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SUBJECT: Légul Submission Concerning Pricing of Publications by the
Superintendent of Documents (Code 947096)

WRWNEDE'

_ We are reviewing the Government Printing Office's (GPO) recent
price increases for publications sold by the Superintendent of Docu-
ments. This review is in response to a congressional request arising
from complaints about the large increases in price. The request con-
tains two questions:. (1) Do the recent price increases involve the

same financial philosophy which has prevailed in the past? and

(2) Do the price increases change the relationship between the current
pricing structure and the Superintendent of Documents' annual appropria-
tion as contrasted with past relationships? In addressing the request,
two legal issues exist. ' '

Determination of cost basis

Title 44, U.S.C. states that:

"The price at which additional copies of Government publications
are offered for sale to the public by the Superintendent of Docu-
ments shall be based on the cost thereof as determined by the
Public Printer plus 50 percent." :

The question arising from this provision is: What should be
included as cost? The current interpretation in GPO appears to be
that "'cost' includes the printing and binding costs and all distribu-
tion costs such as order processing, warehousing, and postage. The
legislative history of the provision, however, seems to indicate that
only printing and binding costs should be included.

Legislative excerpts on the above follow.

--The public resolution approved May 11, 1922 (U.S.C., title 44,
secs. 22_3221220) provided. for the sale of documents “at the
cost of printimg and binding plus 10 per centum.” '




--In hearings before the Subcommittee of llouse Committee on
Appropriations, 1933, page 138, the Superintendent of Docu-
ments states that pricing publications at the cost of printing
and binding plus 1D percent was not intended to pass the full
cost to the public, but only to make a nominal charge to '
insure that the purchaser valued the publication.

--Section 315 of House of Representatives bill (72d Congress,
lst session, ii.R. 11597 [Report No. 1126], dated April 25, 1932,
provides for thé sale price of documents to be based on the
cost of printing and binding plus 30 per centum.

--Section 307 of Senate act (72d Coﬁgress, 1st session,
H.R. 11267) provides for the sale price of documents to be
based on the cost of printing and binding plus 30 per centum.

--A Senate amendment to H.R. 11267, dated June 1, 1932, deleted
"of printing and binding, plus 30 per centum' and added
"thereof as determined by the Public Printer plus 50 per
centum, " '

As can be seen, the amendment deleted the definite reference to
printing and binding. However, GPO's Annual Report, in 1934, shows
that during that year printing and binding costs were the costs to
which 50 percent was added. Since that time, however, GPO has pro-
gressively added other expenses in determining cost. For example:

-~A Superintendent of Documents memorandum dated August 7, 1936,
states that the cost of publications sold is printing and bind-
ing cost plus 25 percent to cover any loss that would be
incurred in returning to press. The 50 percent required by
the Economy Act of 1933 would be added to the above cost.
Reference is alsc made to the fact that publications not sold

are properly -an overhead on copies sold and should be included
in the sale price. ' '

--GPO's Accounting Procedure No. 111, dated November 1, 1953,
provides that the sale price of documents is to be computed on
the cost of printing and binding, plus 75 percent, represent-
ing 25 percent for postage costs, 25 percent for administrative
expenses, and 25 percent as a reprint cost factor; to which is
added a profit surcharge of 50 percent. Accordingly, the price
of publications was cost of printing and binding plus 162.5 per-
cent (P§B + .75 PGB)+ .50 (P§B + .75 P§B) = PGB + 162.5 P§BJ.
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-~A GPO memorandum dated June 28, 1968, states that "The
50 percent markun is an earnings surcharge * * * to cover all
sale and distribution costs of nublications, labor, materials,
and overhead, which is financed from the Treasury as an annual
Congressional aporopriation.' This apparently meant that cost
plus S50 percent should cover all costs of the sales program.

In August 1973, the add on to the printing and binding cost was
changed from 162.5 percent to a sliding factor of 125 percent for
expensive publications to 200 percent on lower priced publications.:
This change was made to produce more Trevenue.

Currently, GPO apparently interprets the law as reouiring a
50 percent profit on the sale of nublications. Ftowever, GPO officials
state that, under the current pricing arrangement, revenue from the
sales programs will not recover all costs until fiscal year 1976. At
that time, a decision is to be made by the Public Printer as to whether
or not Superintencent of Documents should make a 50 percent profit.
Recent questions during Senate Appropriation hearings brought up the
point that Sunerintendent of Documents was not making the 50 percent
profit required by law. Since the hearings, the GPO Pricing Committee
has made recommendations to the Public Printer for increasing the
revenue from the sale of publications.

Deposit of receipts
and annual appropriation

The question of the relatiomnship of recent price increases to the
annual appropriation for the Superintendent of Documents is a corollary
issue to tie first question. Title 44, U.S.C. 1708 provides that
"Surplus receipts from sales shall be deposited in the Treasury of the
United States to the credit of miscellaneous receipts.'' Annual
reports by the Public Printer in the 1932 through 1936 timeframe
indicate that surplus receipts were the receipts from sales remainjing
after paying the printing and binding costs of publications sold.
During more recent times, however, surplus receipts were the receipts
from sales remaining after paying the printing and binding costs of
publications sold, postage for mailing documents sold, and certain
other expenses. The expenses paid from receipts have apparently
coincided with the definition of cost used in determining sale prices.
Throughout this period of time, other expenses of the sales progran
not paid from receipts have been paid from appropriated funds.
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Qur question in this area is: Wnat costs should be paid from
salas receipts and what costs should be paid from appropriated funds?
Based on the above, it apnears that costs which are included in deter-
mining sale prices are to be paid from receipts with the otner expenses
being paid from appropriations. If this is true, then the answer to
question one--What is to be included in cost?--is necessary prior to

addressing this matter.

This question becomes critical when considering the current policy
for pricing sales publications. .The current pricing policy is designed
to recover full cost with consideration at a later date of recovering
full cost plus &0 percent. T1f this policy is consistent with the pro-
visions of 44 U.S5.C. 1708, then there would apparently be (1) no
justificaticn for an appropriation and (2; no surplus receipts for

deposit.

If further discussions on these matters are desired, please contact
David Childress on 557-2151.

cc: Mr., H.o L. Krieger (FOD-iashington)

B-114829-0.M. Iédorsement :
" JUL 171974

Director, LCD

Returned. Prior to 1932, the statutory pricing formula had been
established as the cost c¢f printing and binding plus 10 percent.
Section 30ﬁk5f the Economy Act—e£-1932y enacted as part of“the {egis- _ 74
lative branch appropriations for fiscal year 1933, 4ASKAC. 382%)465, 77
amended the formula and provided in part as follows: szVI%D l

"After the date of the enactment of this Act, the
price at which additional copies of Government publica-
tions are offered for sale to the public by the Superin-
tendent of Documents shall be based on the cost thereof
as determined by the Public Printer plus 30 per centum:
Provided, That a discount of not to. exceed 25 per centum
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may be allowed to authorized book deslers and qusotity
purchasers, but such printing shall not {nterfere with

he prompt execution of work fer the Covermaant., The sur-
plus recelpts from such salcs shall be deposited in the
Treasary of the United States to the credit of siscel-
lansous recelpts, W % *° _

Title 44, United States Code, was vecedified in 1953 by Fublic
Law 0-620, 82 Stat. 1213, and the above~cited provisicr, with ainor
changes not 1§EEaaua-ts’EEEéct substancs, Yecaue § 1705 L DT

The 1932 formula avolved from a proposal originasted by the Yubllc
Printer, sat forth in a letter to the House Cormmittee ou Iriating
dated April 12, 1932, providing for "sale st cost plus not less then
15 per centwa, as determinad by the Public Printer who ghall fix the
prices, discounts, and tems therefor ¥* % %, Hearings on H.R. 11267
before a Subcommittee of the House Committes on Apprapriatio
724 Cong., lst Sess., part II, at 34, 35 (1932). 1In this letter, the
Public Printer explained his proposal &x follows:

“Tha present law ¢ * % {ixes the palas price of Govern-
nant publications at cost of printing and dinding plus
10 per cent, % & %

“Section 2 of the bill * % ¥ jncreases tha selling price
0f GCovermment publications from & margin of 1O per cent akove cost,
as now fixed by law, to not less than 20 sic per cent above
cost and authorizes the Public Frinter to Fiz the srices, dis-
counts, and tarms, W *

"1 have in wmind, if the bill becomas & law, to add
approximately 30 per cent to the tost charged in fixing
the regular sales price w & & "

In a letter to the Sanate Cormitise on Appropriations datad lay 13,

1932, ths Public Printer revised his draft bill to bmse the sales price
of Government publications on the “cost thareof as deterined by the
Public Printer plus 50 per centun,” The following explanation was
offered:

“Under the exiastiang law, which requizres that oaly
1C per cent be sdded to the cost of printing and binding,
the Superintendent of Documents hag been able to turn into
the Treasury for miscallaneosus raceipts an gverage of
$200,000 par year, and I feal certalz thet by the iutrease
of this percentage over cost the amunt raetuined to the
Treasury could be more than doubled, # % %' Hearings on
H.R, 11267, supra, at 39-40,
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i1t seems clear from the above excerwpts thal “cost’ as used by the ublic
Printer was {ntended to mean the cost of prinmting end biading.

The anendnent proposed by the Public Pyigter in his ey 13 ietter
; was introduced f{u the Senate by Sscator Moees on Juna L, 193X, 735 Joug.
Rac. 11705, In 8 brief debate o5 Juna U, Sonater Hoses stated that
his aenduant wes-«

e w % doaigned wereiv to extend the sale of Governmaat
publicationg by makiag them wore resdily available to

’ people in all parts of the country through haviog thma
placed on sale with autboviged bock sellers in different
sections of the countyy & & W,

In response to the quaestion of how the ampadaent relatad to the sublact
matter of the legislation wnder considevation, the Senator said:

oo My amendment nerely provides Lhat the added price,
witich by the bill f{s 30 par ceat, ta tha cost of vrinting
shall be made 30 per cemt, sed that that sum shall be
divided vith authorized dealers throughout the country
who buy the books aad sell thes to local purchasprs.

Id. at 12342,

The legisletive history cited atove, slthough admittedly sparss,
appears to indicate that the 1932 anendiant was inteaded to increase
revenue by ralsing the percentage wark-up to 30 parceant, and that “cost
thereof  wmeant the cost of printing and binding, or &t wost, the cost to
the Superintemdent of Uocusants of acgquiring publicaticas for saie from

' the Public Printer. There iz no indication thet the 1932 amendment was
ever {utended to aliow & 50 perceunt pure profii over and abeve ths cast
of the entive saies oporatisn.

Hoting that the statutory pricing Feruils has rensined essentiall
unchanged for over 4 decadas, hwwever, we st zecognize the weil-
esteblighed principle that a consigtaoatly applied aduinistrative loter-
pretation or practice is to be given great weight i consiruiag o
statute, especially if the interpretatiou or practiw has be;a'n h?ua‘nt
to the attention of Comgress, See, ®.z., - : : ) g
8d States, 283 U..u 94, 3)..2 (1935), _' 1

71881006, 310 UsSe (1965,  in evalu-
ating the applicabnity of this prianciple .o—lm prﬁs&ul situation, wa
exgminad Covernment Frintimg Off{ice (C20) testizony before the llousa
and Senste appropristlons comnittens, and our own ammual sudit repoils
of the Zinancial statements of GPO, copies of which are subuiitted to the
Joint Committea oa Printing.

.-
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Your mesorandun points out that, as fav back az 193¢, Gyl begen
adding 25 percent to the cost i printing and binding a8 2 reprint
cost factor, and then computing tha 30 percent gurcharge on this total,
In heariungs on legislative branch approprietions for 1932, the
Suparintendent of Documents stated:

Yok R iE?b operate & sgales program under whbich we buy
publications from the Public Printer and pay liu the cost of the
publications,

“Then under provisiong of law we &re ailowed to add 30
percent to the cost to establish the sales price.”
Hearings on H,%, 4495 befors a Subcomuittea of the Senate
Cocmittee on Appropriations, S2d (ong., lst Sess, 15 (1352).

In 1933, GPO began to add 75 percent to the cost of printing and
binding before camputing the 30 perceant surchavge, to cover cortalin
administrative and overhead expenses as wsll as ghc reprint cost factor,
Our audit report for figcal year 1956 (D~114820 9/August 3, 1957) dis-
cussed this as follows:

"In our eudit report for fiscal years 1954 and 1953, we
questioned the practice of financing 3 portion of the opera-
ting expenses of the Public Documents DPlvision out of the rev-
enua fxom sales of publications. The Public Printer recognizes
the valigdity of our gquestion, but has pointed out thet the
practice is of long standing and that he would not feel justi-
fied in chenging the practice without an axpression from the
Congress since a change would necessitite sdditional appro-
priaticns.”

CPO modified its financlal statenents st our suggestlen to rorTe actu--
rately refiect ita practice, and we dropped our obdjection in gubsesuent
yeare., GPO hes eplained this situstion in appropriations hzarings,
See Hasrings on Legislative Dranch Appropristions for 1953 before the
Subcommittee of the louase Tamrittes on Appropriations, 85th long.,

1st Sess. 229 (1957); Hearings oun Legislative Iranch Appropriations

for 1939 before the Subcemittee of the touse Committee on Appropria-
tions, 85th Coug., 24 Sess, 34-83 (1955). In auhsoquent sudit reports,
ve set forth tha GPO pricing foraula without commwent, Sea, &.g., our
audit reports for fiscal yesrs 1968, 1949, &nd 1970 (B-114829,VAuguat 4,
1909, Aprii 31970, and February 260 1971). GPO apparently adhered to
the ssme formula umtil 1973, at whlch time it substantially increased
its malling prices.

In appropriations hesrings for 1969 (befors & Subcomaittee of the
Houne Committes on Appropriatisns, 50th Cong., 2d Sess. 1746 {1968)),
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tha following exchenge tooi place botwesn Agpresentative Andriows and
fublle Prinmter James L. Harvison:

“hp, AYDREWS. It looks Lo me like you put X percent
on the cest. That weuld be making 8 profit of ) pexcent.

_ “HMr. HAURISON, Mot necessarily, The actusl cost of the
publication is not the entire cost of distributing the publica-
tion, There ig the handling of the publicatlon aod~-

“bir. ANDREVWS, The law says the price muat be 30 percent
above the actual cost of the publicatisn!

“Hy, HATRISUN, The costs the plant chargea the Documant
Division,

vy, AWDRINE. Plus 50 percant:

z-'l\r

tir, HARDISON, Plue 50 percent,

Yy, ANDRLYS, Se much of that 30 percent goes fox
distribution’

UMr, BARRLSCN, That is vight. <ost of hacadling,
wailing,''

In contyast to lhe above passage, M0 heg exprassed the view in

recent years that "cost” weans the cost of the entire salea operation
and that tha 50 percent surcharge shouid be pure prolit, The follewing
ptatemants ave yploal,

“# % ¥% The X perceal waz enacted t¢ be applied to
the actual cost of all opevatious in the salaes prograa.”
learings on Lagislativa Branch Apprepristions for 1370
before a Subcomnittes of the liouse Conmittez ou Appro-
pristions, 9lst Coung., 1st 3ege, 305 (194%).

“w % % /The foomula set vp by law, includes the cost of
printing the publication, the cost of handling, malling, and
oalntsining the mailing operations plus 30 percent added as
required by lew,” Hearings on H,N. 13763 before @ Subcaumittee
of tha Sanste Coumittee on Approprigtions, 91st Cong.,
lst Sess, 220 {1969),

"k & % Accovding to title 44, we ave vaqulred to recovexr
costs as detemuined by the Public ¥rinter, plus 30 percent.
¥e have chosen to interpret cost es the cost incurred within
the Covernment Primnting Office conplex.

oy
-~ gy -
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"# @ & The additional cost of printing and binding
the sales coplea ix the firast element of cost.

"The aext elesent 1s the
bution process within the dg
Hearings on Legislstive Bra \
2 Subcomnittes of the Nouse (omd
93d Coug., 2d Sass. 3563 (1%74).

gst incurred in the digrri-
yplants degsartment plus postage.’

4 ar 13735 before
ttae on Appropriations,

However, in 1973, thae Acting Superlntendent of Docusents told the
Subcsmnittee that tha “present legislation for establishing selliag
prices, 1 gusss, goes back as far as 1395.7 Hearings ou Leglslative
Branch Appropriations for 1976 before e Subconmmittee of the House
Comnittee on Appreprimtions, 93d Cong., lst Sesga. 1163 (1973).

We conclude from the fovegolng that, while GPO has bhasn somewhat
inconsistent as to detall, it has congistently taken thw pesiticn that
tha Public Printer is authorized to dgtermine the elansats of cost to be
facluded io fixing saleg prices, and that those elenents include, to a
greater or lasxer extent, bandling and distributisn costs and othov
adninistrative expenses. Those views have been made imowm to the Houss
and Senata Appropristions Comittesr through tha srmual hesarinpgs, end to
a somevhst lesser exteat to the Joint Comadltiee oa Priatipg through our
o audit reports, Whila the range of curvent price incroages nay
raflact a cheoge ia the nmathematics of the priclog formuia, it zeverthe-
less reprassnts & continuation of CPO's belief, held givce at least 1933,
that the includible elamnents of cost are within tha discration of ths
Public Printer aund are not limitz:d to the besic costy of prianting and
binding, Accordingly, aithough wo do not believe the statutory pricing
formla, as presently contained in 44 0,5.C, & 1708,fwas originally
intended to eilow a 50 perceat pure profit, we sre unable to zencliude
that CP0's interpretation is impropey or that it has not received tscit
congressionn]l approval. 1If Congress should now feel that the formula no
longer serves its intended purpose, clarifyimg lsgislation would appear
to be the appropriate course of actlion,

The seccond question in your semorandun i8 the meaning of the provie-
slon in 44 U,S,C, 8 1708)that ‘Surplus receipts from salea shall be
depogited in the Treasury of the United States to tha credit of miscel-
lanaous receipts.” As stated in the memorandum, this is a corollary to
the firgt quustion since vhat constitutes “surplus” logicaily depeunds on
what costs are properly recoverable from ssles receipts. The amvunt of
apporopristicns, {f any, needsd to finance the assles program will follow
fron the snswer to this question.

The statute does not defins “surplus receipts’ in this coutext, nor

could we find any guldance in the legismlative history., Glven the higtory
of CPO's pricing policy, howsver, and its prosent intarpretation of

.
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Ep § 1708, the semgible construction appears to be Lo equate “surplus

ik recalpts’” with ‘'pure profit,” f.e., the amount of salee receipts over
and above the total cost of tha estire sales operation, Under this
view, until such time as GPO i3 in fact vecovering the antire cost,
there wotld be 20 surplus receipts for deposit. When GPO does zecover
the entire cost plus 50 pevcent--assurning Cougress chooaes to vetaln
the present for ula—'surplus receipnts’” will amount to one-third of
total sales receipts, and there will be no nded for appropriatioms fov
the sales progran. Any other construction (i.e., to hoid thak saly
certain costs are recoverable from sales receipts and that sthars &re o
be financed through sppropriationsa) would ba artfficial wsnd iilusery,
since it wuld involve dapositiog monay {nto the Treasury as wiscal-
lensous receipty and veturning it to G20 in tha foxa of appropriations,

Although ve feal that the soustruction suggested sbove is a tors
mesningful ona, this apnesrs to be mora properiy an accouunting detonmai-
oatiou then a lagal cne since the distinction in témms of ultimate cost
to the Coverncent io largely scademice-«ia the ong i&se sales racelipts
are dapositéid into GPO's revolving fund and expensas drawn fron that fimd
vith asy remsSaing balance befng deposited iato the Treasury, while in
the other, a portion of sales receipts are depusited into the Treasury
{uslog the revolving fund as an f{uternediats receptacle) aud smae or ail
of thass receipts &vs returned to GPO as appropristions. Thus, this
wuld appear to be prizaciiy & policy matser for determinatien by

. mz&‘ﬁt

Faul €. Pembling
Genarsl Counsel

“o. " Attachmeat






