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November 8,1993 

The Honorable Dean A. Gallo, Co-Chair 
The Honorable Marcy Kaptur, Co-Chair 
Northeast-Midwest Congressional Coalition 

Pursuant to your request, we audited the accompanying statements of 
financial position of the Northeast-Midwest Congressional Coalition as of 
December 31,199Z and 1991, and the related statements of revenues and 
expenses and of cash flows for the years then ended. We found 

4 the financial statements were reliable in all material respects; 
l internal controls in effect on December 31,1992, provided reasonable 

assurance that losses, noncompliance with laws and regulations, and 
misstatements material to the financial statements would be prevented or 
detected; and 

+ no material noncompliance with laws and regulations we tested for 1992. 

The following sections outline each conclusion in more detail and discuss 
the scope of our audits. 

Opinion on the 
Financial Statements 

conformity with generally accepted accounting principles, the Coalition’s 

. assets, liabilities, and fund balance; 

. revenues and expenses; and 

. cash flows. 

As discussed in note 4, the financial statements present the activities 
fmanced by Members of the Coalition and the identifiable portion of 
employee benefits paid with appropriated funds. These financial 
statements do not include those items related to office space, utilities, and 
furnishings financed by funds appropriated to the Architect of the Capitol 
or the U.S. House of Representatives. 

Opinion on Internal The internal controls we evaluated were those designed to 

Controls . safeguard assets against loss from unauthorized use or disposition; 
. assure the execution of transactions in accordance with laws and 

regulations; and 
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s properly record, process, and s ummarize transactions to permit the 
preparation of fmancial statements, and to maintain accountability for 
assets. 

Those controls in effect on December 31,1992, provided reasonable 
assurance that losses, noncompliance, or misstatements material in 
relation to the financial statements would be prevented or detected. Our 
report on the Coalition’s internal control structure for 1991 is in 
GAO/~93-27, dated August 13,1993. 

Compliance With 
Laws and Regulations 

disclosed no material instances of noncompliance for 1992. Also, nothing 
came to our attention in the course of our other work to indicate that 
material noncompliance with such provisions occurred. Our report on 
compliance with laws and regulations for 1991 is also in GAo/~~9~27, 
dated August 13,1993. 

Objectives, Scope, Management is responsible for 

zmd Methodology . preparing annual financial statements in conformity with generally 
accepted accounting principles, 

. establishing and maintaining internal controls to provide reasonable 
assurance that the internal control objectives mentioned above are met, 
and 

l complying with applicable laws and regulations. 

We are responsible for obtaining reasonable assurance about whether 
(1) the financial statements are reliable (free of material misstatement and 
presented fairly in conformity with generally accepted accounting 
principles) and (2) relevant internal controls are in place and operating 
effectively. We are also responsible for testing compliance with selected 
provisions of laws and regulations. 

In order to fuEll these responsibilities, we 

4 examined, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements; 

. assessed the accounting principles used and significant estimates made by 
management; 

l evaluated the overall presentation of the financial statements; 
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. evaluated and tested relevant internal controls which encompassed the 
following areas: receipts, disbursements, and financial reporting; and 

. tested compliance with regulations established by the Committee on 
House Administration and governmental regulations related to payroll. 
(See note 2.) 

We limited our work to accounting and other controls necessary to 
achieve the objectives outlined in our opinion on internal controls. 
Because of inherent limitations in any system of internal control, losses, 
noncompliance, OF misstatements may nevertheless occur and not be 
detected. We also caution that projecting our evaluation to future periods 
is subject to the risk that controls may become inadequate because of 
changes in conditions OF that the degree of compliance with controls may 
deteriorate. 

We performed our work in accordance with generally accepted 
government auditing standards. We completed our audit work on June 11, 
1993. 

Charles A. Bowsher 
Comptroher General 
of the United States 
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Financial Statements 

tatements of Financial Position 

Assets 
Cash Aaxunts receivable-dues 
Accounts receivable--other Prepaid computer rental 
Prepaid publications 

Qecembsr 31, 
la9z 1991 

$113,325 $48,799 
1,500 0 

384 82cl 
2,582 5,163 

403 449 

Lkbllltkr and Fund Balmco 
Liabilities 

Aazounts payable--trade 
Accrued liabilities 
Dues prepaid by Members 

$ 1,145 $ 329 
4,572 788 

56.csoo 35,750 

Total liabl6ties 82,217 36,887 

Fund balance 55.977 16.364 

Total ClaMlltles and Fund Balanm $11#3.1@4 $53.231 

The accompanying notes are an integral part of these statements. 
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Financial Statementa 

atements of Cash Flows 

Cash Flows From Opsmtlng Actlvltks 
Cash received from Members (note 3) 
Cash received for lax refunds 
Cash paid to employees and service 

providers 
Net CMh pfovtded by opw8tlng 

acthrltlm 

Cash at beginning of year 

Year ended December 31, 

mz uu 

$224,500 $189,680 
716 702 

(158.890) (171.9375 

66,52s 18,445 

48.799 

Cssh Balenor It End of Yosr s 113325 $ 46.799 

Recmoillstlanr of Erwn of Rovmues 
Over Expmaua to Net C88h 
Provmd by Opmrstlng Actlvitla 

Excess of fwenues ovsr expenses 

Adjustments to wondIe excess of 
revenues over expenses to net cash 
provided by operating activities 

Decrease (increase) in assets 
Aooounts tacsivabk 
Prepaid expenses 

Increase (decrease) in lkbllities 
Accounts payable 
Accrued liabilities 
Prepaid Members’ dues 

Total adjustments 

Met Cssh Provided by Opratlng 
ACtMU@ 

816 
3,704 

M.7_50 

26.913 

6,660 
2,563 

The accompanying notes are an integral part of these statements. 
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FInamid Statementa 

otes to Financial Statements 

Note 1. Descrbtlon of tm 

The Northeast-Midwest Congressional Coaiition is a legislative ssnrlce organixatlon (LSO) 
sponsored by Members of Congress who pool thelr resources to pursue common 
legislative goals. Legislative service organizations are uninccrporated associations of 
Members that assist in carrying out actlvitles of mutual interest and coordinate their efforts 
for reasons of efficiency and effectiveness. The Coalition’s purposes are to (1) inform its 
Members about regional lmpllcatlons of national policies and proposals and (2) influenm 
congressional decisions regarding those issues of greatest importance to the northeastern 
and m idwestem states. 

Note 2. Reaulatlonr rnd Rules Pwtalnina to the Corlltlon 

On October 21, 1981, the Ccmm&tee on House Administration adopted regulations and 
rules pertaining to legislative serviw organkatiins. Effective January 1, 1983, these 
regulations mquirs the following: 

-- A Isglslatfve service organization may not use dues or assessments to generate 
additional income, including income from interest-bearing accounts or time deposits. 

-- A legislative service organization generally may not recslve Income or contributions 
from any source other than the Congress or its Members. 

-- Each legislative service organization shall submit a quarterly report of its receipts and 
dlsbursemehts to the Clerk of the House not later than 30 days after the end of the 
reporting period. 

-- At establishment and by May 1 of each even-numbered year thereafter, 30 Members 
of each legislative service organization, or two-thirds of the total membership, 
whichever is less, shall attest, in a statement filed with the Committee on House 
Administration, that the organization is to provide bona fide legislative sewlces or 
assistance which supports them in the performance of their offidal duties. 

The Committee on House Administration permits legislative service organizations, such as 
the Coalition, to carry over unexpended funds into the folbwing year. The Coalition’s 
fund balance represents amounts received in earlier years as Members’ dues which have 
not yet been expended and which will remain available to cover operating costs of future 
pWiOdS. 

Also, certain House regulations applicable to Members have not been applied to 
legislative service organizations. For example, rules prohibiting purchases of food and 
beverages, unless they are part of an event to discuss matters related to the Members’ 
official and representational duties with persons, other than Members or staff, who have a 
legitimate interest therein, do not apply to legislative service organizations. 
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Finaneiat Statementa 

On August 5,1993, the Committee on House Administration adopted new regulations and 
rules to govern the operation of legislative service organizations. The effective date of 
these regulations and rules is January 1,1994. 

Policteq Notbn819nlfilWntn 

Assets, Uabilltles, revenues, and expenses are reccgnized on the accrual basis of 
accounting following generally accepted accounting prWpleS. 

The Coalition receives the following forms of revenues: (1) Member dues, which the 
Coalition mcagnizes as revenues for the year to which they are applied and (2) peyments 
61 expenses on behalf of the Coalition. The Coalion recognizes the revenues and the 
expmws in the amount 01 these payments but does not receive or disburrre cash. Such 
payments include the following: 

- Clerk-hire funds are salaries paid to Coalition staft by the Clerk of the House on behalf 
of Members. These revenues and expenses are recognized as the staff earn salary. 

- Government ~ntrlbuticns for payrcll expenses are beneflte such as retirement and 
heatth and Me Insurance, and payroll taxes paid for employees who r9Cehre clerk-hire 
salary payments. 

-- Special assessments for expenses are bilk paid directly by Co&ion Members on 
behalf of the Coal&n rather than from dues paid to the Coalition. These revenues 
are recognized when an expense voucher is sent to a Member for payment. 

The Coalition leases equipment through the House Off&s Systems Management. 
Equipment usage fees are shown as equipment rental expense. 

The Coalition does not estimate an allowance for uncollectible receivables because bad 
debts are infrequent. Bad debts are written off when determined to bs uncollectible. 

No annual leave or sick leave is accrued at year-end because the stafl cannot carry over 
vacation leave or sick leave from year to year, but must use it within the calendar year. 

Note 4. Anoro~rlated Funds 8uDWrt 

Certain costs of operating the Coalltlon are iinanced by funds appropriated to the 
Architect of the Capitol and Clerk of the House of Representatives rather than through the 
CoalMan’s financial statements. Some of those costs cannot be readily determined, such 
as ofke space, utilities (except telephone), furniture, repairs, maintenance, and other 
WfViCW. 
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Pinancial Statements 

g t. n m 

The District’s Department of Empbyment Servbes Informed the Coalltton in September 
1989 that lt was reexamining its earlier position that certain Coalition empbyee salaries 
were exempt from the District’s unemployment compsnsatlon tax. The Distrbt stated that 
for employee salaries paid partially wlth Coalttlon funds and partially with clerk-hire funds, 
unemployment taxes must be paid on the share funded by the Co&Non. The Coalition 
disagrees with the District’s claim that untsmpbyment compensation taxes are due for 
thess employees. These diftenng views remain unresolved, because the District has not 
made a tInal decision. The Coalition has had no turther correspondence from the 
Distrbt’s Department of Employment Services. Accordingly, no amounts have been 
accrued for these taxes. However, the Coalition does pay taxes for employees financed 
solely with Coalition funds. 

&lot. 6. Rel8t.d Petlleq 

The Northeast-Mist Congressional CoaUtion shares its executive director and 
accountant with other organizations. The executive drector is shared with the Northeast- 
Midwest Senate Coalition and the Northeast-Midwest Institute, although he is not 
compensated by the Northeast-Midwest Senate Coalition. The Coalitbn’s accountant is 
shared with the Institute. However, these organizations have separate Boards of 
Directors and no common Members. 

The Northeast-Midwest Congressional Coalition has no other financial relationship with 
these organizations. The two Coalhions share common objectives related to informing 
their members about the regional implbations of federal policies and legislation. The 
Institute is a privately funded, nonprofit, independent research organization, created in 
1978 et the request of the Northeast-Midwest Congressional Coalition to provide 
in-depth research and analyses on the regional lmplbations of federal policies and 
legislation. 

. 
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Ordering Information 

The Arst copy of each GAO report and testimony is free. 
Additional copies are $2 each. Orders should be sent to the 
following address, accompanied by a check or money order 
made out to the Superintendent of Documents, when 
necessary. Orders for 100 or more copies to be mailed to a 
single address are discounted 25 percent. 

Orders by mail: 

U.S. General Accounting Office 
P.O. Box 6016 
Gaithersburg, MD 20884-6016 

or visit: 

Room 1000 
700 4th St. NW (corner of 4th and G Sts. NW) 
U.S. General Accounting Office 
Washingtan, DC 

Orders may also be placed by calling (202) 612-6000 
or by using fax number (301) 258-4066. 
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