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COMPTROLLER GENERAL ‘S 
REPORT TO THE CONGRESS 

NEED TO DETERMINE THE MOST ECONOMICAL METHOD 
FOR OBTAINING MAINTENANCE AND REPAIR OF OFFICE 
MACHINES 
Veterans Admlnlstratlon B-160419 

DIGEST e-m--- 

WHY THE REVIEW WAS MADE 

Veterans Admlnlstratlon (VA) stations obtain office machine services un- 
der contracts providing for service in one of two ways Under a per-call 
contract, machines usually are serviced at the VA station, as required, 
at an hourly service charge Under an annual maintenance contract, ma- 
chines are kept in operating condltlon through perlodlc maintenance, plus 
repair service as required, at a fixed annual fee 

In 1967, the General Accounting Office (GAO) reported1 that, although 
Government and independent studies Indicated that the per-call method was 
the least expensive method of obtaining maintenance and repair services 
for office machines, 80 percent of maintenance and repair costs for Gov- 
ernment office machines in fiscal year 1965 were for the more costly an- 
nual maintenance contracts. 

On the basis of a draft of that report, the General Services Administra- 
tion (GSA) revised the Federal Property Management Regulations in Novem- 
ber 1966, which provided that the method for obtaining office machine 
services be determined after a comparison of costs and after conslder- 
ation of related factors. 

During fiscal year 1969, VA's 225 field stations had about 62,000 office 
machlnes 

GAO reviewed VA pollcles, procedures , and practices to determine whether 
the most economical method of obtaining office machine services, based 
on a comparison of the costs and advantages and disadvantages of each 
method, was being used 

1 
"Savings Available through Expanded Use of Regional Contracts for the 
Repair and Maintenance of Selected Office Machines, General Services 
Admlnlstratlon" (B-160419, February 23, 1967) 



FINDINGS AND CONCLUSIONS 

In 1966, VA told its field stations that Its study at 22 stations showed 
a definite potential for savings If office machines were serviced on a 
per-call basis rather than under annual maintenance contracts (See 
P 7) 

VA suggested, but did not require, 
1 

that individual statlons review their 
methods of servicing office machlnes VA's Central Offlce did not follow 
up to see whether stations complled with Its suggested actjon or with 
GSA's revised Federal Property Management Regulations (See w 7 , 
and 8 ) 

During Its review at 13 VA statlons, GAO found that, where off-rce machines 
were serviced under annual maintenance contracts, statlon offlclals had 
not studied cost and use factors In determlnlng the service method to be 
used About 1,642, or 59 percent, of the electric typewrlters, dlctattng 
machines, calculating machlnes, and addlng machlnes at these stations were 
serviced under annual maintenance contracts (See pp 7 and 9 ) 

GAO estimated that savings of about 67 percent of the annual malnte- 
nance costs, or about $38,000, could have been realtzed had the 1,642 
machines at the 13 stations been serviced on a per-call basis. (See 
pp 7 and 9 ) 

VA stations were obtaining services under annual maintenance contracts 
for 17,356 of their office machines in fiscal year 1969 at an estl- 
mated cost of about $600,000. GAO estimated that, if the same condl- 
tlons GAO found at the 13 stations exist at VA's other field stations, 
VA could achieve savings of as much as $400,000 annually if the per-call 
method had been used for all office machines serviced under annual 
maintenance contracts In fiscal year 1969. (See pp. 7 and 10.) 

Moreover3 because expenditures under annual maintenance contracts in 
fiscal year 1969 by all Federal agencies were $8 4 million, GAO believes 
that there exists a slgnlf7cant potent-ral for savings Government-wide 
through greater use of the per-call method for obtaining maintenance 
and repalr services (Se@ pp 7 and 20 ) 

Although GAO's compartsons showed that the average service cost under the 
annual maintenance contracts was substantially higher than the average 
service cost under the per-call contracts, neither method should be 
adopted without comparison studies GAO found for certain machines that ' 
per-call costs were higher than the costs that would have been Incurred 
had the machines been serviced under annual maintenance contracts. Be- 
cause of variables in machines, usage, and quality of services offered, 
a single method of obtalnlng maintenance and repair services for a17 ma- 
chines may not be appropplate. (See pp. 8 and 9 ) 

GAO Inquired of three other Federal agencies concerning their methods of 
servicing office machines Headquarters officials at two of these agen- 
cies told GAO that (1) no studies had been made to determine the most 
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economical method of obtalnlng maintenance and repair services and that 
(2) their internal audit groups had not revlewed the methods of obtaln- 
lng the services. Headquarters offlclals at the third agency said that 
its 1968 study at selected field stations showed that service under per- 
call contracts was more economical than under annual maintenance con- 
tracts and that its internal audit group was conslderlng beginning a 
review of the methods for obtalnlng services (See p. 20 ) 

RECOMMENDATIONS OR SUGGESTIONS 

The Admlnlstrator of Veterans Affairs should 

--establish procedures requiring field stations to determine the most 
economical maintenance and repalr service method for office machines, 

--require that field stations document reasons for using more costly 
maintenance and repair services, and 

--establish appropriate follow-up procedures to ensure that field sta- 
tlons comply with such requirements (See p 17 ) 

Because of potential Government-wide slgnjflcance, GAO Informed GSA of- 
ficials of Its flndlngs and suggested that GSA emphasize to Federal 
agencies the Importance of reviewing their methods for obtalnlng malnte- 
nance and repair services to ascertain whether the most economical 
method IS being used (See pp 20 and 21 ) 

GAO IS recommending to the Admlnlstrator of General Serv-rces that GSA 
closely monitor Federal agencies' compliance with the pertinent GSA pol- 
lcies. GAO suggests that GSA consider requlrlng the agencies to report 
perlodtcally the number of offlce machines and the percentage of these 
machlnes serviced under annual maintenance contracts and under per-call 
contracts (See p 21 ) 

AGENCY ACTIONS AND UNRESOLVED ISSUES 

VA agreed with GAO's recommendation and stated that ?t would amend the 
VA Property Management Regulations to require that the field stations 
determine the most economIca method for servlclng offlce machlnes and 
fully document, where appltcable, their reasons for using a more costly 
method (See pp 17 and 18 ) 

VA stated also that Internal audits and administrative surveys would in- 
clude follow-up on station compliance with dIrectIves (See p 18 ) 

GSA said that the matter would be brought to the attention of all Fed- 
eral agencies and that It would consider the most appropriate means to 
achieve agencles' compliance with its pollcles concerning repair and 
maintenance of office machines (See p 21 ) 
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MATTERS FOR CONSIDERATION BY THE CONGRESS 

GAO IS reporting th1.s matter to Inform the Congress of actions planned 
by VA and GSA to prowde more assurance that the most economical method 
7s used to service office mach7nes 

4 



CHAPTER 1 

INTRODUCTION 

The General Accounting Office has reviewed the Veterans 
Administration's policies, procedures, and practices for 
obtaining repair and maintenance services for certain types 
of office machines. 

Most VA stations obtain office machine repair and main- 
tenance service under contracts providing service on either 
a per-call basis or an annual maintenance basis. Under the 
per-call contracts, machines are generally serviced at the 
VA stations whenever breakdowns occur or repairs are needed, 
at an hourly per-call service charge. Under the annual 
maintenance contracts, machines are kept in operating condi- 
tion through periodic maintenance, plus repair service as 
required, for a fixed annual fee. In addition, a limited 
number of VA stations operate their own repair facilities 
for servicing offrce machines. 

Our review was directed toward determining whether VA 
stations were using the most economical method of obtaining 
office machine repair and maintenance services based on a 
comparison of the costs and relevant advantages and disad- 
vantages under the per-call and annual methods. We did not 
make an overall evaluation of VA's equipment repair and 
maintenance program. The scope of our review is discussed 
In chapter 4 of this report. 

VA conducts its activities at the Central Office in 
Washington, D.C., and at 220 field stations located through- 
out the United States and at five foreign stations. 

The Central Office is responsible for issuing broad 
policies under which each of its stations operate, but, 
generally, each of the stations 1s autonomous, with rather 
complete operational authority vested in the statron direc- 
tor. The field stations consist of regional offices, for- 
eign offices, insurance centers, data processing centers, 
hospitals, domiciliaries, outpatient clinics, supply depots, 
a prosthetic center, a marketing center, and a records- 
processing center, During fiscal year 1959, these stations 
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had a total of 62,339 offlce machlnes of the following 
types 18,075 electric tvpewrlters, 17,974 manual type- 
writers, 14,851 dlctatlng machlnes, 7,522 calculating ma- 
chines, and 3,917 adding machines. 

GSA makes avallable Per-call and annual repair and 
maintenance services for office machlnes to Federal agencies 
through national contracts negotiated with office machine 
manufacturers and published In Federal Supply Schedules and 
through regional contracts awarded on a competltlve-bid 
basis, generally to local repair firms. To obtain the ser- 
vices under the national contracts listed in the Federal 
Supply Schedules or under reglonal contracts, orders are 
usually placed directly with the contractors, and, upon 
receipt of the service , payment IS made directly to the 
supplier by the ordering agency. 

A list of the prlnclpal offlclals of VA responsible 
for the admlnlstratlon of actlvltles dlscussed in this re- 
port IS shown as appendix II. 
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CHAPTER 2 

NEED TO ESTABLISH PROCEDURES FOR DETERMINATION 

OF THE MOST ECONOMICAL METHOD FOR OBTAINING 

MAINTENANCE AND REPAIR OF OFFICE MACHINES 

Our revrew at 13 VA stations showed that repalr and 
marntenance services for 1,642 machines, or about 59 percent 
of the stations' electric typewriters, dictating machines, 
calculating machines, and adding machines were obtained un- 
der annual maintenance contracts during fiscal year 1968 at 
a cost of about $57,000. On the basis of a comparison of 
the average annual cost of service under the per-call and 
annual maintenance methods, we estimate that savings of 
about 67 percent of the annual maintenance costs, ox about 
$38,000, could have been realized if the 1,642 machines had 
been serviced on a per-call basis. 

In fiscal year 1969, VA stations were obtaining ser- 
vices under annual maintenance contracts for 17,356 of 
their electric typewriters, dictating machines, calcu- 
latlng machines, and adding machines at an estimated cost 
of about $600,000. We estimate that, if conditions found 
at the 13 stations included in our review exist at the 
remaining 212 stations not covered by our review, VA 
could achieve savings of as much as $400,000 annually 
if the per-call method had been used for all office ma- 
chines serviced under annual maintenance contracts in fls- 
cal year 1969. 

Moreover, because expenditures under annual maintenance 
contracts in fiscal year 1969 by all Federal agencies were 
$8.4 million, we believe that there exists a slgniflcant 
potential for savings Government-wide through greater use 
of the per-call method for obtaining maintenance and repalr 
services. 

In July 1966, the VA Central Office advised its field 
stations that a study at 22 field stations showed a deflnlte 
potential for savings if office machines were serviced on a 
per-call basis rather than under annual maintenance con- 
tracts and suggested, but did not require, that lndlvidual 
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statlons examine their methods used for servicing-office 
machines However, our review at the 13 stations revealed 
that, in all Instances where office machlnes were being 
serviced under annual maintenance contracts at the time of 
our visits, station officials had not conducted studies to 
determlne whether the annual maintenance method was the 
most advantageous in terms of cost and factors such as use 
and degree of reliability needed. In addition, we found 
that the VA Central Office did not follow up to determine 
whether stations were complying with the suggested actlon. 

COMPARISON OF COSTS UNDER 
ANNUAL MAINTENANCE CONTRACTS 
AND PER-CALL ARRANGEMENTS 

To determine whether savings were possible through 
greater use of the per-call method for servicing office ma- 
chines, we initiated a study, in March 1969, of fiscal year 
1968 costs for maintenance and repair services under the 
per-call and annual maintenance contract methods at 13 VA 
stations. We selected these stations in order to make a 
comparison of costs under both the annual maintenance and 
per-call methods. 

In our study we made a comparison of maintenance and 
repair service costs for 2,802 office machines, including 
1,129 electric typewriters, 1,022 dictating machlnes, 415 
calculating machines, and 236 adding machInes. We excluded 
manual typewriters In our comparison because the services 
for almost all of them werebelngobtalned under per-call 
service contracts In fiscal year 1969. The 2,802 office 
machines represented all machines in service at these sta- 
tions of the types selected for review and, as a result, 
included both old and new machines. Our comparisons showed 
that, for all of the machine types selected for review, the 
average service cost under the annual maintenance contracts I 

was substantially higher than the average service cost un- 
der the per-call contracts. Following are the results of 1 
our study at the 13 stations. 
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Machine 
sY!?!z 

Number of Fiscal year 1968 
machmes by Average ser- 

SeNLCe vice cost per Difference 
l.0ntrac.t Total service cost 

AlII-ll.lel Annual - 
in average Estbutisd 

send ce annue1 
mainte- Per- mainte- Per- raainte- Per- 

MnCe g&l.l- &7&Q 
cost per 

nance g& a & michi~ (z?:; 

Electric typewriters 454 675 Dictating machines 26 76 948 74 
Calculators 

1,129 1.022 $14.377 32.306 47 $10,734 777 35 $31 34 67 08 $15 10 90 50 $15.77 $ 7,159 58 
23 58 159 256 

415 
22.353 a4 

87 9 Adding machines 8,356 2.336 01 52 56 13 43 43 81 
155 236 

6,905 37 2.101 63 924 34 25 95 5 96 19 99 
1.619.19 

TOtal 1.642 1.160 2.802 $57.142 23 $14.772 46 - ---___ - %wm. 28 

aAverege cost difference times number of machines under annual maintensnce contracts 

Our estimate of annual savings is based on the method 
of estimating savings used by the U.S. Department of Agrr- 
culture and VA in studies conducted in 1964 and 1965, re- 
spectively. (See pp. 12 and 13.1 

At the 13 stations, we noted considerable variation in 
the use of annual maintenance and per-call contracts for 
obtaining repair and maintenance service. For example, two 
stations used annual maintenance contracts exclusively for 
all four machine types regardless of factors such as age 
or degree of reliability needed. A third station used an- 
nual maintenance contracts for all dictating equipment and 
per-call contracts for all other machine types. Further- 
more, three other stations used annual maintenance contracts 
exclusively for two of the four machine types. 

Although the average cost of servicing the machines on 
a per-call basis was significantly lower than on an annual 
basis, it should be noted that, for certain individual ma- 
chines, the per-call service costs were higher than the 
costs that would have been incurred under the annual main- 
tenance contracts. At eight of the 13 stations, some ma- 
chine types were serviced on both per-call and annual main- 
tenance contracts. The repair costs for about 14 percent 
of those machines serviced on a per-call basis exceeded the 
costs that would have been incurred had the machines been 
serviced under annual maintenance contracts. For example, 
at one of the eight stations, 11 electric typewriters used 
in the central stenographic pool had an average per-call 
repair cost of $80.46 for fiscal year 1968, compared to the 
service fee of $24.75 under locally available annual main- 
tenance contracts. It appears that services for these ma- 
chines, because of their unusually heavy usage, should have 
been obtained under an annual maintenance contract. 
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On the basrs of the difference by machine category'& 
the average cost of maintenance and repair under annual 
marntenance contracts and per-call contracts, as determined 
from our study, and if condltlons found In our review are 
the same as conditions at statrons not covered by our re- 
view, we estimate that useofthe per-call method to service 
the 17,356 machines under annual marntenance contracts in 
fiscal-year 1969 would have resulted 
about $400,000, as shown below. 

In annual savings of 

Number of 
machines on 

Machine annual 
category maintenance 

Electrrc typewrlters 5,358 
Dlctatlng machrnes 9,450 
Calculators 1,818 
Adding machines 730 

17,356 

Average 
cost Estrmated 

difference savings 

$15.77 $ 84,500 
23.58 222,800 
43.43 79,000 
19.99 14,600 

$400,900 

At three of the 13 statlons, the offlclals had con- 
ducted studies of service costs for certain offlce machines 
and determined that It would be more economical to service 
these machines on a per-call basis. On the basis of the 
results of these studies, one station had changed to the 
per-call basis for servicing certain machines prior to our 
review and the other two stations changed to the per-call 
basis for servlclng certain machlnes In fiscal year 1969. 

At these three stations and at the remalnlng 10 sta- 
tlons, some machines were serviced on a per-call basis 
whereas other machines were serviced under annual malnte- 
nance contracts. In all instances where machines were being 
serviced under annual maintenance contracts at the tsme of 
our visits, studies of service costs had not been made, and 
the declslon to service them under maintenance contracts 
(1) was based on station offlclals' oplnlons that it was 
more economical to service machines under annual maintenance 
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contracts because of factors such as heavy machrne usage or 
the need for a hrgh standard of machrne performance or 
(2) represented a contrnuatron of prror years' policy. 

We recognrze that factors such as heavy usage or the 
need for a high standard of performance and rellablllty 
should be consrdered In determining the method of obtaining 
maintenance and repair service for office machines. We be- 
lieve, however, that the declslon as to the most economical 
method should be based on an analysis of relative cost as 
well as consideratson of factors such as performance stan- 
dards and machine usage. 

VA officials at the three stations which had conducted 
cost studies advised us that they had conducted cost analyses 
for certa-tn office machines and determined that It was more 
economical to servrce certain machlnes on a per-call basis 
rather than on an annual maintenance basis. At one station, 
offlclals advrsed us that such a determlnatlon was made for 
all electric typewriters less than 8 years old. In fiscal 
year 1969, marntenance and repair services for these ma- 
chines were obtained on a per-call basis. In fiscal year 
1970, maintenance and repair services for all electric type- 
writers were obtained on a per-call basis regardless of age. 

Offrclals at a second station told us that their anal- 
yses of repair services for certain calculating machines 
indicated that the services could be obtained more econom?-- 
tally on a per-call basrs. They also advised us that repair 
services for these machines were obtained on a per-call ba- 
srs rn fiscal year 1969. 

In addltron, the thrrd station had changed to the per- 
call basis for obtaining services for certain office machine 
types on the basis of the results of its cost analyses. 
Station offlclals told us that the analyses of their elec- 
tric typewriter, calculator, and addrng machine service 
costs showed that many of these machines required very 
minor repairs and that, In many Instances, they were paying 
for the vlsst of a service representatrve who drd nothing 
more than clean the equipment. Furthermore, they expressed 
the belief that cleaning or normal adJustment was the re- 
sponslblllty of the machlne operator and should be performed 
dally. 
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Studies of methods used for reparr 
and maintenance of office machines 

Under the Federal Property and Admirnstratrve Services 
Act of 1949, as amended (40 U.S.C. 4811, GSA 1s responsible 
for prescrrbing the policres and methods to be used by ex- 
ecutive agencies in the procurement and supply of servrces. 
As part of a proJect to establish guidelines for obtalnlng 
service for office machines, GSA, in July 1965, issued, In 
the Federal Property Management Regulations, GSA Bulletin 
FPMR No, E-13, Supply and Procurement. The bulletrn called 
the attention of Federal agencies to the need for review of 
the methods used for servlclng office machines. Reference 
was made to the results of studies conducted in 1964 by an 
independent research firm and by Agriculture, which indl- 
cated that the per-call method was the least expensive 
method for obtaining office machine services. Also, the 
bulletin encouraged agencies to develop similar data. 

The VA Central Office therefore rnitrated a study In 
December 1965 whrch indicated a definrte potential for sav- 
ings if office machines were servrced on a per-call basis 
rather than under annual maintenance contracts. The study 
was based on data obtarned for about 5,750 office machines 
at 22 of Its 225 statlons. The study showed that about 
41 percent of the office machines were serviced under annual 
maintenance contracts and that the costs therefore amounted 
to about $76,000, or 76 percent, of the total expendrtures 
of about $100,000 for office machine repair and maintenance 
service. In addition, VA determrned that, had these ma- 
chines at the 22 stations been serviced on a per-call basis, 
annual savings of about $54,000 would have been realized. 

In July 1966, the VA Central Office advised hospital 
directors and regional managers of the results of this 
study. Although pointing to the need for indlvrdual sta- 
trons to examine into the methods used for servicing office 
machines, the VA Central Office did not requrre but merely 
suggested that such an examlnatlon be made. It stated, In 
part, that: 

"It would behoove all stations to assay the po- 
tential withrn therr own program. In the main, 
these would probably parallel our own findings 
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. except where geographlcal location and service 
resources are llmlted and/or nonexlstent. A 
thorough examlnatlon of the total picture by 
each statlon 1s necessary to assist In a decl- 
slon to exploit the possible savings in the 
Judicious use of 'on call' office machlne ser- 
vice." 

We found that the VA Central Office did not follow up 
to determine whether the stations had proceeded along the 
suggested course of action. Also, dlscusslons with station 
officials regarding the VA Central Office suggestion gen- 
erally indicated that It had little or no affect upon their 
selection of the method for obtalnrng repair services. Sta- 
tion offlclals at several locations stated that their decl- 
slon to obtain repair services for certain machines under 
annual maintenance contracts was based on factors such as 
the need for a high degree of machine rellablllty or heavy 
machine usage and that, because of these factors, they were 
of the oplnlon that the annual maLntenance method was more 
economical. However, as noted previously, their opinions 
regarding the economy of obtaining the services under annual 
maintenance contracts were not supported by formal studies 
or cost analyses. 

The 1964 study by Agriculture was based on a comparl- 
son of the costs of various methods of obtaining repair ser- 
vices for about 52,870 office machines, which represented 
about 95 percent of Agriculture's electric and manual type- 
writers, adding machines, drctatnng machines, calculators, 
and other office machines. The study showed that only 
16 percent of the total office machines were serviced under 
annual maintenance contracts and that the costs accounted 
for 59 percent of the total $515,000 expenditures for main- 
tenance and repair services for fiscal year 1964. On the 
basis of the difference In the average cost of servlclng 
machines under annual maintenance contracts and on a per- 
call basis, Agriculture estimated that savings of over 
$237,000 could ha _ve been realized for fiscal year 1964 had 
all machines been serviced on a per-call basis. Officials 
at Agriculture informed us that data concerning the number 
of machInes It operated and the percentage of these machlnes 
that were serviced byuseof annual maintenance contracts and 
per-call arrangements was not readily available. 
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The Independent research firm's report stated that of- 
flee machme maintenance and repair services obtained under 
annual maintenance contracts tended to be more costly than 
servxces obtained on a per-call basis. The report was based 
on a study of information gathered from 462 organizations 
having more than 250,000 office machines and concluded that 
most organizations using annual marntenance contracts would 
realize substantial savings by changing to a per-call basis 
for many or most of their office machines. 
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CONSIDERATION OF OTHER 
PERTINENT FACTORS 

GSA, rn November 1966, added section 101-25.106 to 
Federal Property Management Regulations, Subchapter E--Sup- 
ply and Procurement --which provided that the determination 
as to whether office machines are to be serviced by use of 
annual maintenance contracts or per-call arrangements be 
made after comparison of the relative cost of specific 
types of equipment In a particular locatron and after con- 
sideration of the following factors: 

--Standard of performance required. 

--Degree of relrabilrty needed. 

--Environmental factors; i.e., dusty surroundings or 
other unfavorable condrtrons. 

--Proximity to available repair facrlltles. 

--Past experience with service facllltles; i.e., repu- 
tation, performance record, qualrty of work, etc. 

--Dally use (heavy or light) and operator's care of 
machine. 

--Age and performance record of machine. 

--Machine inventory in relation to operating needs; 
i.e., avarlablllty of reserve machine in case of 
breakdown. 

--Number of machrnes, 
repairs required. 

including overall frequency of 

--Security restrictions, if any. 

--Other pertinent factors. 

The independent research firm's 1964 report cited cer- 
tain addltlonal factors warranting conslderatron in deter- 
mining the best method for servicing office machines. It 
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stated that, although the average service cost under the 
per-call method was less costly than under annual malnte- 
nance contracts, probable relative costs were not the only 
conslderatxon In determlnlng the best method. 

The report pointed out that, If the quality of the 
perlodsc lnspectlon and cleaning called for by the annual 
maintenance contract was of high order and if essential in- 
spection and cleaning were lrkely to be neglected sf not 
provided under the annual maintenance contract, there might 
be advantages 1n improved performance that were not measur- 
able In monetary terms. It stated, however, that generally 
the quality of preventive maintenance under annual marnte- 
nance contracts did not appear to be of high order and, 
frequently, It appeared to be of a very low order. 

Some of the maJor arguments presented in the report 
against obtalnlng services under annual maintenance con- 
tracts included less downtime, llmltations placed on annual 
maintenance contracts by the manufacturer, and poor service. 
Regarding less downtime, the report stated that today's 
basic office machines were generally well designed and dur- 
able and that, although a machine might be functlonlng per- 
fectly, it might actually be thrown out of adJustment in 
the course of a routine lnspectlon and cause subsequent 
breakdown. It also polnted out that many annual malnte- 
nance contracts contained certain llmltatlons such as a 
provlslon that the contractor reserve the right not to re- 
new the contract. unless a machine IS SubJect to shop over- 
haul. Furthermore, It stated that, even if the contractor's 
own service employees were responsible for inadequate main- 
tenance of a machlne, he could still require the user to pay 
for a major overhaul before contlnulng the contract. 

We belleve that there 1s a need for VA stations to 
study their methods of obtaining maintenance and repair ser- 
vices for office machines because of the indicated potentral 
savings by obtalnlng the services on a per-call basis. It 
may be appropriate to selectively remove a number of ma- 
chlnesfromannual maintenance contracts to a per-call basis 
and study the relative repalr cost and performance records. 
Such a study might lndlcate the deslrablllty of obtaining 
services on a per-call basis during the equipment's early 



years and of arranging for obtaining the services under an- 
nual maintenance contracts before the equipment requires 
complete overhaul. 

Also, we are of the view that, because of the vari- 
ables in the machines, in the use of the machines, and in 
the quality of services offered, a single method of obtain- 
ing maintenance and repair services may not be appropriate 
for all equipment. The suggested study of machine repair 
costs and performance records might show that it would be 
more economical to obtain services under annual maintenance 
contracts for certain machines which are subject to unusu- 
ally heavy usage or where high performance standards result 
in frequent calls for adjustments in addition to repairs. 

In conclusion, we believe that savings can be achieved 
if VA makes greater use of the per-call method to obtain 
maintenance and repair services for its office machines. 
We believe also that VA station personnel should conduct 
studies to determine the most economical method of obtain- 
ing maintenance and repair service. In our opinion, such 
studies should be based on a consideration of other perti- 
nent factors such as the degree of machine reliability 
needed, machine usage, age, and performance record. 

RECOMMENDATIONS TO THE ADMINISTRATOR 
OF VETERANS AFFAIRS 

We therefore recommend that procedures be established 
requiring VA field stations to (1) determine the most eco- 
nomical method for obtaining maintenance and repair ser- 
vices of office machines on the basis of a comparison of 
relative costs and careful consideration of other pertinent 
factors and (2) document their reasons for using a more 
costly method of obtaining maintenance and repair service. 

We recommend also that appropriate follow-up proce- 
dures be established to ensure that field stations comply 
with such requirements. 

AGENCY COMMENTS 

In commenting on our draft report, the Deputy Admrnis- 
trator of Veterans Affairs informed us by letter dated 
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February 12, 1970, that VA agreed with our recommendations 
and would amend the VA Property Management Regulatxons to 
require that the field statlons (1) determine the most eco- 
nomrcal method for the maintenance and repax of offxce ma- 
chines and (2) fully document, where applicable, their rea- 
sons for using a more costly method of obtaining marnte- 
nance and repair service. 

The Deputy Admlnlstrator also stated that internal 
audits and admlnlstratlve surveys of field statlons would 
include review of stations' effectiveness in complying with 
directives on repair and maintenance of offxe machlnes. 
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CHAPTER 3 

NEED FOR DIRECTING THE ATTENTION OF FEDERAL 

AGENCIES TO THE IMPORTANCE OF REVIEWING THEIR METHODS 

FOR OBTAINING MAINTENANCE AND REPAIR OF 

OFFICE MACHINES 

In a report to the Congress on February 23, 1967, on 
"Savings Available through Expanded Use of Regional Con- 
tracts for the Reparr and Maintenance of Selected Office 
Machines, General Services Administration" (B-160419), we 
stated that, although Government and independent studies 
indicated that the per-call method was the least expensive 
method of obtaining maintenance and repair services for 
office machines, most Federal expenditures were for the more 
costly annual maintenance method. During fiscal year 1965, 
expenditures by Federal agencies for services on all office 
machines under GSA's Federal Supply Schedule contracts 
amounted to about $8.8 msllion. Of this amount, $7 million, 
or about 80 percent, was for annual maintenance service, 
and $1.8 million, or about 20 percent, was for overhaul 
and per-call services. 

Accordingly, in our draft report transmitted to GSA in 
May 1966 on the matter mentioned above, we proposed that 
GSA establish criteria and guidelines for use by Federal 
agencies In selecting the best method of obtaining office 
machine maintenance and repalr services, On the basis of 
our proposal, GSA, in November 1966, published a revision 
to the Federal Property Management Regulations which pro- 
vided that the determination as to whether office machines 
are to be serviced by use of annual maintenance contracts 
or per-call arrangements he made after comparison of the 
relative cost of specific types of equipment in a particu- 
lar location and after conslderatlon of certain factors. 
This matter was discussed previously on pages 15to16of 
this report. 
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We noted, however, that, in fiscal year 1969, most 
Federal expenditures for office machine maintenance and re- 
pair service continued to be for the annual maintenance 
method. Of total expenditures of $11 million by Federal 
agencies for services on all office machines under GSA's 
Federal Supply Schedule contracts, $8.4 million, or about 
76 percent, was for annual maintenance service and $2.6 mil- 
lion, or about 24 percent, was for overhaul and per-call 
services. 

We asked officials at the headquarters of three Fed- 
eral agencies-- the National Aeronautics and Space Adminis- 
tration, the Post Office Department, and the Internal Rev- 
enue Service --to furnish us with data concerning the number 
of office machines operated by their agencies and the per- 
centage of these machines that were serviced by use of an- 
nual maintenance contracts and per-call arrangements. 

We were informed by officials at each agency that this 
type of data was not maintained at a central location. 
Furthermore, officials of the Natlonal Aeronautics and 
Space Administration and the Post OfficeDepartmentinformed 
us that (1) no studies had been made to determine the most 
economical method for obtaining maintenance and repair ser- 
vices and that (2) the internal audit groups of these agen- 
cies had not reviewed the methods used for obtaining main- 
tenance and repalr of office machlnes. Officials at the 
Internal Revenue Service informed us that (1) a 1968 study 
of office machine maintenance and repair services at its 
seven service centers and the Detroit, Michigan, Data Center 
showed that service under per-call contracts was more eco- 
nomical than under annual maintenance contracts and that 
(2) its internal audit group was considering beginning a 
review of the methods used for obtaining services. 

During our review, we informed officials of GSA of our 
findings concerning VA and of the srgnificant margin by 
which Federal expenditures for servlclng office machines 
under annual maintenance service contracts continued to 
exceed expenditures under per-call and overhaul service 
contracts. We expressed the opinion that in view of these 
factors, there was a need for GSA to direct the attention 
of Federal agencies to the importance of reviewing their 
methods for obtaining maintenance and repair of office 
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machines to ascertain whether the most economical method 
was being used. In addition, we expressed the belref that 
GSA should closely monitor Federal agencies' complaance 
with pollcles It promulgates regarding repair and malnte- 
nance of office machines. 

RECQ~ENI9ATIQN TO THE ADMINISTRATOR OF GENERAL SERVICES, 

In view of the significant margin by which Federal 
expenditures for office machine repair and maintenance ser- 
vices under annual maintenance contracts continued to ex- 
ceed expenditures under per-call and overhaul service con- 
tracts, we recommend that GSA closely monitor Federal agen- 
cles 9 compliance with policies promulgated by GSA regarding 
repair and maintenance of office machines. Also, GSA may 
wish to consider establlshlng procedures requiring Federal 
agencies to perlodlcally report to it the number of office 
machines they operate and the percentage of these machlnes 
that are serviced under annual maintenance contracts and 
under per-call contracts. 

GSA officials agreed that these matters were slgnlfl- 
cant and should be brought to the attention of all Federal 
agencies* They stated that they would take such actron. 
They stated also that they would consider the most appro- 
priate means to achieve agenciesB complnance with Its pol- 
icies concerning repair and maintenance of office machines. 



CHAPTER 4 

SCOPE OF REVIEW 

Our review, which was completed In September 1969, In- 
cluded an examlnatlon of Federal Property Management Regu- 
lations; VA's pollcles, procedures, and practices governing 
maintenance and repalr actlvltles; and various studies re- 
lated to the maintenance and repalr of offlce machines. 

In order to make a comparison of costs for both the 
annual maintenance and the per-call arrangements, we vlslted 
and obtalned &ost lnformatlon related to these methods of 
obtalnlng repalr and maintenance services from the follow- 
lng VA statlons. 

VA hospital - San Francisco, Callfornla 
VA reglonal office - Do. 
VA hospital - Livermore, California 

Do. - Fresno, Callfornla 
Do. - Palo Alto, Callfornla 
Do. - Clnclnnatl, Ohlo 
Do. - Dayton, Ohlo 
Do, - Indianapolls, Indiana 

VA regional office - Do. 
VA hospital - Atlanta, Georgia 

Do. - Columbia, South Carolina 
Do. - Montgomery, Alabama 
Do. - Tuskegee, Alabama 

We discussed various aspects of the points brought out 
in this report with appropriate VA offlclals at the field 
stations vlslted and at the VA Central Office. We dls- 
cussed also certain aspects of this report with offlclals 
at GSA and at the headquarters of Agriculture, the Natlonal 
Aeronautics and Space Admlnlstratlon, the Post Office De- 
partment, and the Internal Revenue Service. 
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APPENDIX I 

\/ETERANS ADMINISTRATION 
OFFKX, OF THE ADMINISTRATOR OF VETERANS AFFAIRS 

WASHINGTON, D C 20420 

FEBRUARY 12 1970 

Mr. M8x Hxrschhorn 
k§OCl8t% h.F%~tor, CltWld Dw~smn 
U, S. General Accounting Offxce (801) 
Room %X37, Lafayett% Building 
811 Vesrmeaat Av%nue, N. W. 
w8Shlngton, D. C. 20420 

Dear Mr. Warsctim: 

Thank you for ths opportunity to review your draft report 
on the n%%d to estisblish procedures for determlnatron of the most 
econon~cal method for mamnt%n8nc% and repaar of office machines. 
(Your l%tter dated December 10, 1969). 

We agree with your r%comm%ndatlons and will take the 
followang actxons: 

8. Veterans kimanistrat~on Property Managem%nt Regulations 
(VAPMR@s) will be promptly amend%d to requxre that each 
fsrrld statam d%t%rmme the most economical method for the 
mazn&%nanc% aurd repair of offrc% machxnes. The amendment will 
also dar%ct field stations to totally document, where applicable, 
the&r reaSons for usmg 8 mar% costly method of obtaining repair 
S%b”\llC%S 8 

b, 
wzll 

Intsrnal audats and 8dmznlstratxwe surveys of f+eld stattlons 
include review of station effectiveness m unplementing 

dlrectlves on repair and maint%nance of office machines. 

Your anterest 3~x1 this matter 1s 8ppreciated. 

Sincerely, 

FRED B. RHODES 
Deputy Admlnlstrator 
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APPENDIX II 

PRINCIPAL OFFICIALS OF THE VETERANS ADMINISTRATION 

RESPONSIBLE FOR THE ADMINISTRATION 

OF ACTIVITIES DISCUSSED IN THIS REPORT 

Tenure of office 
From To - 

ADMINISTRATOR OF VETERANS AFFAIRS. 
D. E. Johnson June 1969 Present 
W. J. Driver Jan. 1965 May 1969 

DEPUTY ADMINISTRATOR OF VET- 
ERANS AFFAIRS' 

F. B. Rhodes 
A. W. Stratton 
Vacant 
C. F. BrickfIeld 

May 1969 Present 
Nov. 1967 May 1969 
Sept. 1967 Nov. 1967 
Feb. 1965 Sept. 1967 

CHIEF MEDICAL DIRECTOR: 
M. J. Musser, M.D. 
H. M. Engle, M.D. 
J. H. McNmch, M.D. 

Jan. 1970 Present 
Jan. 1966 Jan. 1970 
June 1963 Jan. 1966 

DIRECTOR, SUPPLY SERVICE: 
D. P. WhItworth Jan. 1965 Present 
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