTIAL TO RECOVER
HUNDREDS OF MILLIONS MORE IN OVERPAYMENTS

Aid to Families With Dependent Children (AFDC), Food Stamps, and Medic-
aid are needs-based programs that provide either direct financial assistance, food
coupons, ot payments for certain medical services to low-income individuals and
families. In 1992, federal- and state-funded benefits for these programs totaled
about $161 billion. There was an estimated $4.7 billion in benefit overpay-
ments because of fraud, client error, or agency error, representing about

4 percent of total benefits paid. Total overpayments recovered, about !
$333 million, were relatively low. (HEHS-95-111) I
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-JOB? CORDS: HIGH COSTS AND MIXED RESULTS RAISE

'QUESTIONS ABOUT PROGRAM’S EFFECTIVENESS -

The Job Corps is the most expensive federal youth employment and training
program, with current appropriations of about $1 billion.. GAO found that
about half of the jobs. obtained by trainees were. low=skill jobs, such positions as

-~ fast food workers, and were not related to the training provided by the Job.
Corps.. GAO questioned whether the Job Corps’ long-standing practice of
awardmg sole-source contracts to national contractors for about a third of the
ttaining was effective. Nearly half of all job placements were: found by the.
student, family, or friends, not by natlonal training contractors.

(HEHS—95—1 80)

WARMNY NATIONAL GUARD: Covisxt BRGDES
ALty TO BE READY FOR WAR N 90 DAYS Is =~ |
UNCERTAIN |

Changing defense needs have increased reliance on Army National Guard -
combat brigades and on their ability to deploy to any number of regional
conflicts. GAO looked at the training of seven brigades designated to reinforce

active duty units. None of the reserve brigades came close to achieving training
goals, making it hxghly uncertain that they'could be ready to deploy 90 days after
mobilization. Other readiness issues are the inability to recruit and retain'-
enough personnel to meet staffing needs and the poor working relationship
between the active Army arid the state-run.Guard.: (NSIAD-95-91) - -

BFOREIGN HOUSING GUARANTY PROGRAM:
FINaNcIAL CoNDITION Is POOR . AND' GOALS ARE NOT
ACHIEVED

The Congress should consider terminating the Agency for International
Development’s Housing Guaranty Program because it has failed to achieve its
fundamental goal of promoting private sector investment in low-income housing
‘in developing countries, its benefits often go to higher-income persons, and its
loan defaults may ultimately cost the U.S. government as much as $1 billion.

(NSIAD-95-108)
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W SPACE SHUTTLE: NASA MuUsT REDUCE COSTS .
FURTHER TO OPERATE WITHIN FUTURE PROJECTED
FUNDs_

: The National Aeronautlcs and Space Admmxsttatlon (NASA) has substantlally -

- reduced funding for shuttle operations and plans ‘further.cuts. ‘The cost was - =

reduced in part by cutting the number of space flights. NASA' appears to have ﬁ

* adequately considered safety while reducmg costs, However, it is difficult for

NASA t6 know how much further'ic can reduce costs w1thout affectmg safety.
(NSIAD-95- 118) g : : SRR

W SPACE STATION ESTIMATED TOTAL Us. FUNDING ]
REQUIREMENTS . o | !
GAO estimates U.S. funding req.u‘iremen"ts for the design, the launch, the 7 5
assembly, and 10-year operations of the International Space Station at about E%

|

$94 billion—over $48 billion to complete the assembly in June 2002 and almost
$46 billion to operate and conduct research for 10 years thereafter. This amount
is about $77 billion in fiscal year 1995 constant dollars and does not include the

" valie of the international partners’ contributions to the Internatlonal Space
Statlon program (NSIAD—95 163)

IIMMUNIZATION HHS COULD Do More 0
INCREASE VACCINATION AMONG OLDER ADULTS s

Pneumoma arid mﬂuenza are: the leadmg causes of vaccme-preventable death
The elderly suffer the most from these diseases, and the costs to the federal
government, through Medicare, are substantial. GAO suggests that enhanced
promotional efforts would increase immunization rates and thus save lives.
Promotional efforts directed to health care providers—physicians and hospi- -
tals—would be more effective than efforts to influence- consiimers’ knowledge

and attltudes (PEMD-95-14)
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WACCINES TOR CHILDREN: REEXAMINATION OF |

PROGRAM GOALS AND IMPLEMENTATION NEEDED TO
ENSURE VACCINATION

© More than 95 percent of the nation’s chlldren receive recommended vaccinations
by the time they enter ‘school. The Vactines for Children Program, created in
1993 was intended to increase childhood i immunization by reducing the cost to
parents " GAO found that'the vaccini¢ cost was not a factor and identified missed
- opportumtxes for vaccination during a child’s regular contact w1th health care
provxders as a major barrier. (PEMD—95 22) RIRCEEE

l H‘USING FINAN CE IMPROVING THE FEDERAL
HoME LoAN BANK SYSTEM’S AFFORDABLE HOUSING
PROGRAM

Thxs program, established in 1989, has successfully increased the supply of
affordable housing for very low-, low- and moderate-income households.

" Through 1993, $234 mllllon in funds were used to help léverage an additional
$3 billion from other sources to finance prO)ects containing over 62,000 housing
units in urban, suburban, and rural communities. This report describes how
funds have been used to finance affordable housing initiatives and makes’

- recommendations to improve program administration. (RCED-95-82)

W PUBLIC HOUSING: tCQNV.ERTING To HOUSING
CERTIFICATES RAISES MAJOR QUESTIONS ABOUT COST

Housing cemﬁcates are intended to prov1de public housing residents greater
opportunity to select where they want to live. However, actual choice in
housing depends on many factors, including the cutrent tenant’s inclination to
move, the availability of affordable housing, the willingness of private landlords
to accept housing certificates, and the extent to which housing antidiscrimina-

~ tion laws are followed and enforced. The ultimate costs of converting to hous-
ing certificates is not known. (RCED-95-195)
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W COTTON PROGRAM: COSTLY AND COMPLEX
GOVERNMENT PROGRAM NEEDS TO-BE REASSESSED

|

The cotton program has evolved over the past 60 years into 2 costly, cornplex i

. maze of domestic and international price supports that benefit producers at great

cost to the government and society. In 1993, 295 producers each recervcd more K
than $250,000—4 of these received more than $1 million—in’ government 1

payments for their cotton operations. The: economic condmons that led to, the

creation of’ the - program in the 1930s no longer exist, The Congress may 3 wrsh to

consider whether benefits from the. program are worth its costs and if the - I

B program should be contmued (RCED 95—107) o el f‘
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ITAX SYSTEMS MODERN IZATION MANAGEMENT
AND TECHNICAL WEAKNESSES Must BE CORRECTED Ir
MODERNIZATION Is TO SUCCEED

Since 1986, the Intemal ,Revenue Serv1ce hasfmvested $2.5 billion in Tax
Systems Modernization (TSM) and expects to spend over $8 billion by 2001.

" This world-class information’ systems development effort, much larger than most
other organizations will ever undertake, is at serious risk because of management
and technical problems. Vulnérable to schedule delays, cost overruns, and failure
to meet mission goals, TSM was added to GAO’s list of hlgh—nsk areas in

February 1995. (AIMD 95 156)

FINANCIAL MANAGEMENT. MOMENTUM MUST
BE SUSTAINED TO ACHIEVE THE REFORM (GOALS OF THE
CHIEF FINANCIAL OFFICERS ACT

Testimony of the Comptroller General of the United States,
Charles A. Bowsher

Through this act, the Congress has laid the foundation to provide much needed

accountability and gain financial control of government operations. Progress has

been made, but more needs to be done to fully achieve the act’s financial man-
agement reform goals and attain the type of accountability and effectiveness the
American taxpayers expect and deserve. Chief Financial Officers need to
overcome serious financial reporting and systems weaknesses and to upgrade the
qualifications and the training of financial management staffs. Also, the Inspec-
tors General must better position themselves to perform financial audits.
(T-AIMD-95-204)
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STRENGTHEN FEDERAL MANAGEMENT OF INFORMATION
AND TECHNOLOGY

GOVERNMENT REFORM: LEGISLATIC)N WOULD@;{ :

Testimony of the Assistant Comptroller General, Accountmg ana’ Inﬁrmzman

Mangement Division, Gene L. Dodaro

This testimony dlscusses a legrslanve proposal, the Informa, Technology
Management Reform Act of 1995, which, if enacted, would change the -
~ government’s focus on information technology (Im). from a technical toa.

management focus, It would establish a senior fiianagement position of Chref
. Infotthation” .fﬁcer iin 24 fiajor federalagencies’ and would hold' agericy. heads

accountable for ensuring that IT investments maximized overall mission ben-
efits. .In addition, it would directly link budger decisions with performance

affecting the approval, the continuation, or the termination of major IT invest--

ments. (T-AIMD-95—-205)

BUDGET PROCESS HISTORY AND FUTURE 3
DIRECTIONS

Testimony of the A:sociate Director, Bitéigef Issues, Suszmj 'Iﬂing' a

The budget process should offer the Congress the means to set overall fiscal .
-policy and to set national priorities.  The process should beunderstandable to
. the interested citizen and it should provide.accountability. This testlmony
-suggests.that Congress create;a “lookback procedure to evaluate progress in

5 reducmg the deficit. By periodically compating current deficit projections with
projections in prior deficit reduction agreements or reconcxllatron legrslatlon, the

Congress can identify slippage and take actions, if desired, to bring the deficit
path closer to the original goal. (T-AIMD-95- 214)
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.SUPPLEMENTAL SECURITY INCOME GROWTH.
AND (CHANGES IN RECIPIENT' POPULATION CALL FOR
REEXAMINING PROGRAM

The Supplemental Security Income (SSl) program, the largest cash assistance
program for the poor, is one of the fastest-growmg entitlement programs. “Adules
thh mental 1mpa1rments, chlldren, and noncitizéns account fot’ nearly 90
percent 'of SSI’s growth since 1991, Thise recrplents tend to be)) younger, stay
on SSI longer, receive larger benefits, and depend more on SSI'as a primary

© source of income.” A reexamination of the'SSI program is needed to better s serve
its intended populatlon and to reassure the publlc of the' program s mtegrlty
(HEHS-95- 137) S e Bt x».?, 1 1 3 o

.PRESCRIPTION DRUGS AND THE ELDERLY:
MANY STILL RECEIVE POTENTIALLY HARMFUL DRUGS E
- DEspITE RECENT IMPROVEMENTS |

The 1nappropr1ate use of prescnptlon drugs isa potentlal health problem that is
partrcularly acute for the elderly Not only do the elderly use more prescription

drugs t than any other age group, but also they are more. llkely to be taking several |

drugs at once, increasing the probabrllty of adverse drug reactions. [t is esti-
mated that the annual cost of hosprtallzatrons because of i mapproprrate prescrip-
tion drug use is $20 billion. Drug utilization reviews by pharmacists are one of
many efforts that are helping to reduce thrs problem.

(HEHS—95 152)

.HEALTH INSURANCE FOR CHILDREN: MANY
- RemalN UNINSURED DESPITE MEDICAID EXPANSION

As a result of legislative changes expandmg Medlcard ellgrblllty for children, 4.8
million more children are covered: Although a substantial number of uninsured
children meet federal Medicaid age and income eligibility requitements, 2.3
million are not enrolled. Reasons'rnay‘ be that parentslack knowledge about
their potential eligibility and difficulties have been encountered in applying for .
Medicaid. Changes to Medicaid that resulted in reducing the number of
children covered, without also changing the health insurance marketplace, could
lead to significantly more uninsured children in the future. (HEHS-95-175)
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CouLb CurB LOSSES: TO FRAUD AND! ABUSE G e

Testimony of the Director, Health Financing and Polzqy ]ssues, e
Sarah F. jaggar

Medrcare losses occur in part because of lnapproprlate prrcmg and madequate
scrutmy of clarms and because abusrve or poorly qualrﬁed provrders of medical
services. and supplies are allowed to participate in the  program, These problems
can be found elsewhere in both the public and private sectors. Prlvate health
 insurance:companies use modem ‘management technrques, such as competitive
,brddmg and advanced software programs, a and react faster to reduce fraud and -
abuse. If Medicare used more private sector technrques, it could srgmﬁcantly

reduce losses. (HEHS-95-211)

MEDICARE:: ADOPTING PRIVATE SECTOR: TECHNIQUES

N SUPERFUND INFORMATION ON CURRENT HEALTH
Risks

Much debate exists about the risks posed by most sites on the National Priorities -

List. The Envnronmental Protection Agency (EPA) does not prioritize its
' Superfund cleanup actrons to address the “wotst sites first,” ‘those that § pose the
most srgmﬁcant publrc health risks. About one-third of the 225 sites in the”
EPA’s database represented health risks s serious enoligh to warrant cleanup, given
»current land use. There wete mmlmal serious health risks at remamrng sxtes,
assummg land use remams constant (RCED-95 205) | "
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. FINAN CML AUDIT: EXAMINATION OF IRS FISCAL |

YEAR 1994 FINANCIAL STATEMENTS

- GAO could not express.an opImon on the relIabIlIty of the Intemal Rcvenue

* Service’s (IRS) financial statements. IRS continues to.face major.challenges.in

. developing meaningful and reliable financial management information and in
providing adequate internal controls that are essential to effectively manage and

report on its operations. Overcoming these challenges is difficult because of the

- long-standing nature and depth of IRS’ financial managemerit problems and the

annquated state of its systems. (AIMD-95- 141)

.MEDICARE INCREASED HMO OVERSIGHT COULD

- IMPROVE QUALITY AND ACCESs TO CARE

The Congress i consndenng ways to attract MedIcare beneﬁcmnes to health
maintenance organizations (HMO) in hopes of containing cost growth while
preserving or improving quality and access to care. Medicare needs to adopt
some private sector practices in overseemg HMO performance. For example,
some large employers are requiring that HMOs undergo review by the National
Committee for Quality Assurance, a private agency t that sets and enforces HMO
quality standards that are more stringent than current federal guIdelInes
(HEHS-95-155)
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.SUPPLEMENTAL SECURITY INCOME
DIsABILITY PROGRAM VULNERABLE TO APPLICANT FRAUD

WHEN MIDDLEMEN ARE. USED

Recent media reports and congressmnal hearings have focused attention on the ;
increasing number of fraudulent claims for disability | benefits thar have been filed F

by non-English-speaking immigrants. These. claIms‘have b tated b
some middlemen who are paid to provide translation s rvices to
apply for SSI benefits. In Washington State, a middléman arrested for fraud had
helped at least 240 immigrants obtain $7 milliéfi“in SSI benefits by coaching

o them on'which medical’ symiptorns to- claim and} 1g: false information: on;

their medical conditions and famIly hIstorIes (HEHS 95-116)

)

.MEDICARE EXCESSIVE PAYMENTS FOR MEDICAL
'SUPPLIES CONTINUE DESPITE IMPROVEMENTS

A 1994 congressional hearing identified-an Instance‘where Medicare paid over
$15,000 worth of claims for a month’s supply of surgical dressings for one
patient.’ Since medical suppliers were permitted to-select the Medicare contrac-
tors that would process and pay their claims; some exploited this freedom by
“shopping” for contractors with the weakest controls and highest payment rates.
" Although Medicare has made improvements to- prevent contractor shopping, it
“needs to’establish better mternal controls and more: Strmgent payment proce- ¥

“dures. (HEHS-95-171) .

[
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IINVENTORY MANAGEMENT DOD Can Buip
ON PROGRESS IN USING BEST PRACTICES TO. ACHIEVE

SUBSTANTIAL SAVINGS

thle the Defense Logistics Agency (DLA) has taken steps to reduce consum-
able inventories, it could ‘do more to achieve substantlal savmgs “DLA Kas not
tested the more-innovative commercial practIces uséd by companies to reduce
inventories and costs. If DLA adopted these practices for hardware and person-
nel items, significant cost savings might result. Despite its successful efforts to
réduce pharmaceutlcal mventones at 150 military medical faCIIItIes, DLA still
has not achleved the same savmgs as c1v111an hospItals (NSIAD 95 142)
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W U5 JAPAN COOPERATIVE DEVELOPMENT:
PROGRESS ON THE FS-X PROGRAM:. ENHANCES JAPANESE
, AEROSPACE CAPABILITIES =

Japan’s FS-X fighter aircraft isa signiﬁeantly modified derivative of the U.S. Air -

Force’s F-16. It is planned as the replacement for.Japan’s aging, domestically
developed F-1 fighter. There are concetns about the transfer of U.S. technology
to ]apan through the FS-X program and about. whether the United States will
receive useful technologies in.return;. While no.one, currently knows what
benefits; if any, Japanese technologies will: provxde to the United States, the FS-
X program is strerigthening Japan’s aerospace industry and reducing its depen-
dence on U.S. suppliers for future mlhtary, and poss1bly commerc1al aircraft,
(NSIAD-95-145) : L

l B-2 BOMBER STATUS OF COST DEVELOPMENT, AND
PRODUCTION

After 14 years of development and evolvmg mission requxrements, 1ncludmg 6.
years of flight testing, the Air Force has yetto. demonstrate that the B-2 design.
will meet some of its most important mission requirements. Test progress has
been slower than planned, hampered by late delivery-of test aircraft, modlﬁca-
tions to correct problemis, software problems, changes to ‘the, B-2’s primary
mission, and other factors. Achieving acceptable radar signatures, the most

critical stealth feature, has been a problem. (NS‘IA_D -95-164) -

W TENNESSEE VALLEY AUTHORITY: FINANGIAL
PROBLEMS RAISE QUESTIONS ABOUT LONG-TERM
- VIABILITY e RO .

Although in the short run the Tennessee Valley Authonty (TVA) is protected
from competmon by legislation and its customer contracts, TVA will have to

-~ compete with other utilities in the long run.” Because of its heavy debt burden
and resultant high ﬁnancmg costs, TVA will lack'the flexibility to successfully
compete. To the extent that TVA cannot compete and i improve its ﬁnancxal
condition, the federal government will be at risk for some portlon of TVA’s'
debt. (AIMD/RCED-95-134)
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#INUCLEAR SAFETY: CONCERNS \X/ITH THE NUCLEAR
POWER REACTORS IN'CUBA o

.

B
Y
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Testimony of the Assistant Comptroller Geneml, Re;ources, Commumty, and
. Economic Development Division, Keith 0. Fultz

If Cuba’s nuclear power reactots become operatnonal a. number of concerns |
- must be addressed; includitig the quahty of the civil construction completed o
‘date; the lack-of a regulatory orgamzatlon, and-the adequacy of ¢ operator train- i
ing: In'the‘event of an-accident; the'containment structure could be breached !

- and radiation could be released: Air currents-could carry. radioactive materials to |
“theUnited: States, as far west: as"Texas and as far north as Washmgton, D. C |
(T RCED 95 236) ‘ -‘a"f" SRR ‘~"-“3-~"'-;~_‘;;i' Rt «

. NATIONAL PARKS DIFFICULT CI-IOICES NEED TO BE
MADE ABOUT THE FUTURE OF THE PARKS | A

|
|

L]
L

TET

_ There is cause for concern over the health of America’s natlonal parks These
parks; which setve more than 270 million visitors a year, contain‘many of the -
-country’s most-significant fiatural areas and historic sites; Balancing the dual
“missions of providing for'the public’s en;oyment and protecting the natural and

the ‘cultural reésources for future generations havelong shaped the debate about
how best to manage the national park system, (RCED-95-238): . .

W DEPARTMENT OF ENERGY: A FRAMEWORK FOR
RESTRUCTURING DOE AND ITs MISSIONS e

The Depattment of Energy’s (D.O'E) ongmal coté missions—to develop and test |
nuclear weapons, conduct basic energy research, and set national energy policy— [
are being replaced by major new challenges in environmental cleanup and the

_commercial applications of science. . DOE has begun to. modify its Cold War
orgamzatlonal structures. and progesses to meet newer responsxbllltles Each

_mission should be assessed, as a first step in reevaluatmg DOE, to determine if it
fulfills an mherently governmental role and what alternatives are avallable in the
federal government or private sector to accompllsh it most effectwely ;

(RCED-95-197)
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B RAILROAD SAFETY STATUS OF EFFORTS TO IMPROVE
RAILROAD CROSSING SAFETY e ¢

Accxdents at rallroad crossmgs are the leadmg cause of death assocnated wnth the
railroad industry. Since the Rail-Highway Crossing Program, also known as the
section 130 program, began in 1974, the federal government “has appropriated
neatly $5 billion to improve safety at railroad crossings. The Department of
Transportation has set a national goal of reducing rallroad crogsing. accidents and
fatalities by 50 percent by 2004; success will depend on’ close’ coordmauo’n;: with
the states and the rallroads (RCED-95—191) :

TR R TTTTIITRT
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l BLOCK GRANTS ISSUES IN' DESIGNING
ACCOUNTABILITY PROVISIONS | |

‘ Bmldmg accountabIIIty into the block grants'will be an important, but difficult,
task requlrmg trade-offs between. federal and state control over program fi-
nances, activities, and administration. Accountability provnswns will need to
 balance the potentially conflicting objectives of increasing state and local -
flexibility and attaining certain national objectives. There will need to be
safeguards to ensure that states are applying proper financial controls. And the
Congress will have to determine not only the level and the extent of national |
programmatic objectives but also the most-appropriate means to monitor and f'
oversee state progess. (AIMD—95-226) ‘

l USDA TELECOMMUNICATIONS BETTER
- MANAGEMENT AND NET\WORK PLANNING CouLD Save

MILLIONS

Each year, the Department of Agriculture (USDA) wastes millions of dollars of
its $100 million annual telecommunications budget by paying for unnecessary
~ services and leased equipment and paying commercial rates that are more than
. three times what they would be under the FTS 2000 program. USDA is not

" planning its future telecommunications networks to ensure that they can
support the Department’s information-sharing needs for the 21st century.

(AIMD-95-203)
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P DEFICIT REDUCTION: OPPORTUNITIES TO -
ADDRESS LONG- STANDING GOVERNMENT PERFORMANCE
ISSUES "

Testimony of t/)e Comptroller Geneml of tlye Umtea’ States, :
Charles A. Bowsher | -

-"As evidenced by congressronal and presxdentlal deﬁcnt reductxon proposals, the
question is not whether to balance.the budget, but when and how. . There'are
compelling reasons for reducing the deficit, including the aging of Amerrca s
population, which threatens to convert today’s fiscal commitments into : .-
unsustainable burdens that will undermine the future economic well -being of
the nation. GAO’s wotk shows that (1) there are advantages to targeting
budget cuts to those programs and operations that are ineffective or mefﬁcnent in

) achrevmg their goals, (2) major cost drivers should be addressed, and. (3) the'.

- government should develop and use fundamental management ‘tools and s systems

T T T T T S e T TR TR T

to better desrgn and evaluate programs; (T-OCG-95-6) = ' _ (—\ !
' i
EANKS’ SECURITIES ACTIVITIES OVERSIGHT
, DI}'FERS DEPENDING ON ACTIVITY AND REGULATOR L ’
: About 2,400 banks offered securities brokerage services to: therr customers in-, : -
-1994.":Of these, most (88 percent) provided the services through registered 3

broker-dealers, regulated by the Securities and Exchange Commission and the
National Association of Securities Dealers. The remaining 12 percent, 287 I
banks, provided direct brokerage services and were subject to oversight by federal ’

“bank regulatory bodies. Lack of comparable review: standards for these financial
institutions could result in‘ confused investors, amblguous sales, pracrice stan-
dards, and inconsistent oversight of sales reprcsentatlves (GGD—95—214)

WBANK RE-GULATORY STRUCTURE: CRNADA

~ This report examines bank regulatlon and supervision in Canada. The Office of
the Supermtendent of Financial Institutions (OSFI), estabhshed in 1987, is the

 primary supervisor of federal financial institutions. It administers the applica-
tion process for bank i mcorporatron, issues regulatrons and gurdelmes, conducts
on-site examinations, and takes enforcement actions. OSFI shares some supervi-
sory and resolution responsibilities with the Canada Deposit Insurance Corpora-
tion and, through various committees, with the Bank of Canada and the
Department of Finance. It also relies on the banks’ external auditors, who have
the responsibility to report to OSFI information that might affect the banks’
financial condition. (GGD-95-223)
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W HEALTH INSURANCE PORTABILITY: REFORM
Courp’ ENsURE CONTINUED COVERAGE FOR UP TO: 25
MILLION AMERICANS

Despite federal and state initiatives to lmprove the portablhty of health care -
coverage, many Americans, partxcularly those with costly health condluons, are )
concerned-that their health care coverage may be interrupted if they change jobs. |
GAO estimates that. up. to 25 million:workers:would-benefit from reforms-that |
would waive ° preexrstmg «conditions” and limit coverage waiting periods. The }
extent to'which insurers. would respond to these reforms with- mcreased premr— |
ums; however, is: uncertam (HEHS—95 257) e e

l COMBAT IDENTIFICATI@N SYSTEMS CHANGES
NEEDED IN'MANAGEMENT PLANS AND STRUCTURE o

The Army and the Navy have been pursuing cooperative 1dent1ﬁcatlon of friend -
or foe (IFF) question-and-answer systems to. reduce the occurrence of friendly -
fire 1nc1dents These systems, which could cost more ‘than $4 billion, are being"
‘pursued using different’technologies without fully considering cost and the way
in which they will be integrated. The procurement of systems that cannot be :
integrared, or at least.cost-cffectively integrated, may result in having to field-two -
or mote systems on: the same equlpment, potentlally ‘wasting millions of dollars

, (NSIAD 95 153)

l URANIUM ENRICI—IMENT PROCEss TO vang |
THE U.S. ENRICHMENT CORPORA’HON NEEDS TO BE L !

STRENGTHENED |

“If and when the U.S. Enrichment Corporation is prlvatlzed it will represent the
- largest and most important privatization transaction involving the U.S. govern- | |53

ment since the sale of Conrail in 1987. Many factors other than financial )
considerations will influence the privatization plan. - Federal decisionmakers will
‘need to consider the national security 1mphcatlons of the sale and decide whether
the govemment should be in the uranium enrichment business. They also need
to ensure that the taxpayers’ interests are fully protected throughout the ’
prlvatlzatlon process. (RCED 95- 245)
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OVERVIEW OF
OPERATIONS AND

,FINANCIAL

MANAGEMENT

T'his overview includes

a description of GAO and its mission,

a discussion of GAO’s performance measures,

" a'status report on efforts to downsize and consolidate operations and on recent
investments to increase productivity,

a summary of quality control efforts and a discussion of GAO’s external Audit
Advisory Committee,

B comments on GAO’s financial resources and results of operations,

I management’s assessment of internal controls, and

B adescription of the scope of the audit of GAO’s 1995 principal statements.

Immediately following the overview are GAO’s principal statements for fiscal years

1995 and 1994, GAO’s Audit Advnsory Committee’s report, and the independent
auditors’ report. © -

GAO AND ITS MISSYI”ON

The General Accounting Office was created to help ensure that taxpayers’ dollars

were wisely spent and not wasted.

GAO seeks to fulfill this mission by encouraging honest, efficient management and
full accountability throughour the federal government. It serves the public interest
by providing the Congtess, other policymakers, and the public with accurate infor-
mation, unbiased analysis, and objective recommendations on the use of public
resources.
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A commitment to quality is the single most important principle governing GAO’s
work. Also, GAO highly values its staff and the diversity and the skills they bring
to serve the Congress and the public. GAO staff concentrate on specific issues that
enable them to become hlghly knowledgeable about the agencies and programs they
audit. By maintaining expertise in key areas of interest, GAO can respond quickly
and comprehensively to requests from the Congtess.

About 73 percent of GAO’s work during fiscal year 1995 was done at the speciﬁc
request of the Congress. GAO is reqmred to do work requested by committee
chairs; as a matter of policy, GAO assigns equal status to requests from ranking
minority members. To the extent possible, GAO responds also to requests from
individual members. Finally, GAO undertakes assignments independently in

accordance with its basic legislative responsibilities.

" GAO’s audit work is managed through six audit divisions. The issues examined by
GAO span the breadth of national concerns, including health care costs, national
security, energy, the safety and the soundness of financial institutions, protection of
the environment, education, the space program, transportation, tax administration,
income security, disaster assistance, financial management and accountability, and
many others.

While audits and evaluarions are the most visible aspects of GAO’s work and absorb
the largest share of its resources, GAO has other important functions. GAO
prescribes accounting standards for the entire federal government in conjunction
with the Office of Management and Budget (OMB) and the Department of the
Treasury, evaluates accounting systems and controls used by executive agencies, and
issues generally accepted government auditing standards for all levels of government
entities, GAO also settles claims against the federal government when settlements
made by executive agencies are appealed. Finally, GAO issues legal decisions on
matters involving government revenues and expenditures, such as protests against
the award of federal government contracts.

GAOQO KEy PERFORMANCE MEASURES

GAO monitors performance with a view toward continuously improving its effi-
ciency, effectiveness, and services to the Congress. GAO’s key performance mea-
sures fall into two groups: (I) service to the Congress and results of GAO’s work, as
measured by financial benefis; overall product output; number of testimonies
delivered; and accomplishments, such as GAO recommendations implemented and
 corrective actions taken as a result of GAO audit findings, and (2) efficiency and
effectiveness of work processes, as measured by job cost and job duration.
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GAO is increasing productivity through increased use of technology and improve-
ments in its work processes. GAO’s job process reengineering effort will further

streamline job management processes and will lead to improvements and refine- E
ments in GAO’s performance measures. ' E

FINANCIAL BENEFITS

Financial Benefits - ' - Financial Benefits
by Year _ . by 5-Year Period
(Dollars in Billions) | (Dollars in Billions) ‘
195 = 119.8 ‘
15.8 ‘
14.5
82.8 &
| JL
35.1 i
1
199 1994 1 ' 1981- 1986 1991-
& 4 1995 1985 1990 1995
Fiscal Years 5-Year Periods

GAO recommendations and audit findings frequently contribute to significant
financial benefits to taxpayers. These include budget reductions, costs avoided,
appropriation deferrals, and revenue collections. Although financial benefits
fluctuate from year to year, GAO seeks to identify at least $10 billion in financial
benefits each year. In fiscal year 1995, GAO’s work contributed to legislative and
executive actions that resulted in nearly $16 billion in measurable financial benefits.
This represents a return of more than $35 for every dollar appropriated for GAO.
Between 1991 and 1995, financial benefits totaled nearly $120 billion, or about $55
for every dollar appropriated for GAO.

i
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PRODUCT OUTPUT PP B | '

In fiscal year 1995 GAO produced 1,322 audit and evaluation products, including
910 reports to the Congress and agency officials, 166 formal congressional brief- :
ings, and 246 congressional testimonies. This year’s productivity level represents a
6-percent increase over that for fiscal year 1994. Moreover, when GAO’s ¥
downsizing efforts are considered and its productivity calculated on the basis of
output per 100 staff years spent, the product volume for fiscal year 1995 represents
a 12-percent increase over that for fiscal year 1994.

i
Products Issued f“‘ Products Issued Testimonies
i per 100 Staff Delivered
Years Spent m
1895 o 1322 B 38
. 34 190
B
1993 1994 1995 1993 1994 1995 1993 1994 1995
Fiscal Years Fiscal Years Fiscal Years *
TESTIMONY

Responding to congressional requests for testimony is one of GAO’s most impor-
tant services. Although the number of testimonies fluctuates from year to year, a
significant increase in testimonies and the number of GAO witnesses since the mid-
1980s show that the Congress is seeking GAO’s expettise and input as major
legislative events are unfolding. In supporting the new Congress, 72 GAO wit-
nesses testified 246 times before 112 congressional committees and subcommittees
in fiscal year 1995. By companson, 42 GAO witnesses testified 117 times in fiscal
year 1985.

.
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AccoMPLl‘s'_HMENT,REBORTs AND RECOMMENDATIONS IMPLEMENTED

Many of GAO 's, recommendatxons and audit findings result in or contribute to
1mprovements in. the effectiveness and. the efficiency of government operations and
services, although their impact cannot always be quantified in monetary terms.
‘GAO. documents these i lmprovements with two performance measures.

B vl o

Flrst, GAO monitots corrective actions taken and program improvements made in

response to. éither.a GAO, recommendation or audit finding. GAO documented ‘
nearly 200 of these accomplishments in each of the past several years and more than [
200 in 1995. Accomplishments that result in financial benefits that GAO can |
~ quantify are excluded from the chart below because they are reflected in the “Finan- ‘
cial Beneﬁts performance m

\

|
Second, GAO follows up ¢ ecommendatxons to determine whether they have |

been 1mplemented If past exp ience is a good indication, about 70 percent of the -

in 1995 will be implemented within 4 years. The E*

- time needed to 1mplement GAO recommendations depends on the passage of i

: 1mplementmg Ieglslatlon, the pace at which agencies take corrective action, and the |

‘ scope of the corrective acnon recommended i

I
!
I
|
|
I
I
I
|

0 AL ; R B
1985 1986 1987 1988 1989 1990 1991 1992 1993 19% 1995
‘ Fiscal Years :
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"' DURATION kND"% C”OS‘Fﬁ'OFJOBé'r" e

- GAO's: record of accompllshment notwrthstandmg, GAO recogmzes that success
“réquires continuous improvement in quality while reducing the duration of jobs and
 their cost and ensuring timeliness. GAO’s workload has become larger and more:

;'techmmlly and analytically complex, even as budget and staff resources have become
more constrained. Nevertheless, the chart below illustrates that in the key dimen-

 sions of job length and. ,ob cost, 'GAO's performance improved in 1995, thus

: provndmg better serv:ce o the Congress

i A i 1

O m||c|a|j|m|c|[n|m||

Duratron‘of GAO S Cost of GAO Jobs
“oJobs. o o B (Dollars in Thousands,
(Months) a0 U Adjusted for Inflation)
4
o B4 . 1 BN 2
.2 187 ] 86 S ‘ 216
63

------

1993 1994 1995 1995 199 19
. Fiscal Years ’ v - Fiscal Years

= D Overall Average
e .MCdian .

The lengrh of GAO assngnments and thelr costs vary depending upon the data
‘collection and analysis needs of the Congress. The chart above shows the average
“and the median duration and cost of jobs. The median is the more important
indicator since it is most representative of the time and the cost of a typical assign-
ment. Also, as part of its job streamlining and reengineering initiative, GAO is
developmg a new measure to reflect timeliness in respondmg to congressional ‘
requirements and meeting on-time dehvery commitments. GAO will begin using

this measure in fiscal year 1996.
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DOWNSIZING AND - CONSOLIDATING GAO
VOPE‘RATI'ONS

N Smce ﬁscal year 1992 GAO has taken a humber of actions in response to the
' congressronal desire to reduce the legislative branch. In close cooperation with its
_oversight and approprlatlons committees, GAO has maintained a hiring freeze since
' .1992 managed a highly successful separatron incentive program in late 1993; and

N "restructured its field and overseas operations with the closure of offices in

‘Phlladelplna, Albany, lndranapolrs, San Antonio, Oklahoma City, Albuquerque,
‘Honolulu, and Frankfurt, Germany, during fiscal years 1994 and 1995. In

anticipation of further budget reductions in fiscal years 1996 and 1997, GAO began

) ftrmplementmg a three-phase plan to manage the additional downsizing effectively.

.Phase 1
" GAO offered separatron mcentrves t0 staff voluntarily leaving the agency by Sep-
tember 30 1995. A total of 418 employees retired or resigned under this authority.

"‘.l‘v"“‘ s

' Phase2 -
.+ GAO closed its Cmcmnatr, Detrort, and New York ofﬁces in November 1995,
fellmmatmg over 200 positions.. e

, B Phase 3
' Durmg fiscal year 1996 GAO will reduce its administrative, technical, and support

‘operatrons, mostly at headquarters ,

INVEST’MENTS TO INCREASE PRODUCTIVITY

" GAO has contmued to rmplement new technology and upgrade facilities to ensure

that its staff have modern equipment and working environments that will increase

productivity. For example; GAO 1mplemented a dara network in all GAO locations,
 providing to each staff member an array of powerful tools for performing assign-

., ments. GAO has also nnplemented the Data Collection and Analysis application
“on the new network to improve collaboration among assignment team members by
~ increasing their abrlrty to share information, reuse data, manage assignments, reduce

rework, and review products. Finally, GAO began the Job Process Reengineering

' initiative with the goals of reducmg the average time required to issue a product by
100 days, achrevmg measurable savings in staff time and job costs, and establishing
o contmual process for addmonal economy and efficiency gains.
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| _QUALITY CONTROLS

| Quality i is the hallmark of GAO s work. To ensure that GAO maintains a high
~ level of quality, management maintains a quality control program and seeks advice
) vand eva.luatlon from both mternal and external sources. .

- Through an mternal revrew program, ‘the Post Assignment Quality Review System,
GAO ensures that its quallty control policies and procedures are providing reason-

" able assuirance that its audit and evaluatron work conforms with applicable profes-

sronal requlrements, rncludmg government auditing standards.

’ _Thrs year, GAO took the first in a séries of planned steps to add an external compo-
’f‘"nent to its quality program. Iri September 1995, GAO contracted with KPMG Peat
Marwick LLP for an external quality control review of its financial audit work. This
effort is designed to determine the extent to which GAO’s financial audit work
~ meets. generally accepted auditing standards and is similar in desrgn and scope to
peer review programs establistied by large certified public accounting firms. GAO
plans to extend these external quality control reviews to economy and efficiency and
; ;performance audits, which will add another important dimension to GAO’s pro-
gram for ensurmg the quahty and the credibility of its work.

-+ GAO’s. Qua.hty Control Revrew Board also provides external perspectives and advice |

- on the effectiveness of GAO’s assessments of the quality of its audit and evaluation
work. The Board members meet and confer with the Comptroller General and

. provide advice on GAO’s products and future work. The Board consists of the
following distinguished individuals from outside GAO:

‘I ‘Elliot L. Richardson_;'(Chairman) is an attorney with Milbank, Tweed, Hadley & i

McCloy; former Secretary of Commerce; Defense; and Health, Education, and
. Welfare; former Attorney General; former Under Secretary of State; and former
e Ambassador—at-Large -

. | john C Burton isa cemﬁed public account (CPA) and the Arthur Young

: Professor of Accountmg at Columbia University; former Chief Accountant of the
Securities and Exchange Commission; and former Dean of the Graduate School
of Busmess at Columbra Umversrty

N David F. Linowes isa. CPA and the Boeschenstein Professor Emeritus and
~professor of polmcal economy and public policy at the University of Illinois.

. Formerly he served as Chairman of the President’s Commission on Privatization;
Chairman, Presidential Commission on the Nation’s Energy Resources; Chair-
man, Federal Privacy Protection Commission; and National Partner, Laventhol
& Horwath.
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B john Rhinelander is;an attorney with Shaw, Plttman, Potts, and Trowbridge;
+. former Under Secretary of Housing and Urban Development; and former Gen-
“ eral Counsel of the Department of Health, Education, and Welfare. He has also
held other legal positions, including adviser to the SALT I delegation, the De-
, partment of State, and the Secretary of the Navy .

Periodic congressronal oversrght is crucral to the effective operation of any agency,
-including GAO. In March 1995, the Senate Governmental Affairs Committee held
an oversrght hearmg on GAO’s operations. This provided an opportunity to discuss

the role and the. future drrectrov,__ 0f GAO and to exchange ideas on how GAO can

best serve the Congres . ;

",AUDIT ADVISORY COMMITTEE

" The Comptroller General establlshed an external group in 1992 to advise GAO on
its internal ﬁnancra] operations and controls The Audit Advisory Committee,

- which met three times during the year, discusses, reviews, and teports to the Comp-

troller General on the effectlveness of GAO’s (1) financial reporting and audit

- proeesses, (2) internal controls over ﬁ‘nancral operations, and (3) processes to ensure

- compliance with'selected | provisions'c of applicable laws and regulations that could

* significantly affect GAO's operarrons The Committee consists of three distin-
gulshed mdlvrduals ﬁ'om outsrde GAO

1 ‘Sheldon S. Cohen (Chalrman) isa CPA and an attorney with Morgan, Lewis &
" Bockius; former Commissioner and Chief Counsel of the Internal Revenue
Service; and Secretary and Trustee of the National Academy of Public Adminis-
tration. : :

1 'Alan B. Levénson'i 1s an’ attorney with Fulbrrght & ]aworskr and a former senior
’ ofﬁcnal at the Securmes and Exchange Commxssron

] Katherme D. Ortega isa CPA former Treasurer of the United States; former
Commissioner of the Copyright Royalty Tribunal; and former member of the
) Presrdent s Advrsory Commrttee on Small and Mmorxty Business.

FINANCIAL RESOURCES AND RESULTS OF OPERATIONS

The costs of operating GAO during fiscal years 1995 and 1994 were about $432
million and $429 million, respectively. More than 97 percent of its operations were
financed through appropriations from the Congress. The remainder came from
reimbursements from other government agencies, including reimbursements for
financial audits done by GAO. The percentage of operating expenses financed by
appropriations has been about the same for the last 5 years.
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During fiscal-year:1995,. éxpénses for'salaries and related benefits totaled $327

[ ‘million, or 76:percent of GAO’s: operating expenses. The remaining 24 percent

- llncluded travel, rent, utilities, automated data processing, and other items.

f.li S e

Managers Financial Integrr'

4+ structure, which‘includes controls over financial reportmg, is desrgned to provide

 teasonable assufanice that

1 obllgatlons and costs are in compllance with appllcable laws and regulatrons,
‘0 “funds; property, “dnd other dsse

acquisition, use, or drsposmon, and

. 1 _revenues and expendrtures applicable to GAO’s operations are properly recorded
-, -and; accounted for to enable GAO rto prepare accounts and reliable financial

. reports and mamtam accountabrhty over its assets.

S _; e

. GAO management assesses compllance with its controls through a series of compre-

henswe internal reviews, applying the evaluation criteria in OMB’s guidance
(Crrcular A-123, Internal Control Systems, and Circular A-127, Financial Manage-
. ment Systems) f for. lmplementmg FMFIA. The results of these reviews are discussed
with GAO’s Audrt Advisory Committee, and action is taken promptly to correct
deficiencies as they are identified. Tt should be noted that any internal control
-structure has inherent limitatjons, mcludmg the possibility of circumvention or
.overriding of controls -

GAO has assessed its internal control structure as of September 30, 1995, on the
. basis of criteria for effective internal controls in the federal government mentioned
- above. On the basrs of this assessment, GAO believes that it has an effective
" internal control structure in place as of September 30, 1995.

 GAO's independent auditors have been aked to provide

H an opinion on GAO?’s assertion on the internal control structure over financial
~ reporting and

W areport citing any material conﬂlcts between the more-comprehensive GAO

report on internal controls, dated December 15, 1995, voluntarily prepared

under FMFIA, and the results of their examination of GAO’s assertion.
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GAO’s 1\j9,9,,5f-;;1>mem STATEMENTS

The accompanymg prmc1pal statements summarize GAO’s financial position, show H
the cost of operations and the changes in net position during fiscal years 1995 and 3

- 1994, present all sngmﬁcant cash flows during the 2 fiscal years, and compare o oF
budgeted with actual expenses.. The basis of accounting used for the principal

...+ statements is described in the notes.to those statements. While GAO is not subject - t
. ko the Chief Fmanctal Ofﬁcers Act of 1990 or EMFIA, it is fully committed to the |
prmcnples and the ob)ecttves of both acts and has elected to comply with their

: requlrements IR

‘The audit of the statements was. pcrformed by the independent auditors KPMG |
Peat Marwick LLP. The mdependent auditors’ report on the principal statements, ‘
internal controls, and comphance w1th certain laws and regulations accompanies the l
principal statéments. = -

* Assistant Comptroller General for Operations

TR T

Comptrt)lier General of the United States

S

I
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PRINCIPAL
 STATEMENTS
U S GENERALACCOUNTING b’FFICE
| STATEMENTs OF FINANCIAL POSITION
' VAS OF SEPTEMBER 30 1995 AND 1994

|
i

Dallars i Thossands 1995 " 1994
" Assets’ R
. .Entlty Assets o PR
Funds with the U. S. Treasury $94,437 $68,819
Travel and other advances - 173 203
Accounts. receivable 4,104 - 7,410
' Supplles inventory - | 441 454 )
Property and equlpment, net 72,066 58,535 |
Totl entity assets 171,221 135421
Total Assets | $171,221 $135,421
- anbllmes _ Lo
‘ Liabilities Covered by Budgetary Resources :
',Salarles and benefits $23,379 $11,924
" Accounts payable 23,164 18,068
Employee travel 938 1,442
‘ Total lnabdmes covered by budgeta.ry resources 47,481 31,434
" Liabilities Not Covered by Budgetary Resources
Accrued annual leave 27,275 27,920
* Wiorkers compensati‘ou“' 10,509 10,714
‘Comptrollers’ General retirement plan 2,314 2,116
Capital leases 801 845
Severance pay 199 389
Total liabilities not covered by budgetary resources 41,098 41,984
Total Liabilities $88,579 $73,418
Net Position 82,642 62,003
Total Liabilities and Net Position - $171,221 -$135,421
The accompanying notes are an integral part of these statements.
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B
v _U S GENERAL ACCOUNTING OFFICE ]g
B STATEMENTS OF OPERATIONS AND CHANGES IN NET POSITION |
! . ‘_FOR FISCAL YEARS ENDED SEPTEMBER 30 1995 anD 1994 |
|
' 'Dolbm In Thowsands | i o o 1995 : 1994 |
MOperatmg Fxpenses by Progtam Area ) ' ' |
Rclauons, and Othcr Related Issucs - $91,926 $94,524
“Energy, Agnculmre, Envu'onment, Housing, . &
Transportation, and :‘Natural -Resources Issues 80,662 83,156 .
Financial Audlts, ‘Systems,” Informatlon Management _ )
and Technology Issues e 80,002 75,001 ’
Justice, Tax Policy; Financial Institutions, and \
General Management Issues. . - 72,185 ‘ 74,678 \
"Education and Employment, Health Care :
“and Income Security Issues o 61,165 58,417 L.
. ‘Legal Servxces - » L 26,919 ' 23,564 E:
tProgram Evaluatlon Methodology and Standards 8,001 ' 8,952
"o Special - Investigations and Invesugaclve Support: 6,948 6,633 [
Semor Management and Staff 3,700 3,932 . \
Total Operiting Expenses by Program Area 431,508 428,857 i
|

. - Revenues;and Financing Sources . . .

Appropriations expended ‘ 419,095 415,732
o Rents and 'reinlb,ursablo séryicgs - 13,255 11,346
Total Revenues and Financing Sources 432,350 427,078
>+ Appropriations Provided t6 Reduceé Unfunded Liabilities ‘
(Expenses to Be Funded by Future Appropriations) $842 $(1,779)
" “Net Position, Beginning of Flscal Year $62,003 ' $51,591
S Appropnatxons Provided to Reduce Unfunded Liabilities
" (Expenses to Be Funded by Future Appropriations) 842 (1,779)
Increase in Capitalized and Unexpended Appropriations 19,797 ‘ 12,191
Net Position; End of Fiscal Year : , $82,642 $62,003

The accompanying notes are an integral part of these statements.
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" Cash Used for Acquisition of Property and Equipment - (20,614)

. U.S. GENERAL ACCOUNTING OFFICE If'
STATEMENTS oF CasH FLows g
FOR FIscAL YEARS ENDED SEPTEMBER 30, 1995 aND 1994

: Da‘llais‘ ‘in Tlmu‘.mhdt‘ R : ) 1995 1994 |
.. Cash Used for Operatmg Actlvmes _ . |
Sala.rles and benefits.. . . .. . $(3l§,632) $(327,694) |
. ‘cht, pommunlcatlons, and utilides . N (30,829) (34,993) ,V
' Computcr and other ADP services ' ' ' - (17,598) (17,843) %
. Other.contractual services .- SEEE . (21,276) (17,523) F?
Travul' e R Rl o (13,195) (13,333)
Supplies and materials . (4,972) (3,726) |
External training =~ o ‘ (2,689) (2,233)
Printing’ and document oopymg ‘ (2,013) (1,896)
COmer i (484) (397) 73
Total Cash Used for Operatmg Actlvmes (409,688) (419,638) &
+ -, ‘Cash Provided by Rents and Relmbutsa.ble.Services. | 16,708 4,186
Nt Cash Used for Operating Activities ' $(392,980) $(415,452)

(20,225)

Cash Provided by Approuriadons; Net S - 439,212 427,979
‘-Ne,t Cash In’_r‘ovided‘(Used) Dvuring.- Fis_cal Year 25,618 (7,698)
‘ Funds VVith the u. S Treasury, Begmmng of Fiscal Year 68,819 76,517
Funds With the U, S Treasury, End of Fiscal Year $94,437 $68,819 §
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- "U.S:GENERAL ACCOUNTING OFFICE
- STATEMENTS OF CasH FLows: -
+4'(CONTINVED) o

" Reconciliation of Budgeta.ry Accrued Expendntures

:-to.Net Cash Used for Operat.mg Act.lvmes

. Dollasin T;,mam f f | , 1995 1994
" Baageic;r‘y‘A’ccfaea *Egpeﬁaﬁnres s $(432,977) $(429,063)
Net Effect of Capitalizing Nssets i in the ,
Principal’ Statemients Which are Recognized
as Accrued’ Expendltures for Budgetary Purposes ‘ 13,882 - 13,331
. Appropnatlons Expended - - ~ (419,095) - (415,732)
Apptopnatlons Provnded to Reduce Unfunded Liabilities
__(Expenses to Be Funded by Future Appeopnatlons) - 842 . (1,779)
O S E e T - (418,253) (417,511)
’ ”.‘,v‘i'.Ad;ustments to Reconcile to Net Cash Used for
' ‘0perat1ng Activities:
: .Decrease (mcrease) in’ advances and receivables 3,336 - (4,128)
Decrease in supphes mventory : ' 13 36
‘ Increase (decrease) in habllmes covered by ‘
budgetary resources” - .- L 16,047 (2,486)
Depreciation e L - 10,664 13,017
Property and equipment accrual adjustment (3,611) (5,711)
. Other adjustments. . o ' : (l,'l76) 1,331
' Net Cash Used for Operatmg Activities $(392,980) ' $(415,452)
The 'aiccompanymg notes are an mtegral part of these statements.
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1.8, GENERAL'ACCOUNTING OFFICE
STATEMENTS OF BUDGET AND ACTUAL EXPENSES
'FOR FiscaL YEARs ENDED SEPTEMBER 30, 1995 AND 1994

Dallars in Tlmusandr R _ 1995 o 1994

.,.Cun'cnt Year Approprnanons R | $440,743 $430,165
Plus Un_oblx_gated approprlanons avaulablc

* from pnor fiscal year = - 14,478 6,522

Plus: . Rents and rclmbursable services ' 13,255 11,34_6

Total Budgetary Resources Made Avallablc $468,476 $448,033

[ Less Budget obllgauons mcurred 452,862 431,369

Lcs_s +Lapsed ‘budget au;hon;y e , _ ‘1,531 . 2,186

Total Unobligated Appropriations - $14,083 $14,478

e .‘Budgef R’econcﬂiaﬁanf s -

P Toul Operating Bxpenses $431,508 $428,857° E

- Less: ‘.;,Unfunded expenses. which, are recognized e
"7 " "in the principal statements but not in » ]
budgetary accrued expenditures (842) 1,779

“'Plus: * - Net effect of capitalizing assets in the
.principal statements which are recognized
as accrued expendntures for budgetary

purposés © T 13,882 13,331
- Plus: - Net increase (decrease) in unllquldatcd o T
obligations SRR . 6,63»0 (9,040)
: ‘Tota.l Budget Obligations Incurred $452,862 $431,369 _
Less: . Rents and renmbursablc services 13,255 , 11,346
Less:  Net increase (decreasc) in unhquxdatcd
o obhgatlons » 6,630 (9,040)
R Total Budgeta.ry Accrued Expendltures - - $432,977 $429,063

The accompanying notes are an integral part of these statements.
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NOTES TO

PRINCIPAL STATEMENTS

- Note 1."Summary of Significant Accounting Policies

Reportngntlty o

operations, slgmﬁcant cash flows, and budget and actual expenses of the United

. States General Accountmg Office (GAO) an agency of the legislative branch of the

federal government. The financial activity presented relates primarily to the execu-

“tion of GAO’s congressnonally approved budget. GAO’s budget consists of an

annual appropriation covering salaries and expenses and a building expenditure
fund. "The principal statements do riot include the effects of centrally administered
assets and liabilities related to the federal government as a whole, such as borrowing,
which may in partbe at'triB‘Utable'to GAO. -

o Bas1s of Accountmg and Prescntatlon

Under the authorlty of the Chief Financial Officers (CFO) Act of 1990, GAO

. participated with the Office of Management and Budget (OMB) and the Depart-

ment of the Treasury in the establishment of the Federal Accounting Standards

B .Advnsory Board (FASAB). 'FASAB’s purpose is to consider and recommend ac-
~ counting prmcxples, stahdards, and requirements to GAO, Treasury and OMB.
~ The Comptroller General, the Secretary of the Treasury, and the Director of OMB

(the three principals of FASAB) decide upon new principles, standards, and require-
ments after considering FASAB’s fecommendations. The resulting standards are
concurrently issued by GAO and OMB. Pending issuance of a sufficiently compre-
hensive set of accounting standatds, and in accordance with interim guidance agreed
‘to by the three principals, GAO prepared its principal statements based upon the

; followmg hlerarchy of accountmg pr1nc1ples and standards :

"B the accountmg prmc1ples, standards, and requirements approved by the three

' prmctpals, _

B form and content reqdiféménts for financial statements included in OMB
‘Bulletin 94-01 (Form and Content of Agency Financial Statements); and

B the accounting principles and standards included in title 2 of GAO’s Policy and
Procedures Manual for Guidance of Federal Agencies.
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These principles differ from budgetary, reporting principles. The differences relate
principally to the capitalization and depreciation of property and equlpment, as well
as the recognition’of other lorig-term assets and liabilities in the accompanying
principal statements. Also, for purposes of the principal statements, budgetary

~ approptiations are realized as a financing source as accrued expenses are recognized.

FdsW‘thth Us. Teasry "

o GAO s recelpts and dlsbursements are processed by the U.S. Treasury. Funds with
the U.S. Treasury répreserit appropnated funds available to pay current liabilities
. and to ﬁnance authonzed purchase commitments.

~Accounts Reeei.vab,,le_v. R

GAO’s accounts receivable are due principally from federal government corporations
and other federal agencies for audit and other reimbursable services.

Property and Equipment

"GAO’s: headquarters bulldlng in Washmgton, D.C. was capitalized at its deprecr—
ated value at the tnne of transfer from the General Services Administration on

October 28, 1988 Itis deprecnated by GAO on a straight-line basis over 25 years.

Other property and equlpment costmg mote than $5,000 is capltahzed at cost.
‘Bulk purchases of lesser-value i items that aggregate more than $100,000 are also
capitalized at cost. These assets are deprecnated on a straight-line basis over the
estimated useful life of the property, ranging from 2 to 20 years. Effective in fiscal

. year 1995, GAQ revised its depreciation period on building improvements from 5
yeats to 10 years so that the depreciation period of these improvements would more
closely reflect the remaining useful life of the burldmg itself. This change is treated
prospectively, decreasing depreciation expense in the current fiscal year by
$5,284,000.
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' Liabilities~ " -

“ anblhtles 5?ep;\eséxjt the amountsthatare likely to be pai.d by GAO as a result of ?
transactions that have already oceurred; however, no liability is paid by GAO absent f
- an appropriation. Liabilities for which an appropriation has not been enacted are ‘
therefore classified as liabilities not covered by budgetary resources. It is not certain |
 that appropriations will be enacted to fund these liabilities. GAO’s accounts \
payable are due principally to non-federal government entities. ’
Annual Leave, Sick and Other Leave !

‘Annual leave is accrued as it is earned, and the accrual is reduced as leave is taken.
The accrued leave liability is principally long-term in nature. Sick leave and other
types of leave are expensed as leave is taken.

Confingencie,s L

GAO has certain claims. and lawsuits pending against it. When claims are expected
to result in payments, and the payment amounts can be reasonably estimated,
-appropriate provision:is;included in the accompanying principal statements. In the
. opinion of management and legal counsel, the resolution of other claims and
lawsuits will not materially affect the financial position or operations of GAO.
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Note 2. Property and Equlpment, Net

- The composmon of property and equxpment as of September 30 1995, is as

. ‘follows

. Dol Thoward
Classes of Property - ‘ ; Acquisition  Accumulated Net Book
and Equipment Value . Depreciation Value
Building - $15,664 - $4,386 $11,278 | -
Land B L L191 - 1,191 3
Buxldmg unprovements e 50,431 _ .- 23,775 26,656 1
_ Computer and other equlpment, :
and ADP software 47,699 17,248
Leasehold improvements = 6,509 5,469
Assets under capital lease | 2,876 1,426
“Total Property and Equlpment $124,370 . $52,304

The composmon of property and equlpment as of September 30, 1994, is as

follows

Dollars in Thousands

Classes of Property Acquisition  Accumulated Net Book
.and Equipment " Value Depreciation Value
Building $15,664 $3,759 $11,905
Land 1,191 — L19
Building improvements 38,059 20,405 17,65
Computer and ‘other equipment, _ »

and ADP software ‘ 40,047 15,007 25,04
Leasehold improvements . 6,200 4915 1,28
Assets under capital lease 3,021 1,561 1,460
Total Property and Equipment $104,182 $45,647 $58,535 i
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Note 3 Net Posmon

_GAO’s operatrons dot not rcqurre permanent capital and are not expected to generate
~an operatrng surplus or deﬁcrt ‘The composition of GAO’s net position is as
) follo'WS L T T '

‘_.Dal:[;rsv-in:Tl)awandtv‘- o 1995 1994

Capltahzed assets, net of capltal lease lrabrllty $71,706 $58,144
Unliquidated obligations =~ 37,150 . 30,520
Unobligated appropriations I 14,083 14,478
Future appropriations-.needed SNt (40,297) (41,139)

Net Position B P $82,642 $62,003

The increase in capitalized assets from fiscal year 1994 1o 1995 of $13,562,000
resulted :primarily from purchases of computers, other equipment, and building

- improvements less depreciation. . Unquurdatecl obligations represent purchase
commitments.

Future approprratrons needed represent aggregate amounts of congressronally
authorized long-term liabilities (annual leave, workers compensation, retirement
benefits for Comptrollers General; and severance pay) that are expected to be funded
by future years appropriations.
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Note 4. Operating Expenses |

. ‘Expenses mcurred in the Statements of Operations and Changes in Net Position

are classified and reported by n major type of program. Expenses incurred by GAO’s
field offices have been allocated to program areas based on direct staff days used to -

$431,508

© - Total Operating Expenses

NoOTES TO" PRINGIPAL ‘STATEMENTS '

T

support each progtam Mission support expenses have been allocated to program
‘areas based on'staff year usage. Operatmg expenses by object classification are ;
shown in the followmg schedule ' P
Dollers in Thomande 1995 1954 r%
v Object Clnssiﬁcaﬂon .
Salaries and beneﬁts . $327,451 $330,084
External trammg 2,584 2,375
Travel .. o ‘ 12,382 13,291 |
b Rent,‘-comtnunications, and utilities . 29,280 30,249
%' Computer anid other ADP:services 17,750 17,466
Other contract services = . 23,491 16,503 5
Suppltes and materials 5,003 3,315 |
Printing. and document copymg 1,914 1,796
‘ .’Depreaatlon :, o 10,664 13,017 j
Other - . . .. 989 761 |
$428,857




i :Notie 5 : 'B_gdget” end Actua]:~-E#pe;ises

The Statements of Budget-and Actual Expenses compare total actual expenses of all

‘ programs with budget authority for such programs. Since GAO’s program designa-

, “tion in the Statement of Operatlons and Changes in Net Position is more detailed
_ than its budget account (GAO has only one budget account), it is not meaningful
.10 allocate budget resources and oblxgatxons on the same basis as its programs
These amounts are shown in total.

The statements also provxde a reconcnl iation of the actual expenses incurred on the -
. accrual basis to budget obligations and budgetary accrued expenditures. This
reconciliation is presented to facilitate an understanding of the relationship and

differences berween mformatlon presented in the principal statements and budgetary

information.

Note 6. Leases
Opereeiﬁg Leases - h

GAO leases office space from the General Services Administration and the Depart-

- ment of State and has entered into various other operating leases for office commu-
nication and ADP equipment. Generally, leases are cancelable by either party
without penalty, upon 120 days netice. Lease costs for office space and equipment

for fiscal years 1995 and 1994 amounted to approxnmately $21,900,000 and
$23,300,000, respectively. GAO’s estimated future mmxmum lease-payments are as
follows: - -
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Dollars in Thousands - = "

-"'Fiscal. Year end September 30 TR ' Total
G o $19,642
1997 10,743 |
1998 6,257 |
1999 ) T L _ 4,565 |
2000 R . 4,022 :
Thereafter ' ' ' 11,998 .
Total Estxmated Future Lease Payments : ‘ - $57,227 ﬁ
| " Capital Leases
GAO has entered into several noncancelable capitél leases under which the owner-
Shlp of the equipment covered under the leases transfers to GAO when the leases

expire. When GAO enters into these leases, the present value of the future lease
payments is capitalized and recorded as a liability.
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Note 7. Retirement and Other Benefits

- All permanent employees participate in the contributory Civil Service Retirement
‘System: (CSRS) or the Federal Employees Retirement System (FERS), which became
~effective January 1, 1987.: Temporary employees and employees participating in
- FERS are covered under the Federal Insurance Contributions Act (FICA). GAO

- makés matching:contributions to the CSRS, FERS, and FICA and matches em-
-ployee contributions to the thrift savings component of FERS up to 5 percent of

basic pay but has no liability for future payments to employees under these pro-
grams.” GAO’s costs for employee rétirement programs during fiscal years 1995 and
1994 were approximately $36,495,000 and $37,166,000, respectively. In addition,

- all permanent employees are eligible to participate in the contributory Federal '
'Employees Health Benefit Program (FEHBP) and may continue to participate after

. retirement. GAO: makes- matching contributions to the FEHBP for active employ-

. ees but is not responsible for any contributions on behalf of retirees. GAO’s costs

-~ associated with its employee health benefit programs during fiscal years 1995 and-
1994 amounted to approximately $10,314,000 and $11,031,000, respectively.

- Comptrollers General and their surviving beneficiaries who qualify and so elect to |
participate are paid retirement benefits by GAO under a sepatrate retirement plan.
These benefits are funded from current year appropriations. Since GAO is respon-
sible for future payments under this plan, the estimated present value of accumu-

lated plan benefits is recorded as an unfunded liability. The estimated present value
of accumulated plan benefits was $2,314,000 as of September 30, 1995, and
$2,116,000 as of September 30, 1994, based on a discount rate of 7.5 percent and
the 1983 Group Annuity Mortality Table.
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S Note:8. Workers Compensation.

* . The Federal Employees’ Compensation Act (FECA) provides income and medical

. cost protection. to.coveréd federal civilian employees injured on the job, employees

-+ who haveincurred a work-related occupational disease and beneficiaries of employ-

vees whose death is attributable to:a job-related injury or occupational disease.

++‘Claims incurred for benefits for. GAO. employees under FECA are administered by

-the Department of Labor (DOL) and are ultimately paid by GAO.

B GAO recorded an esnmated llablllty for claims incurred as of September 30, 1995

- and 1994 and expected to-be paid in future periods. The estimated liability for such

claims was calculated usmg historical payment data to project future costs. GAO
prepared this estimate-using an actuarially based statistical model developed by

'DOL and modified for use by GAO:" The total liability also includes amounts paid |

. to claimants by: DOL as of September:30, 1995 and 1994 of $1,948,000 and
-$1,807,000, respectively; but not yet reimbursed to DOL by GAO.

i
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' Note 9. Trust and Other Governmentwide Functions (Unaudited)

- 5:GAQ is responsible foradministering two trust functions for the federal govern-
- 'ment:: (1) Davis-Bacon Act receipts:and payments and (2) assets of Ameticans who
'+ die-abroad.- GAO is-accountable to the Congress and the public for the proper
administration-of the:assets held in the trusts. Trust assets under administration by
“ GAO aggregated approximately'$5,904,000 on September 30, 1995. These assets
- are not the assets.of GAQ.or the federal government and are held for distribution to
- appropriate claimants. - During fiscal year 1995, receipts and disbursements in these

o “funds amounted to $1,659,000 and $3,544,000, respectively. Since these trust

- .assets and related liabilitiés are not assets and liabilities of GAO, they are not
“ ‘included-in thé:accompanying. prmcnpal statements.

In‘addition to the trust activities, GAO is also responsible for authorizing the
payment of certain adjudicated and-administratively settled claims against the federal
government from a special appropriation maintained by the U.S. Treasury. During
fiscal years 1995 and 1994, GAO authorized approximately $1,133,300,000 and
$568,200,000, respectively, in claims for payment from this special appropriation.
Since these payments do not relate to GAO’s operations, they are not included in
the accompanying principal statements. '
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... Note 10. Downsizing.and Consolidation of GAO Operations

_ GAO hasimplemented a-plan-to manage the downsizing of GAO. A separation
« . incentive program:was offered: from July 27 through September 30, 1995. Under
* this program a total of 418 employees ‘retired or resigned and were paid approxi-
mately $12, 500 ;0004n: mcentxves it

St

On November 10 1995 the New York Detroir and Cincinnati field offices were -
+alsoclosed as part of the downsizing plan. Employees from these offices were not
" permitted to:relocate-to other. GAO offices. Separation costs amounting to approxi-
- mately $4; 000;000 for 135 employees terminated as a result of these field office
. closings will be paid during fiscal years 1996 and 1997.

Lo |

n .
2 LT
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AupIT ADVISORY |
COMMITTEE s REPORT

‘In 1992 the Audlt Adv ory Commlttee was established to advise the Comptroller
General on the U.S. General Accounting Office’s (GAO) financial operations. As
part of that responsibility, the Committee has been discussing GAO’s external
financial audit coverage and discussing with GAO management and the internal and
external auditors the effectiveness of GAO’s internal controls over financial opera-
tions and its compliance with selected. _provisions of applicable laws and regulations.

" The Committee has also been reviewing the findings of the internal and external

auditors and, dlscussmg GAQ’s responses to those findings to ensure that GAO’s
corrective action plans include appropriate and tlmely follow-up measures. In
- ~addition, the Committee has been involved in reviewing and commenting on drafts

Coof GAQ’s annual report, including the principal statements. The Committee met
- thiee tifries ‘during both fiscal years 1994 and 1995, including sessions with the

Comptroller General and with GAO’s external auditors. On occasion, the Commit-
tee also met w1th the external auditors without GAO management being present.

Sheldon S. Cohen -
Chairman "
_Audlt Advxsory Commlttee
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INDEPENDENT AUDITORS’

REPORT

' C1 2001 M Street, NW: o
** Washington, DC'20036" "

m PQQt_Mar.yyig:k LLP

" Comptroller General ofthe Unied States:

' We have audited.the General Accountinig Office’s Principal Statements, referred to below, as of
and for the years ended September 30, 1995 and 1994, and have examined management's

. . assertion, included in the accompanying management report on internal controls, that the General

- Accounting Office has an effective, internal control structure over financial reporting in place as of
_September30,1995.. " © :

Inouopimion: .
* o The 1995 and 1994 Principal Statements are presented fairly, in all material respects; and
"'« Managements assertion that the General Accounting Office has an effective internal control
.. . structure over financial reporting in place as of September 30, 1995 is fairly stated, in all
. material respects, based upon criteria established under the Federal Managers

. Integrity Act of 1982, and the Office of Management and Budget Bulletin A-123, Infernal
. Control Systems. . . . :

We found:

s No material conflicts with.tl;e General Accounting Office's report on internal controls dated
December 15,1995, voluntarily ptepared under the- Federal Managers' Financial Integrity

" Actof1982;and
s No i%smnceﬁ' of non-compliance with selected provisions of applicable laws and regulations
T ‘
" Bich of these conclusions is discussed in more detail below. ‘This report also discusses the scope
;of gur work. . ‘
In our opinion, the accompanyinig 1995 and 1994 Principal Statements including the notes thereto
on pages 64 through 80 present fairly, in all material respects, the General Accounting Office's:

financial position as of September 30, 1995 and 1994;
results of operations and changes in net position;

cash flows; and

budget and actual expenses for the years then ended,

on the basis of accounting described in Note 1 to the Principal Statements.

.lll e Fom .
Kiynveld Peat Marwick Gosrdaler
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As described in Note- 1, the ‘General Accounting Office’ prepares its Principal Statements in
conformity with the tnerarchy of accounting principles and standards approved by the principals of
the Federal Accounting. Standards Advisory Board. This hierarchy is a comprehenswe basis of

_ accoum.mg other than generally accepted accountmg principles.

: , i .

D!ER_EINANSIAL_RELQRIIN.G
We have examined management's assemon, included in the accompanying management report on
internal controls, that the General Accounting Office has an effective internal control structure over

. financial reporting in place as of September 30, 1995. These internal controls are designed by
" management to provide reasonable, but not absolute assurance that the following objectives are

met; _
e "'obligé'tidns and costs are-in compliance with applicable laws and regulations;

* funds, ‘property ‘and other assets are safeguarded against loss from wnauthorized
. acquisition, use, or disposition; and

L revenué and expenditures apphcable to the General Accounting Office’s operations are

" “properly ‘recorded-‘and “accounted for to enable General Accounting Office to -prepare
accounts dnd reliable financial reports and to maintain accountability over its assets.

In our opinion, managements assertion that the General Accounting Office has an effecuve internal
. control structure over financial reporting in place as of September 30, 1995 is fairly stated, in all
‘material respects, based upon criteria established under the Federal Managers Financial Integnty

Act of 1982, and the ‘Office of Management and Budget Bulletin A-123, Internal Control Systems,
ingofar as_the' objectives stated above pertain to' the prevention or detection of etrors and

o megulannes in amotints that would be material to the financial statements. In addition, we found
- no material conflicts between the results of our examination and the General Accounting Office's

report on internal .controls dated December 15, 1995 voluntarily prepared under the Federal
Managers "Financial Imegmy Act of 1982

COMPLIANCE WITH LAWS AND REGULATIONS

'As part of obtaining reasonable assurance about whether the Principal Statements are free of

material misstaternent, we performed tests of the General Accounting Office’s compliance with
selected provisions of laws and regulations. However, the objective of our audit of the Principal
Statements, including’ our tests o comphance with selected provisions of applicable laws and
regulations, was_not to ‘provide an oprmon on overall compliance with such provisions.

. Accordmgly, we do not express such an opmmn

The results of our tésts disclosed no mstances of non-compliance that are required to be reported

) herein under Government Auditing Standards.

- 'This conclusron with respect to our tests of compliance with selected provisions of applicable laws

and regulations is mtended solely for the information of Congress and the General Accounting
Office’s management, -

INDEPENDENT AUDITORS’ REPORT
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: Managéxr;éht has the resﬁqﬁs{biiity for:

« " preparing the Principal ‘Statements in conformity with the comprehénsive basis of
accounting described in Note:1 to the Principal Statements; -

7™ establishing and maintaining an effective internal control structure; and

/% complying with applicable laws and regulations.

. Further, management has elected to comply with all of the relevant provisions of the Federal

" Managers’ Financial Integrity Act of 1982.

Our responsibility is to express opinions on the Principal Statements and management's assertion .

that the General Accounting Office has an effective intemnal control structure over financial
reporting based on- our audits and examination, respectively. Accordingly, we planned and

. performed. the, audits. and examination to-obtain reasonable assurance about whether (1) the

" Principal Statemients. ar¢ free of material misstaternent and presented fairly in accordance with the
basis of accounting describéd in Note 1 to the Principal Statements, and (2) the management's
assertion. that the General Accounting Office has an effective internal control structure over
financial réporting in place as of September 30, 1995 is fairly stated, in all material respects, based
upon criteria established: under the Federal Managers® Financial Integrity Act of 1982, and the
Officé of Management and Budget Bulletin A-123, Internal Control Systems. We are also
responsible for testing compliance with selected provisions of applicable laws and regulations that
may materially affect the Principal Statements. )

o In 6‘1fde‘r"/tp __fg‘lyﬁllithé"sé ieéﬁoris’}pilities, we

K exaimined, on a'test ba’s_‘is'; evidence supporting the amounts and disclosures in the Principal

Stat;mehts; SRS
S "as{s’éls's,cv:d- the 'ﬁccclmntin;g.'x‘srinciples used and significant estimates made by management;
. ‘évaiuatec.i the overall bfésentalion of,: the. Principal Statements;
-+ v obtained an understanding of the internal control structure over financial reporting;

¢ “tested:and-evaluated the design and operating effectiveness of relevant internal controls over
significant cycles; classes of transactions, and account balances; .

e tested co‘mpliancé with selected provisions of the following laws and regulations that may
. materially affect the Principal Statements:

Anti-deficiency Act;
‘Fair Labor-Standards Act;
Civil-Service Retirement Act;
General Accounting Office Personnel Act of 1980;
. Federal Employees’ Compensation Act;
- Federal Employees' Health Benefits Act of 1959; and
Federal Employees' Group Life Insurance Act of 1980.

+ performed other procedures as we considered necessary in the circumstances; and
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. compared, at management's request the General Accounting Office's most recent Federal
- Managers’ Financial Integrity Act of 1982 report on internal controls dated December 15,
1995, with the results of our examination of management's assertion, included in the
accompanying management report on internal controls, that the General Accounting Office
hgs allél) gt;)fecnve internal control structure over financial reporung in place as of September

We did not evaluate the internal controls relevant to operating objectives as broadly defined by the
Federal Managers® Financial Integrity Act of 1982, such as those controls relevant to ensuring

efficient operations. We limited our work to accounnng and other controls necessary to achieve the -

objecuves identified in our opinion on management’s assertion on the internal control structure

over financial reporting. Because of inherent limitations in any -internal control structure, errors or

irregularities may nevertheless occur and not be detected. We also caution that projecting the

results of our examination to future periods is subject to the risk that controls may become

anadequate because of changes in conditions or that the degree of compliance with controls may
eteriorate.

Our audits were conducted in accordance with: generally accepted auditing standards; Government
Auditing Standards, as issued by the Comptroller General of the United States; and OMB Bulletin
93-06, Audit Requirements for Federal Financial Statemenss. Our examination of management's
assertion, included in the accompanying management report on internal controls, that the General
Accounting Office has an effective internal control structure over financial reporting in place as of
September 30, 1995, was conducted in accordance with standards established by the American
Institute of Certified Public Accountants. We believe that our audits and examination provide a
reasonable basis for our opinions.

Consistency of Other Information, The Overview of Operations and Financial Management

- and other supplemental information in A Message from the Comptroller General and in Highlights

of General Accounting Office Reports and Testimony contain a wide range of data, some of which
is not directly related to the Principal Statements. Professional standards require the auditor to read
this information and consider whether such information, or the manner .of its presentation, is
materially inconsistent with the information, or the manner of its presentation, appearing in the
Principal Statements. .If based on such reading the auditor concludes that there is a material
inconsistency, the auditor should determine whether the Principal Statements, the report, or the
other information require revision.

KPME Pt Mol cer

December 15, 1995
Washington, D.C.

- —rm
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