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Honorable John W. McCormack
Speaker of the House of Representatives

Dear Mr. Speaker:

MAR 231962

Enclosed for the information of the Congress is ·a compilation
of General Accounting Office .findings and recommendations for im­
proving Government operations. These relate for the most part to
the fiscal year 1961. The purpose of this report is to provide the
Congress with a convenient summary showing the nature, extent, and
variety of matters which the General Accounting Office examines into
in its audit activitie8.

The findings and recommendations included in this compilation
were made in connection with our responsibilities under the Budget
and Accounting Act, 1921, and other laws which require us to inde­
pendently examine for the Congren the manner in which the depart­
ments and agencies are discharging their financial responsibilities.

The compilation also describes the actions taken by the depart-,
ments- and agencies of the Federal Government as a result of our rec-
ommendations. n is not always possi"le to measure in financial
ter.ms the savings and benefits result-ing from these actions. How­
ever, collections of $37,919,000 were made during the fiscal year
1961 through the efforts of our Office. In addition, actioJls taken bT
the departments and agencies durina the same Tear as a result of our
findings and recommendations resulted in either definite, measurable
savings or ponible savings of over $95 milUon. A summarT state.
ment of these collections and savings appears on page 97 of the re­
port.
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For the convenience of the committees of the Congre•• and
other., the report contain. an index of the department. and agencie.
to which the finding. and recommendation. relate.

Thi. report i. alao being ....t today to the Pre.ident of the
Seute.

Sincerely your.,

Comptro er General
of the United State.

Enclo.ure
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gENERAL ACCOUNTING OFFICE

FINDIlfQS ANQ RECOMMENDATIONS

FOB IMPROVING G·QVERNHENT OPEBATIQIS

FISCAL YEAR 1961

CIyIL DEPARTMENTS AND AGENCIES

REVIEW OF PROCQREKENT PROCEDURES AND PRACTICES

1.. on co tit n in ocal roc en
eliminat --At the Veterans Administration VA) Center, S oux
F s, South Dakota, we observed that invitations for bids to sup­
ply dairy products contained a provision stating that VA reserved
the ri~nt to reject bids received from bidders located beyond a
radius of 60 mfles. One of the results of this restriction was to
limit VA's dairy purchases to dairies located in the city of Sioux
Falls. This matter was brought to the attention of the Manager of
the center who eliminated the right-to-reject provision, and, as a
result, the SUbsequent contract was awarded to a company located
in a city about 89 miles from Sioux Falls. We estimated that, on
the basis of the prices obtained under the new contract, the cen­
ter will realize an annual saving of about $4,900.

2, Bidders mailing li~ts and contract files improyed--Our re­
port issuad in February 19 1 on procurement operations of the East­
ern Regional Business Office, Agricultural Research Service, De­
part~ent of Agriculture, brought out that (1) lists of potential
suppliers were not maintained by commodities to be procured and
(2) documents supporting the actions taken in the execution and ad­
ministration of procurement contracts were not filed to permit
ready evaluation of how the procurement responsibility was being
carried out. Agency officials advised us that, following our rec­
ommendation, they have now developed a bidders list by commodities
for ready reference in determining distribution of future bid invi­
tations and that all documents relating to procurement contracts
have been placed in appropriate file jackets, bound, and chronolog­
ically arranged.

3. Controls to be strengthened. over purchases made without ad­
yertising--During our review of procurement procedures at the Se­
attle Regional Office of the General Services Administration (GSA),
we noted a number of instances in which procurements were made un­
der the public exigency exception to formal advertising, but the
files contained nothing to indicate that a public exigency existed
other than a requested delivery date or a scheduled ship sailing
date furnished by the requesting agency. We found no evidence
that would indicate adverse results from possible interruption of



REVIEW OF PROCUREMENT PROCEDURES AND PRACTICES (continued)

agency programs, financial or other serious injury to the Govern­
ment from failure to meet delivery or ship sailing dates, Or that
the need for the supplies was compelling and of unusual urgency.

This matter was brought to the attention of GSA officials.
In May 1961 we were informed that GSA intended to revise General
Services Procurement Regulations (1) to limit the use of authority
to negotiate nonstores public exigency purchases to those cases
where requisitioning agencies have furnished statements justifying
the exigency and (2) to make clear that delivery dates shown on a
requisition do not jn themselves justify waiving the requirement
for formal advertising.

~. ste s to be taken to reduce amount of iscounts ost--We
found that in three General Services Administration (GSA regions
purchase discolmts of almost $15,000 were lost during fiscal year
1960. We brought this matter to the attention of GSA officials
who attributed the loss of discounts generally to difficulties in
obtaining receiving reports from customer agencies on direct deliv­
eries, to delays in receiving reports from regional warehouses,
and to increased workload. We were informed that steps would be
taken to expedite the processing of invoices involving discounts
in an effort to reduce the amount of discounts lost.

5. Greater competition to be obtained in the making of small
uurchases--We observed at four Veterans Administration hospitals
that quotations for negotiated small-amount purchases were ob­
tained from only one source of supply. Some hospitals had re­
peatedly made purchases of cert~!n types of supplies from the same
vendors, and one hospital had spIlt orders so that a single order
would not exceed the existing VA open-market limitation of $500 be­
yond which competitive bidding was required. We reported this mat­
ter to the managers of the hospitals who informed us that in the
future price quotations would be obtained from several suppliers
whenever possible. In July 1960 the matter was also brought to
the attention of the Administrator of Veterans Affairs for his con­
sideration in planning improvements in the over-all operations and
administration of the 170 VA hospitals.

6. Need for obtaining better assurance as to the reasonable­
ness of the price paid for currency paper--In our report issued in
June 1961 on our audit of the Bureau of Engraving and Printing,
Treasury Department, we pointed out that the Bureau's experience
in the procurement of currency paper warranted continuing consider­
ation of procedures which would provide better assurance as to the
reasonableness of the price paid for currency paper. Advertising
for bids has resulted in the receipt of bids from only one sup­
plier during the past 22 years and in the procurement of all the
paper from that supplier. The procurement contracts amount to

2



REVIEW OF PROCUREMENT PROCEDLlfES AND FRACTICES (continued)

about $2.4 million a year. In the absence of competitive bids and
cost data. the Bureau cannot resolve with certainty the reasonable­
ness of the price it pays for currency paper.

We proposed to the Director of the Bureau that consideration
be given to (1) stimulating competition, (2) obtaining or develop­
ing cost data. and 0) using negotiation procedures rather than
formal advertised awards when sufficient bids are not received to
constitute effective competition. in accordanee with the authority
contained in the Federal Property and Administrative Services Act
of 1949. The Director told us that it is his firm conviction that
the Bureau should continue to invite bids for its distinctive pa­
per requirements in line with its current procedure and that he be­
lieves that the Bureau is obtaining a quality product from a de­
pendable supplier at a reasonable price under existing procedures.

We believe that the existing need for obtaining better assur­
ance as to the reasonableness of the price paid for currency paper
warrants continuing consideration by the Bureau of this problem as
it extends the dry process for printing currency.

7. Ite.est fora change in sales practices-- In our review of cer­
tain contracts' entered frito'by the General Services Administration
for the purpose of expanding the productive capacity for nickel
and the supply of nickel available to the United States, we noted
that GSA's practice of not selling ferronickel at prices based on
the market price of nickel metal because such prices would be
less than GSA pays for the materIal. contributed to the cessation
of the sales of ferronickel to industry. As a reSUlt, Government
funds were being increasingly tied up in inventories of ferro­
nickel

I
which at September 30, 1960, were valued at $57.3 million.

In add tion, GSA was obligated to purchase additional ferronickel
at a cost of about $18 million. GSA informed us that a policy di­
rective issued by the Office of Civil and Defense Mobilization
(OCDM) prevented the sale by GSA of ferronickel at prices based
on the market price of nickel After the directive was issued,
the nickel supply situation changed drastically.

So that the Government's large and rapidly growing investment
in ferronickel inventories may be reduced, we recommended in a re­
port issued in April 1961 that the Administrator of General Serv­
ices confer with OCDM for the purpose of developing a policy which
would permit GSA to dispose of ferronickel to industry.

3



REVIEW OF CONTRACTING PROCEDURES

8. 1m rovements made in con actin fro emen 0
drugs for clinical testing--Our report dated August ,19 ,dealt
with the procurement by the National Institutes of Health (NIH),
Department of Health, Education, and Welfare, of an experimental
cancer drug under fixed-price contracts negotiated without competi­
tion or previous production experience and with no protective pro­
visions in case the prices prove to be unreasonably high in rela­
tion to actual costs. Our report contained recommendations de­
signed to reduce the cost of cancer drugs procured by the Govern­
ment for clinical testing by (1) including price-redetermination
provisions in negotiated fixe,\-price contracts and (2) establish­
ing prices comparable to the costs which would be allowable under
NIH cost-reimbursement contracts. NIH carried out both of these
recommendations in negotiating a later contract for the purchase
of the same drug.

9. Records to be maintained to serye as basis for evaluating
contractors' requests for extensions of time and waivers of ligui­
1ated damages--The records of the Street Division of the Depart­
ment of Highways and Traffic, District of Columbia Government, dis­
~losed a number of cases where contractors were granted time exten­
sions of the construction completion date and liquidated damages
were waived on the basis of contractors' statements and oral con­
firmation of the statements by the District construction engineers
and inspectors. We suggested that construction engineers and in­
spectors be required to maintain written records of all signifi­
cant events that occur during the construction of highway proJe9~~

as a basis for evaluating contractors' requests for extensions or
time and waivers of liquidated damages. The President, Board of
Commissioners, informed us in February 1961 that, pursuant to our
suggestio~, procedures had been established requiring construction
engineers and inspectors to maintain accurate records of actual
work performed on all construction projects and that records would
be kept to show all significant events that occur during construc­
tion.

10. Need for reco nitton of chan conditions in adminis e -
ing contracts--In a report issued in January 19 1 on our reviev of
certain Atomic Energy Commission (AEC) contracts for the procure­
ment of uranium concentrates, we pointed out that AEC had not
sought a reduction of the fixed unit price when it was determined
that ores would be obtained from mines involving a shorter haulage
distance than had been contemplated at the time of establishing
the fixed unit price. We pointed out also that AEC had authorized
the contractor to process ores in excess of the quarterly limita­
tion provided in the contract for the Procurement of uranium con­
centrates without obtaining an appropriate price adjustment. We
emphasized to AEC that in administering contracts the contract
prices should give effect to changed conditions bearing upon ac­
tual costs.



mIg QFCOHTMC'UJ!M. PROCIJ2WlH (continued)

11. K i io i -
~~4~0~"~~ 0 " nc n --Our review 0 cer-
ta n Atomic ergy ommission negot ated f xed-price contracts for
the procurement of uranium concentrates showed that the contracts
did not prov~de for price redetermination even though the con­
tracts were of a long-term nature--6 to 8 years--and available op­
erating cost data were inadequate for negotiating fair and reason­
able fixed prices. In two reports issued during fiscal year 1961,
we expressed the opinion that the contracts should have provided
"for periodic price redetermination in view of their long-term na­
ture and the lack of adequate operating cost data needed for nego­
tiating fair and reasonable prices.

,
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REVIEW OF CONTRACT ADMINISTRATION

12. Subcontracting procedures strengthened--Our reviews of the
procurement activities of certain Atomic Energy Commission prime
contractors disclosed various deficiencies, of which the more im­
portant were that:

1. In redetermining prices under redeterminable fixed-price
purchase orders issued to a sUbcontractor, the prime con­
tractor was not aware that the costs of certain purchase
orders issued by the subcontractor to a wholly owned sub­
sidiary of the subcontractor were based on estimated costs
that included substantial contingency allowances.

2. Fixed-priee subcontracts were issued by a contractor with­
out obtaining detailed cost information for determining
the reasonableness of the quoted prices or determining
whether. it was necessary or more economical to have the
work done on a subcontract basis.

3. Increases in subcontract prices were allowed by a contrac­
tor although no benefits accrued to the Government.

~. In redetermining prices under price-redeterminable pur­
chase orders, a contractor failed to base the negotiation
on full consideration of the vendor's actual cost and pro­
duction data relating to material and labor costs and re­
jection losses.

). Government sources of supply were not utilized by a con­
tractor. Also, adequate competition was not obtained, con­
tract default provisions were not enforced, and competi­
tion had been restricted through the widespread use of
brand names in describing the items to be procured.

These deficiencies in subcontracting procedures were brought
to the attention of officials of both the AEC Operations Offices
and the prime contractors at various times during fiscal year 1961.
As a result, the prime contractors, in most cases, revised their
procurement procedures to provide for improved negotiation of sub­
contracts.

13. Administration of contracts for technical and professional
services improyed--Our review of the administration of contracts
negotiated by the Federal Aviation Agency (FAA) for technical and
professional services disclosed (1) that contractors charged for
technical and professional services, including travel and subsist­
ence costs, for periods during which the employees assigned to FAA
to perform the services (a) were attending conventions and train­
ing and indoctrination courses or (b) were at locations other than

6



REVIEW OF CONTRACT ADMINISTRATION (continued)

FAA without prior authorization by the contracting officer
l

as re­
quired by the contract, (2) that a contractor did not prov de the
systems employees required by the provisions of an equipment
rental contract, (3) that the contracting officer did not approve
contractors' employees prior to their assignment to FAA, as re­
quired by the contracts, (~) that the attendance records main­
tained were not adequate to assure that payments to contractors
would be made only for services performed at FAA or at other au­
thorized locations, and (5) that one contractor had made charges
for various costs not privided for by the contract. We discussed
these matters with FAA officials, and in August 1960 FAA issued in­
structions intended to correct these practices. Also, as a result
of our discussions, FAA recovered over $21,000 from contractors
for improper charges.

14. Need for disposing of open commitments under guaranteed
minimum purchase contracts--Many contracts awarded by the Central
Office of the General Services Administration for the purchase of
hand tools guaranteed the suppliers that GSA would buy specified
minimum quantities of the tools during the periods covered by the
contracts. We noted certain instances in which GSA did not issue
purchase order at the end of the contract periods for the balances
of the guarantees nor obtain the contractors' agreements to re­
lease the Government from its purchase obligations. Without some
disposition of the open commitments, GSA could be subject to
claims by the contractors at a later date.

We brought this matter to the attention of GSA officials, and,
as a reSUlt, GSA revised its contract terms to provide that,
promptly after contract expiration, the contractors will report to
GSA the unordered balances of any guaranteed minimum quantities
and that, if the contractors fail to submit such reports within a
specified period, GSA will be relieved of its obligation to pur­
chase the remaining guaranteed quantities.

7
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REVIEW OF INVEI'jTORY AND WARETlOUSIIVG PROCEDURES

15. Inventory and accounting controls established over main­
tenance supplies--The Public Health Service (PHS) hospitals at
Fort Worth, Texas, and Lexington, Kentucky, had not established
adequate inventory and accounting controls for building and other
maintenance supplies. At the time of our reviews, these supplies
at Fort Worth and Lexington had estimated val~es of $61,000 and
$40,000, respectively. We pointed out that improvements in inven­
tory and accounting controls would (1) provide management with
better data for planning future purchases and supply utilization
and for determining the cost of supplies consumed and (2) provide
better accountability for the materials. PHS officials advised us
during fiscal year 1961 that complete physical inventories of
these supplies had been taken and that related property and ac­
counting records had been or would be established.

16. Excess inventory of map paper reduced and related inven­
tory controls strengthened--The Geological Survey, Department of
the Interior, had in stock at June 30 1959, over five million
sheets of map paper, valued at about $275,000, in excess of its
requirements for 1 year. Recent usage data indicated that there
was a 7- to 18-year supply of map paper on hand for certain of the
sizes. Also, our review disclosed numerous errors in the per­
petual inventory records. We brought these matters to the atten­
tion of Survey officials who sUbsequently reduced the excess stock
by about three million sheets by not purehasing additional stock
and by cutting slow-moving sizes into smaller sizes for which
there was a greater demand. Also, we recommended that maximum and
minimum stock levels be established for all sizes of map paper and
that administrative supervision over the perpetual inventory rec­
ords be strengthened.

In December 1960 the Department advised us that the paper
stock had been further reduced and that steps had been taken to
strengthen the controls over the stock.

17. ]nventories taken by methods which produced unreliable re­
sults discontinued--Our review of the procedures followed and the
inventories taken by the General Services Administration of rUb­
ber and cordage fiber stored at two military depots showed that
the results of the inventories were of questionable value. The in­
ventories were taken by a method of computation and statistical
sampling, and the records at the depots of the quantities located
in each storage area were not sUfficiently accurate to permit com­
parison with the computed quantities. Moreover, GSA did not in­
tend to change the inventory records to show the results of the
physical inventories made in this manner. We therefore suggested
to GSA that the inventorying of rubber and fiber at military de­
pots be discontinued under these procedures. GSA subs3quently dis­
continued the inventorying and estimated that costs about
$2,100,000 were avoided as the result of this action.

8



REVIEW OF INVErITORY AND WAREHOUSING PROCEDURE~ (continued)

18. Cost of metal die stamping reduced--As a part of the re­
storage and physical inventory of metal bars in the various stra­
tegic and critical materials stockpiles, the General Services Ad­
ministration initiated a program to die stamp individual bars of
certain metals with grade markings. Because of the magnitude of
this program, involving many millions of bars and estimated by GSA
to cost up to $1,250,000, and because many of the bars could be
readily identified as to grade by the manufacturer's trade name
already imprinted on the bars, we recommended further study of
this program and suggested alternative means to be used to iden­
tify the grades of the bars. GSA accepted one of the methods we
suggested which resulted in a less costly die-stamping program.

19. Uniform system established for identifying location of
strategic materials--The General Services Administration did not
have adequate procedures relating to the preparation and mainte­
nance of records for locating strategic materials in storage at
GSA depots. As a material locator system is an integral part of
sound warehouse operations and essential for the location of com­
modities in the event of a national emergency, we recommended that
uniform procedures be developed by GSA for use in each depot where
strategic and critical materials are stored. In March 1961, GSA
issued instructions prescribing a standard locator system.

20. Control over inventory levels strengthened--Our reviews
of activities of Region 4 and of the Facilities and Material Depot,
Federal Aviation Agency, disclosed a need for better planning of
depot stock requirements. In July 1961, FAA advised us that the
need for improved management of field inventories had been recog­
nized and that the actions taken to overcome the deficiencieS in
the control of inventory levels had permitted an over-all reduc­
tion of $2.8 million in the fiscal year 1961 stock purchases pro­
gram.

21. Stock control cards to be reconciled to physical count;
obsolete and unserviceable supplies to be disposed of--Our phys­
ical count of 120 items of expendable property at two of the Bu­
reau of Mines, Department of the Interior, helium plants dis­
closed that for 60 percent of these items the stock actually on
hand did not agree with the balances shown on the related stock
control cards. We noted also that the inventory contained numer­
ous obsolete and unserviceable items. These matters were reported
to the General Manager, Helium Operations, in a report dated Au­
gust 31, 1960.

Bureau officials advised us that a physical inventory would
be taken at each plant to correct the differences between the bal­
ances shown on the stock control cards and the inventory actually
on hand and that a program to dispose of obsolete and unservice­
able stocks was being initiated.

9



mI!!M OF I.m.NTORY AND WAREHOUSING PROCWURES (continued)

22. CentrAl Of~ice and depot irvenlory records to be coorAi~
natel--General Services Administrat\Onnventory records of stra­
tegic and critical materials were maintained in detail from the
same transaction documents at both the militarl depots and the GSA
Central Office and GSA did. not periodicalll reconcile the depot
and Central Office inventorl records. At some milit&r1 depots
visited bl us, we found differences between the depot and GSA Cen­
tral Office records. We believed that, if two sets of records
were to be maintained, procedures should be established to make
sure that thel were kept in agreement. We suggested that a pref­
erable method, providing reliable information without being undul,
.burdensome, wo·~d be the use b1 the depots of periodic machine in­
ventory listings prepared from the GSA Central Office records in
Sufficient detail to enable the depots to exercise their custodial
duties; the records kept at the depots could be discontinued under
this method. We recommended that GSA consider the feasibilitl of
using the inventory 11sting method. In June 1961 GSA informed us
that it intended to furnish the depots with inventory listings for
the purpose of trying . ' the suggested method.

23. Limi~ations to be established or Federal Supply·Scbe~
1tems stocked in GSA warehouses--In prev ous reports to the Con­
gress, we commented on a practice of the General Services Adminis­
tration of stocking and issuing from its stores depots SUPpl,
items which are available to using agencies through Federal SuPpll
Schedule contractors. In view of the wide differential in operat­
ing costs between the stores depot and Supply Schedule methods of
suppl" we recommended that GSA examine its policl with respect to
storage and issue with a view to reducing to a minimum the volume
of warehouse deliveries of Schedule items, particularl, where
large-quantit, orders are involved without any indication of·ur­
gent delivery requirements to justifl the more costly method of
handling through the stores depot.

GSA Officials informed us in November 1960 that there were ad­
vantages to the dual method of SUPpll but that, to prevent abuses,
GSA planned to establish precise quantitl or dollar-value limita­
tions for Schedule items included in GSA warehouses and to develop
procedures to be followed bl regional offices for enforcing the
11mitations •



REVIN' OF PROPERTY MANAGEMENT ACTIVITIES

24. Procedures for reporting and disposing of excess property
improved--Our review of selected activities of the Southern Utili­
zation Research and Development Division, Agricultural Research
Service, Department of Agriculture, disclosed an accumulation of
property no longer required by the Division. In our August 1960
report to the agency, we recommended that the Division (1) review
the property management practices of individual laboratories to
determine the adequacy of the reporting action taken with respect
to excess property and (2) take timely action to circularize or
dispose of excess property reported. The agency advised us that
procedures for reporting and disposing of excess property have
been revised to implement our recommrndations.

25. Supplies and equipment in excess of needs disposed of-­
Substantial quantities of supplies and equipment on hand at
June 30, 1960, at the Weather Bureau, Department of Commerce, were
greatly in excess of the Bureau's current or anticipated needs.
Certain technical supplies on hand appeared adequate to meet re­
quirements for about 10 years. Also, the Bureau had in storage
considerable quantities of property, acquired from other Govern­
ment agencies at no cost, that was surplus to the Bureau's needs.
Some property items had been on hand for over 7 years and were
still in the original packing crates. Certain of the property had
been transferred among at least three warehouses since its acqui­
sition.

At our suggestion, the Bureau instituted a prOgram in fis.ca1
year 1961 for the survey and disposition of excess and obsolete
equipment. This program resulted in the disposal of equipment
valued by the Bureau at $500,000 and the release of 7,000 square
feet of rental space for other use.

26. Procedures adopted to eliminate duplicate receiving runc­
tions--Supplies purchased by the Weather Bureau, Department of
Commerce, were delivered by the manufacturers to the Bureau's
storeroom where they were counted and inspected for breakage; re­
shipped to the instrumental engineering division, about 2 miles
from the location of the storeroom, where they were recounted,
tested, and accepted; and then sent back to the storeroom where
they were again counted and put into stock.. Among the supplies so
handled were such common-use items as pliers, wrenches, screw­
drivers, and padlocks.

To eliminate unnecessary handlin~ and shipping costs, we sug­
gested in April 1961 that the Bureau (1) estab~ish acceptance cri­
teria for receipt of purchases so that items requiring inspection
only could be accepted at its storeroom, (2) determine at the time
purchase orders are issued which items require testing and have
them shipped directly from the manufacturer to the location of the

11



REIImi 0URO...fE1iTY ~lA1JAGEMEHTACTIVITIES (continued)

instrusental engineering divisiol1, and (3) trrolsfer the receiving
function or the instrumental engineering division to the procure­
ment and supply section of. the administrative operations division.
The Bureau ~oncurred in our suggestions and advised us that action
had been taken to streamline receipt and testing of purchases.

27. Deficiencies. in accounting for ofnce furniture and.equip­
ment to'be corrected--In our review of accounting for office furni­
ture and eqUipment in .the Bureau of 01d.-P.ge and Survivors Insur­
ance (BOASI), Department or Health, Education, and Welfare, we
found that (1) accounting procedures fer recording acquisitions
did nnt ~stablish financial control over pr~perty, (2) property
disposals were not recorded promptly in th~ general ledger prop­
erty account, (3) detailed records of office furniture and equip­
ment were not reconciled to the general ledger property a;:!count,.
(4) physical inventories were not taken periodically, and (5) cri­
teria for determining which pr~perty items are to be capitalized
and which are to be treated as expense when acquired were not nor
sufficiently clear and were susceptible to inconsistent appl1ca-.
tion and interpretation. Similar defic~encies had been discl03ed
by an interagency survey team in 19~, and, although BOASI's in­
vestment in ofrice furniture and equipment had increased by about
$7.1 million since that time, no significant changes had been made
in its property accounting procedures and practices.

These deficiencies were commented on in our report to the Con­
gress in May 1961. Agency officials advised us that sub~equ~nt to
our review a work group had been established to review property
accounting in BOASI with the objective of instituting procedures
that would achieve adequate financial control over acquisitions
and correct the other deficienci~s noted in our report.

28. Equipment repair program to be improyeq--It appeared that
certain repair work performed by the Weather Bureau, Department or
Commerce, had not been economically justified, timely repairs of
equipment had not been made, and items were saved for repair that
shculd have been disposed of. The records of the Bureau were not
sufficiently accurate or complete to properly evaluate the economy
of its repair program, and reports on costs of repairs did not in­
clude all material and labor costs. In addition, a sizable inven­
tory of equipment to be repaired was on hand with some items hav­
ing been in a repair category since 1952. It appeared that the Bu­
reau had several years' supply of certain types of repairable
equipment on hand. In many instances, unnecessary costs had been
incurred for handling and transporting damaged equipment that
could not be repaired and had to be scrapped. We suggested in
April 1961 that the ~ureau (1) install a cost-finding system to fa­
cilitate comparison of the cost of in-shop work with the cost of
work by contract or the cost of purchasing a new item and (2)
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REVIEw OF PROPERTY MANAGEMENT ACTIVITIES (continued)

establish guidelines for use of Washington and field office techni­
cal personnel in determining when to dispose of equipment not con­
sidered to be worth repairing. The Bureau informed us that it had
accepted our suggestions and was putting them into effect.

29. Need ,to Astablish more effective cgntrols oyer property-­
The National Institu~os of Health, Department of Health, Education,
and Welfare, did not have effective controls over nonexpendable
property inasmuch as (1) it had difficulty in obtaining compliance
with prescribed procedures fOr property management, (2) the gen­
eral ledger account did not provide independent accounting control
over property transactions, and (3) the property records were in­
complete. Also, NIH had not established accounting controls over
substantial stocks of supplies and materials. -

Our report issued in May 1961 included a number of proposals
to NIH designed to promote more effective control over both nonex­
pendable and expendable property, including the taking of physical
inventories and the establishment of independent accounting'con­
troIs. In addition, we recommended that NIH (1) include nonperma­
nent fixed equipment in the physical inventory of, and the account­
ing controls to be established for, nonexpendable property and des­
ignate a custodian for this class of equipment and (2) develop a
reliable record of interchangeable accessories to basic equipment
in its custody.

While NIH generally concurred in our findings and took some
corrective action, considerable work remained to be done at
June 30, 1961, in order to establish more effective controls over
nonexpendable property.

-30. More effective action needed to identify excess property--,
The National Institutes of Health had not taken adequate action to
identify property excess to its needs and to make such property
available for use elsewhere or for disposal, as required by sec~

tion 202 of the Federal Property and Administrative Services Act
of 19~9.

We recommended in our report issued in May 1961 that, to mini­
mize expenditures for property elsewhere in HEW and the Government,
NIH take effective action to identify property excess to its
needs. NIH believes that much remains to be done to improve the
excess property situation but that the establishment of an exten­
sively revised property management program will help to alleviate
the problem.
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REVI~N OF MOTOR VEHICLE ACTI?ITIES

31. Steps taken tg increase vehicle ut111zatlon--We reported
to the General Ser.vices Administration that a number of GSA motor
pool vehicles in five of the six regions w~ visited were driven
sUbstantially fewer miles then the minimum annual utilization
standards established by GSA for the vehicles. On the basis of
our findings, we concluded that GSA should make regular and system­
atic analyses and evaluations of vehicle utilization by customer
agencies and that a positive and effective program was needed for
rotating vehicles amoHg using agencies where feasible.

We were inf~rmed by GSA in December 1960 that instructions in
the Motor Pool Operations Handbook were being expanded to provide
more detailed guidelines for reviewing the utilization of inter­
agency motor pool vehicles and for implementing improved vehicle
rotation programs.

32. Use of Government-owned service station facilities empha­
sized--In our review of selected interagency motor pool systems
operated by the General Services Administration, we found in two
GSA regions that Federal agencies to which motor pool vehicles had
been assigned were purchasing gasoline and oil for the vehicles
from privately owned service stations when the purchases could
have been made conveniently and at lower prices from Government­
owned service station facilities.

Following our inquiries into this matter, GSA advised us in
May 1961 that vehicle users were being encouraged to use
Government-owned service station facilities whenever available ar~

that appropriate ~nstructions would b~ contained in a uniform Mo-­
tor Pool Operator's Packet which was to be placed in all veh1cl!s.-33. Deficiencies in operating practices of District of Colum-
bia Department of Highways and Traffic to be corrected--Our review
of selected operations of the Department of Highways and Traffic,
District of Columbia Government, disclosed various deficiencies in
the operating practices. The more important findings were that:

Two automotive repair shops eqUipped to do similar work
were maintained as independent units in the same building.

An increase in the size of the motor 'vehicle fleet due
to acquisition of vehicles as surplus property was not shown
in the budget justifications requesting funds for replacement
of vehicles.

Twenty-one of 49 passenger-carrying vehicles were driven
only 2,000 to 5,000 in one fiscal year, indicating that vehi­
cle assignments were not based on a sound evaluation of need.



REVIEW OF MOTOR VEHICLE ACTIVITIES (continued)

Various motor vehicles were repaired at costs which were
high in relation to the value·of the vehicle. In several in­
stances vehicles, after having been extensively repaired,
were sold or exchanged for new ones before it was possible to
derive any benefits from the costly repairs.

Stock room inventories of materials and supplies were in­
adequately controlled and safeguarded and related inventory
records were inaccurate and incomplete.

We were advised by District officials in February 1961 of the
actions taken or to be taken which were generally consistent with
our proposals for corrective action.

34. Need to review utilization of general-purpose vehicles-­
Some general-purpose motor vehicles in the 1st and 12th Coast
Guard Districts had low mileage utilization compared with the
minimum-use standards established by the General Services Adminis­
tration, and it seemed to us that the Coast Guard could realize
substantial savings in vehicle replacements and operating costs by
ascertaining and disposing of any excess vehicles and by rotating
vehicles. In May 1961 we recommended procedures for reviewing ve­
hicle utilization, by reference to minimum-use standards 1 and for
rotating vehicles. The Commandant advised us in June 19b1 that,
because of the nature of the Coast Guard's activities, minimum-use
standards would have to be SUbject to so many qualifications and
justifiable exceptions that they would be virtually useless but
that semiannual reviews of vehicle usage at both the district and
headquarters levels would possibly serve to weed out underused and
apparently excess vehicles. He informed us that consideration was
being given to establishing a policy requiring rotation of vehi­
cles.

15



uno QF CHARGES FOB GQVEBflMENT:-FlllIl!I.§!1RiD SERVIcB§

3~. C~~t ~5 G~V~~~~~-~~ed ~~ce to be considered in lstAQ­
~18hlng te t : c r I set es--The Food and DrUC Admin-
istration Department of Health, Education, and Welfare, did not
consider lhe cost of Government-owned space occupied by personnel
perforaing certification services, When establishing tees charged
users ot the services. Such costs to the Government amounted to
about .~,ooo a year. We proposed (1) that the cost of space be
included When fees for the certification services are established
and (2) that a transfer be made periodically to the general fund
ot the Treasury of that portion of the feas representing the cost
of Government-owned space. We were informed in July 196Q that the
Administration would recognize space cost as an element of the
cost of pertorming certification services and that, in addition
other elements of cost such as depreciation and terminal leave 1i­
abili ty would be inCluded in the fee structure. We were infol'll8d
also that beginning in fiscal year 1961 appropriate transfer of
funds wouLd be-made to the general fund of the Treasury.

36. Chafg's for Distrlgt of Columbia prisoners in Federal
penal inut1tutlons to be based on applicable costs--Our review of
tha charges made to the District of Columbia Government by the Bu­
reau of Prisons, Department of Justice, for the custody and care
ot District prisoners accepted in Federal penal institutions
showed that the charges were not based on all applicable costs.
We recommended that the charges be based on the institutional per
capita costs plus a factor to cover the central office administra­
tive costs. The Director of the Bureau informed us that effective
April 1, 1961, billings would be made in accordance with our recom­
mendation.

37. Depreciation to be included in gost of operatlons--lhe
Coast and Geodetic Survey, Department of Commerce, was not charg­
ing depreciation of fixed assets as a cost of its operations. We
pointed out to the agency that recognition of depreciation expense
would provide management with operating cost information necessary
in the determination of prices to be charged for charts and other
publications and for reimbursable services rendered to State gov­
ernments and to private organizations and individuals. Also, as
the fixed assets of the agency constitute a substantial portion of
the resources used in its charting operations, depreciation ac­
counting is essential for full disclosure of the financial results
of these operations. Accordingly, we suggested that the Survey in­
corporate depreciation in its accounting system. We were subse­
quently advised by the Survey that an agencywide system of depre­
ciation accounting to be applied to all projects had been devel­
oped and implemented at the start of fiscal year 1962.
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REVIEW OF CHARGES FOR GOVERNMENT-FURNISHED SERYlQiS (continued)

38. Continued efforts needed to implement equttable and UDl­
.form policy of establishing adequate fees an~harges--In our re­
view of the activities of the Bureau of the eudget, Executive. Ot­
fice of the President, in promoting the establishment of adequate
fees and charges for services, property, or other resources fur­
nished by the Federal Government, we found a need for more etfec­
tive action on the part of the Bureau. The Federal Government pro­
vides many special benefits to individuals or groups by rendering
various services and by selling or leasing resources and property.
Legislation enacted in August 19~1 expresses the sense of the Con­
gress that these services shall be self-sustaining to the fullest
extent possible and authorizes each agency head to prescribe tair
and equitable fees or charges for such services. In November 1957,
the Bureau promulgated the President's policy with respect to re­
quirements for all Federal agencies to develop an equitable and
uniform Government-wide policy for making charges for the use ot
Government services or property.

Although the Bureau had made efforts to maintain surveillance
over compliance with the criteria approved by the President our
review disclosed certain specific situations which warranted more
active consideration by the Bureau, for example (1) the charging
of grazing fees at varying rates for similar types of range land,
(2) the practicability of establishing charges for meat and poul­
try inspections, (3) the absence of a uniform policy for certify­
ing, testing, and licensing activities with respect to drugs and
related products, and (4) the assessment of title fees for mining
lands which fees no longer have a realistic relationship to the
value of the land. AlSO, we noted a need for more effective
follow-up by the Bureau to assure that the responsible agencies
submit timely and useful reports of progress made toward estab­
lishing fair and equitable charges in accordance with the law and
applicable regulations.
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1lInI!t. O,r OR9ABlzATIpN

39. Duplication of dietetic organization, in certain Vtteran,
~,plt&lS e!lm1nat,d or to be e~iminated--Two dietetic organiza­
~on, each were maintained at t e Veterans Administration centers
in Kecoughton Virginia, :Los Angeles, California, and Tesple,
T.xas, resultIng in duplication of supervisory and administrative
functions. One division provided dietetic services to the domicil­
iary members and .another division provided similar services to the
hospital patients. We expressed the opinion that the duplication
of ,upervisory and administrative functions was uneconomical and
that the activities should be consolidated. In November 1960 the

·VA·informed us that the dietetic activities at Temple had been con­
solidated, and the dietetic activities at Kecoughton would be con­
solidated but that, because of the size and location of the activ­
ities at Los Angeles, separate dietetic operations would be con­
tinued.

40. Sayings coulp be achieved bY transferring certain Coast
,QuaJd fiscal functions to Navy Finance Center--In a report issued
In! une 1961 we,commented on a proposal that certain Coast Guard
fiscal and personnel functions relating to military pay be trans­
ferred to, and integrated with similar functions performed by, the
Department of the Navy at the Navy Finance Center, Cleveland, Ohio.
It had been estimated that, in addition to certain other benefits
to the Coast Guard, recurring annual savings of apprOXimately
1122,000 would result from the transfer of the fiscal functions
alone. The Commandant of the Coast Guard advised us in February
1961 that the proposal had not been adopted because the Coast
Guard vas reluctant to rely on the Navy Finance Center in viev of
the importance the Coast Guard attaches to the functions, because
of the possible effect on the morale of Coast Guard personnel, and
because of the absence of legal assurance that the Navy would not
discontinue performing the functions vhenever it considered such
action necessary or desirable. Also, the Commandant mentioned the
possibility that a broad systems study which was to be started by
the Coast Guard might result in a reduction of Coast Guard costs
to a level competitive with vhat the Navy proposed to charge.

In our report we expressed our belief that the proposal to
transfer the fiscal functions to the Navy Finance Center had merit
and we recommended that the Secretary of the Treasury give favor­
able consideration to the proposal.
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REVIEW OF FISCAL PROCEDURES

41. Action to be taken to strengthen follow-up With adminis­
trative a~encies on undeliverable negotiable checks--In our report
of June 1 , 1961, on our audits of Treasury Department regional
disbursing offices, we commented on the accumulation of a large
volume of undeliverable checks held in negotiable form and the pos­
sibility of these checks' becoming lost or misappropriated. We
recommended a periodic follow-up to dispose of checks remaining un­
deliverable beyond the maximum time limits prescribed by General
Accounting Office regulations. Also, we recommended that regional
disbursing offices be authorized to make checks nonnegotiable by
defacing them if disposition action is not taken by administrative
agencies within a reasonable length of time. The Chief Disbursing
Officer informed us that existing procedures would be revised in
accordance with our recommendations.

42. Steps to be taken to eliminate weaknesses in disbursing
controls--We reported to the Commandant of the Coast Guard in May
1961 that a large number of Coast Guard authorized certifying of­
ficers also served as agent cashiers and that the concurrent as­
signment of individuals to perform both certifying and disbursing
functions constituted a serious weakness in disbursing controls.
We recommended that the agent cashier positions be eliminated
where the disbursing functions could be performed by assistant dis­
bursing officers in Coast Guard district offices and that where
agent cashiers are necessary the functions be assigned to persons
who are not authorized certifying officers.

In June 1961 the Commandant informed us that it is possible
that there are many locations where these functions could be sepa­
rated, or one or both eliminated. He stated further that the des­
ignations would be reviewed and, wherever possible, the dual as­
signments would be separated. He informed us also that a study
would be made to determine the feasibility of transferring agent
cashier functions to the district offices.

43. Check payment and reconciliation actiI1ties to be sub3ect
to more effective internal reY1ew--At the time of our review, the
Office of the Treasurer of the United States had not fully devel­
oped plans for periodic, systematic, and independent reviews of
its check payment and reconciliation activities. Such reviews as
had been made were limited to a few single-purpose studies per­
formed by the internal review staffs of the Office of the Treas­
urer. We commented on this matter in a report issued in August
1960 and recommended that the Treasurer prOVide tor periodic re­
views of these activities. At June 30, 1961, outlines for such re­
views were being written by the Office of the Treasurer.

19



BIIJEW at :fISCAL PBOCEDtmES (continued)

4~. e c 1
ulltie~--In our report of September 0, on the audit of se-
lected central accounting procedures and records, Bureau of Ac­
counts, Treasury Department, we pointed out that the method used
in reconciling the checks outstanding account was excessively time
consuming and, in some instances, duplicated the work of the Of­
rice ot the Treasurer. We recommended a simplified reconciliation
procedure which we estimated would result in an annual saving of
almost 110,000. Although the Bureau had no iaediate plans for
eliminating the duplication 1n reconciliation functions pointed
out by us, it did adopt certain procedures which, while not identi­
cal to those we recommended, simplified the reconsideration proce­
dure to sODle extent.
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REYIEW OF FINANCING

45_ Action taken to increase interest paid to the treasury-­
Interest payable to the Treasury on net disburse.ents froa the
Small Business Administration (SBA) revolving fund accrues froa
the date SEA delivers its loan checks to borrowers; thus, loan
checks written but not delivered at the end of each aonth affect
monthly interest computations. Because of the time lag in SBA re­
gional office reporting, the amount of loan checks delivered at
month end was understated resulting in an understatement of inter­
est payable to the Treasury. Understated interest expense payable
to the Treasury from the inception of the revolving fund to
June 30, 1959, totaled $363,000.

After we brought the matter to its attention, SBA made an ad­
ditional interest payment of $363,000 to the Treasury, instructed
its regional office to report check deliveries more promptly, and
revised its instruction for computing interest expense.

46. Action taken to adjust excessive EAte, charged tor serv­
Ices financed by w~rking capital fund--In our report to the Chief,
Forest Service, Department of Agriculture, January 31, 1961, on
the review of selected activities of the Forest Service regional
office at Milwaukee, Wisconsin, we pointed out that billing rates
used in charging the various Forest Service program appropriations
and beneficiaries outside the Forest Service for services ini­
tially financed by the working capital fund had resulted in reim­
bursements to the fund considerably in excess of the cost of the
services provided. The law establishing the fund requires that
billings be made at rates approximately equal to the cost of fUr­
nishing facilities and services. Although substantial profits had
been realized by the Milwaukee regional office since inception of
the fund in 1957, the regional office increased the billing rates
in both fiscal year 1958 and fiscal year 1959. On the other hand,
our review indicated that other regional offices were apparently
undercharging for services financed by the working capital fund.

We recommended to the Chief, Forest Service, that the bases
for existing rates in the various regional offices be reviewed and
that necessary action be taken to provide for reimbursement to the
working capital fund at rates approximately equal to the cost of
services rendered as contemplated by the enabling legislation.
The agency informed us in August 1961 that, in fUrtherance of our
recommendations, standardized methods and criteria for establish­
ing billing rates for rental of working capital fund equipment
were developed and made mandatory for use by all regions as of
July 1, 1961, and that studies of rates applicable to other work­
ing capital fund services were under way.
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L.lI......... Altii.1llili (continued)

It? .kt.1Q1Lt.aklllLtSi gOJ:fll~~rrantlld ntllDt!AA Sit gash coy­
~n, Assfijjd:;nnual~;aiei abtl1ii--In prior reports to the Con­
gress on our audits of the General SUpply Fund, we comaented that
General Services Adldnistration proclldures tor recording the lia­
bility of the Government for annual leave accrulld to employees
prior to tiscal year 19~9 permitted an amount of 1141,260 to re­
main to the crlldit of the Fund although this SUII should have been
crlldited to the general fund of the Treasury.

We pointed out that although the entire leave liability
should be recorded and disclosed, retention of cash in the Fund in
an ..ount equivalent to the accumulated liability for annual leave
earned in prior years is unnecessary and inappropriate as the
funds are not needed until the employees leave the Governaent or
the total leave taken is in excess of current leave earned. We
reco_ended that GSA transfer the amount of 1141,260 to the gen­
eral fund of the Treasury. In May 1961 GSA informlld us that the
transfer had been made.

48. Ptalll1g~ or ~aking quarterly rather than monthlY adYlgcllS
to Statlls being studied--In our report, issued November 21, 1960,
on our reviews of the administration by the Children's Bureau,
Department of Health, Education, and Welfare (HEW), of the pro­
grams for grants to States for maternal health, child health, and
child welfare services, we commented on the practice of making
quarterly rather than monthly advances of grant funds to States.
This practice has the effect of prOViding States with funds in ad­
vance of their needs, of accelerating United States cash require­
ments, and of unnecessarily increasing interest cost to the
Government.

HEW informed us that it was studying the feasibility of con­
verting the smaller grant programs to a monthly payment basis.
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,*~~4~9~.~p~l~an~s~~~e~l~o~e~d~t~o~~o~~~ft=~~~~~~~~~~~~'§ d loc fo
of the inspection force of the Food and Drug n1stration (FDA),
Department of Health, Education, and Weltare, and those ot State
and local regulatory groups were not tully coordinated to protect
against practices detrimental to the consumer. Closer cooperation
at the working level was needed for the plants--about 100,OOO--sub­
ject to inspection. At the existing rate, each plant would have
been federally inspected only once every 5 years. FDA did not
have information available as to the number or type of inspections
performed by local government agencies or as to the establishments
inspected by local agencies. Moreover, FDA did not have a sched­
uled program for meeting with appropriate local officials respon­
sible for the enforcement of local food and drug laws.

We proposed that the FDA make concerted efforts to (1) assist
local governments in the development and training ot their inspec­
tion forces! (2) encourage local participation in FDA's training
program, (3) make available to local inspection groups various
types of technical information, and (4) develop cooperative work
programs with State and local regulatory groups to minimize dupli­
cation and overlapping of inspections.

In July 1960 FDA informed us that it agreed that there should
be better coordination of Federal and State and local efforts and
that plans had been developed to follow our proposals.

50. Leadership in management improvement program to be
strengthened--In a review of selected activities of the Bureau ot
the BUdget, Executive Office of the President, to improve manage­
ment in the executive branch of the Government, we noted that
greater effort was needed to provide leadership and assistance to
the executive agencies. Our report on this review was issued to
the Congress in June 1961. Although in general the Bureau had es­
tablished a framework for conducting broad improvement activities
and, over the years, had initiated action through special studies
to solve specific management p~oblems and improve operations in
the executive branch, we noted a need for (1) issuing specific
guidelines to executive agencies for the development ot effective
review systems, (2) eValuating the effectiveness of such review
systems and the adequacy of actions to achieve improvements, (3)
interchanging information on effective management techniques, and
(4) requiring periodic reporting on the progress and results of
agency improvement efforts. Bureau-officials intormed us that the
need for strengthening management improvement activities had been
recognized but that staff increases were necessary for this pur­
pose.

We also noted that the Bureau had made considerable use of
the services of outside organizations and consultants to carry out
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management studie~. Tn tAts connection, we suggested that ·the Bu­
reau consider greater us~ of Federal career personnel because of
certain advantages which would accrue to the Federal Government.
Consistent use of Government personnel would, over a period of
tille, provide the Government with a body of special1zed know~.edge

ot Government programs policies, and procedures which would be­
come a valuable asset In any continuing program tor improvement ot
management practices throughout the Federal Service.

For four of five studies which we examined, we observed that
the Bureau had not taken the necessary follow.up action or had not
fully documented any follow-up action taken with respect to carry­
ing out the recolllDlendations of the studies. We stated our belief
that the Bureau should strengthen its activities designed to real­
ize the results of such studies and to attain the desired objec­
t~ves in a ti~ely and effective manner.

At the time of our review, the Bureau advised us that. its man­
agement improvement activities were undergoing considerable reeval­
uation and that various nctions were taken or projected which were
intended to provide increased central leadership and assistance to
the executive agencies. Also, we were informed that the other mat­
ters commented upon ~ad received! or were receiving, appropriate
attention by respollsible ofticia s of the Bureau and that improve­
ments have been accomplished since our review was made.

51. Possibility of reducing costs of accounting for and dis­
tributing revenues from 011 and gas leases--The Bureau of Indian
Affairs, Department of the Interior t executes oil and gas leases
on Indian lands and collects much or the lease income. The col­
lected funds are held in trust for individual Indian landowners,
many of whom obtain the funds shortly after the income has been
credited to their account. The recording and disbursing of lease
income requires a great deal of work on the part of the Bureau, as
indicated by the several thousand leases in the Anadarko Area of
Oklahoma.

We noted that lessees were sending royalty checks directly to
the Indian lando~lers of several tribes in the Muskogee Area of
Oklahoma, resulting in saVings to the Bureau. Also, we noted that
the owners of 85 percent of the lands involved in leases we se­
lected for review in the Anadarko Area, where the Bureau was col­
lecting and distributing the revenue, were considered competent or
capable of managing their trust income without Bureau superVision.

We recommended in a report to the Secretary of the Interior
in July 1960 that, in order to further reduce the Bureau's costs,
the Commissioner of Indian Affairs make arrangements to have
lessee companies prepare and distribute individual royalty checks
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to all competent Indians. The Department advised us in October
1960 that it agreed that it would be more econolll1cal to the Govern­
ment if direct payments were made to certain of·the Indian o~ers

but that there were many aspects to this matter that must be con­
sidered before a final decision is reached and that the aattar va.
under study.
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12. Operating costs reduced through better p1onn1ng--1n our re­
viev of records of the Coast and GeOdetic survey! Department of
Commerce ve noted that radio facility charts va ued at approxi­
mately $321200 were declared ~bsolete during fiscal year 1959 and
that addU onal charts .ith a book value of about $69,000 vere ob­
solete but had not been removed from the Survey's inventory. We
noted also that the number of radio facility charts produced sub­
stantially exc~eded issues in every month in fiscal year 1959 ex­
cept January and March. Inventories of certain of the charts on
hand increased during the year by as much as 247 percent.

We proposed that, in order to reduce overproduction of charts
and minimize losses to the Government, the Survey improve its plan­
ning of production needs and dispose of the obsolete charts in
stock. We were advised by the Survey in October 196C that our pro­
posals had be~n adopted and that, as a reSUlt, the chart obsoles­
cence rate, particularly for certain aeronautical charts, had been
substantially reduced.

53. Publication of research manuscripts to be expedited--In
our review of selected activities of the Eastern Utilization Re­
search and Development Division, Agricultural Researcll SerVice, De­
partment of Agriculture, completed in September 1960, we noted de­
lays of more than 2 years in the publication of some manuscripts
covering the results of research conducted by the Division. The
publication of research manuscripts is the scientists' principal
means of bringing research results to the attention of all who can
profit by such information and of getting research results into
use.

We were informed that the delays were due mainly to the·pri~
ority of other research assignments but that pending publication
files would be reviewed and pl~ced on a current basis and that the
publication of pending manuscripts would thereafter be expedited.

54. Number of hand corrections made on nautical charts to be
reduced--In the past the Coast and Geodetic Survey, Department of
'Commerce, attempted to I~eep its stock of nautical charts current
by making hand corrections to the charts for all important changes
in aids to navigation, although stocks of charts on sale to the
public through district offices and sales agents were not kept cur­
rent. In fiscal year 1959, the agency made about 8.4 million hand
corrections to nautical charts at a cost of over $120,000. The
agency estimated that only about 10 percent of the charts are cor­
rect or corrected at the time of sale to the public.

It was our view that consideration should be given by the
agency to reducing the number of hand cor~ections made to charts,
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with the ultimate goal of printing revisions of most charts on a
regular time schedule.

The agency advised us in June 1961 that its policy on hand
correction of charts had been revised generally along the lines we
suggested and that, after a reasonable trial period, a further re­
view would be made and, if additional reductions in hand correc­
tions appeared to be warranted without compromising navigational
safety, such reductions would be made.

55. Management controls to be improved--The National Science
Foundation (NSF) lacked certain basic elements of management con­
trol generally recognized as necessary for carrying out authorized
activities in an effective, efficient, and economical manner. In
a repo~·t issued in February 1961, we recommended that well-defined
written statp~ents of responsibilities, policies, and procedures
be developed and systematically arranged in manual form for use of
NSF personnel.

We were informed in May 1961 by the Director of NSF that
steps were being taken to implement our recommendations.

56. Need to improve advance planning and method of evaluating
efficiency of design and construction work--In our review of the
Eastern Office, Division of Design and Construction, National Park
Service, Department of the Interior, which office provides archi­
tectural and engineering services, we noted a need for better ad­
vance planning of the workload of the office and more effective
measures of evaluating performance. We expressed the opinion that
the establishment of an annual man-day budget and the comparison
of actual performance with standards would enable management ·to
more effectively plan and evaluate the activities of the office.
In a report to the Director, National Park Service, in July 1960,
we recommended that the agency (1) make a study to determine the
feasibility o~ 1l3ing the annual fiscal year construction program
as a planning d0cument and (2) establish the necessary records to
be used in evaluating the activities of the office. The Depart­
ment advised us later that this and other related matters were un­
der study by two separate survey teams and that consideration
would be given to our recommendation when the findings of the sur­
vey teams become available.

57. Preparation and aUditing of certain tax returns would be
facilitated by changing dates for filing--Under current regula­
tions, the Internal Revenue Service, Treasury Department, requires
that establishments file alcohol tax returns and tobacco tax re­
turns for semimonthly periods ending on the 8th and 23d days of
each month, while other reports and records required by the

27



REVIEW OF OPERATING PROCEDURES (continued)

regulations are filed on a calendar-month basis. These split re­
turn periods complicate the reporting bl industrl and the auditing
of tax returns bl the Internal Revenue Service. In Mal 1960 we .
recommended tha~ the Secretary of the Treasury revise the regula­
tions to provide for. the filing of alcohol and tobacco tax returns
on a calendar-month b~is consistent with other reporting and rec­
ordkeeping. The Commissioner of the Internal Revenue Service in­
formed us that the Under Secretary of the Treasury had decided in
Mal 1960 that a change of reporting dates was not desirable from a
fiscal point of view at that time because it would have resulted
in an additional SIOO million lag in revenues for the 1960 fiscal
lear.

We believe that such a consideration should not necessarill
preclude desirable changes promoting efficiencl .and economy of op­
erations and from which benefits would be derived. Consequentll,
we recommended in our report issued in June 1961 that the Secre­
tary of the Treasurl revise the regulations to provide for the fil­
ing of alcohol and tobacco tax returns ·on a monthll basis consist- .
ent with the requirement for other reporting and recordkeeping.

58. Need to improve inSpections or yineries, breweries, and
tQbacco establishments--Changes in the law and regulations have re­
sulted in the elimination of most of the physical and independent
record controls formerll available to the Alcohol and Tobacco Tax
Division, Internal Revenue Service, when inspecting wineries, brew­
eries, and tobacco establishments to determine whether taxes on
wine, beer, and tobacco were paid. In lieu of using these con­
trols other techniques were included in the inspection program
but, In pursuing these techniques, the inspection force did not
genera+ll utilize industry records in the most effective manner.
We proposed to the Director, Alcohol and Tobacco Tax Division, cer­
tain measures to improve the effectiveness of the inspection pro­
gram, inclUding a revised method of conducting inspections and the
training of inspection personnel. The Commissioner of Internal
Revenue informed us in April 1961 that the agencl would attempt to
utilize these measures in the development of a more effective in­
spection program.

59- Need for strengthening contrQls oyer admission and collec­
tion practices of the District of Columbia General Hospital--OUr
review of the admission and collection practices relating to the
hospital and medical care programs Department of Public Health,
District of Columbia Government, dIsclosed various· deficiencies in
the admission and collection practices of the District of Columbia
General Hospital. The deficiencies included (1) providing hospi­
tal and medical care to many emergency patients without determin­
ing their eligibility for care at District expense and (2)nonestab­
lishment of accounts receivable for charges for hospital and
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medical care provided to (a) patients who had hospital and medi­
cal insurance coverage which would cover all or part ot the serv­
ices provided, (b) patients hospitalized as a result ot the al- .
leged negligency of others from whom compensation might be recov­
ered which is subject to a hospital lien to cover the cost ot the
care provided, and (c) patients of other jurisdictions. AlSO, the
District's collection efforts were found to be inadequate to re­
cover the cost of the hospital and medical care provided to emer­
gency patients and charges for hospital and medical care provided
to other patients. Our findings, with appropriate recommendations
for corrective action, were included in a report issued in March
1961. District officials generally concurred in our findings and
indicated that action had been or would be taken on most of our
recommendations.
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60. Utilization of surveying vessels to be increased--Al­
though about one half of the 2 million square nautical miles of
coastal waters under the jurisdiction of the Coast and Geodetic'
Survey, Department of Commerce, have not been adequately surveyed,
agency vessels based at Seattle and Norfolk were idle about
5 months of fiscal year 1959. Direct costs incurred for these sur­
vey vessels averaged about $150,000 a month during the 5-month
idle period and about $200,000 a month during the operating season.
In consideration of the substantial vessel costs incurred during
idle periods and the extent of the backlog of survey work to be ac­
complished, we proposed that the Director of the Coast and Geo­
detic Survey review the practicability of extending, at least in
part, the operating season of the Bureau's surveying fleet. The
agency adVised us in June 1961 that, as a result of its review,
the fiscal year 1962 survey program provides for expansion of the
vessel operating season to about 9 months for four major surveying
vessels.

61. Steps being taken to correct deficiencies in the adminis­
tration of industrial activities--In April 1961, we issued a re­
port to the Commandant of the Coast Guard on our review of the man­
agement of selected industrial activities at the United States
Coast Guard Yard, Maryland. Our review aisclosed an uneven work­
load stemming from faulty planning and scheduling of industrial
work and reSUlting in many fluctuations in the productive labor
force. New procedures were adopted by the Coast Guard in fiscal
year 1961 Which, if properly implemented, should result in more re­
liable planning-costs estimates for vessel overhaul and repair
work at the Yard and should alleviate one of the principle causes
of the 'uneven workload.

62. Extension of dry-dock periods for vessels would reduce
the need for overtime work--A reductIon in overtime labor costs
could be achieved at the Coast Guard Yard in Maryland by extending
the period of time that vessels are in dry dock. OUr review dis­
closed that there was sufficient flexibility in the dry-dock sched­
ules to permit extensions of vessel time in dry dock and that ex­
tending the dry-dock time probably would not result in delaying a
vessel's scheduled departure from the Yard. In April 1961 we rec­
ommended that dry-docking periods be scheduled so that, generally,
sufficient time would be available to perform necessary repair
work without the need for working overtime except in unusual cir­
cumstances. In June 1961 the Commandant of the Coast Guard in­
formed us that he doubted whether over-all economy would be
achieved by extending dry-dock periods, but that this measure
would be considered along with other factors that might produce
economies.
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63. Need for action to resolve rowin c
Pribilof Island .Tn our review of the fur seal operations an ad­
ministration of ",.. Pribilof Islands by the Bureau of Commercial
Fisheries, United States Fish and Wildlife Service, Department of
Interior, we noted that certain economic problems have arisen from
the continued increase in the native population on the Pribilof Is­
lands coupled with the leveling off of the sealing operations, the
only substantial source of livelihood for the natives. The Secre­
tary of the Interior is required by law to provide for the general
welfare of the natives. We suggested that steps be taken to alle­
viate the problem by establishing a program to encourage the relo­
cation and rehabilitation of some of the natives. The Department
advised us that it is taken action to relocate and rehabilitate
some of the native families.

We recommended in our report issued in June 1961 that, in ad­
dition to these measures, the Bureau improve the utilization of
the native manpower through better planning and decrease the num­
ber of employees brought into the Pribilof Islands during the seal­
ing season from other parts of Alaska and the other States. These
actions would help to reduce the welfare costs to be financed by
the Federal Government.
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64. Accounting system and procedures for highway construption
program revised to provide for Accumulating and claiming all recov­
erable costs--Our review disclosed that the District of Columbia'
Government was not obtaining full reimbursement from Federal funds
for all eligible costs incurred on highway construction projects
because the accounting system and procedures did not provide for
accumulating and claiming all recoverable costs. We proposed that
the District develop and install a system for accumulating all el­
igible costs incurred in connection with each Federal-aid highway
construction project and establish procedures for claiming reim­
bursement from Federal funds for all such costs. The President,
Board of Commissioners, informed us in February 1961 that action
had been taken to comply with our proposal.

'65. Deficiencies in BOASI appropriation and allotment account­
ing practices corrected--The accounting for appropriations in the
Bureau of Old-Age and SUrvivors Insurance, Department of Health,
Education, and Welfare, was deficient in that (1) disbursements
were not being recorded promptly in the allotment accounts, (2)
district offices were ordering supplies and services without know­
ing whether funds were available, (3) allotment advices to BOASI
diVisions and offices were often issued long after the start of
the allotment period, (4) certain contractual obligations were not
recorded properly in the allotment accounts, and (5) required doc­
umentary support for some obligations was lacking. We reported
these deficiencies in March 1961 to the Secretary of Health, Educa­
tion, and Welfare and were subsequently informed that corrective
action was taken.

66, Controls oyer use of appropriated funds for major building
alterations to be strengthened--The costs of major alterations to a
building at the Veterans Administration Hospital at Jefferson Bar­
racks, Missouri, were paid from funds appropriated for operations
instead of from funds appropriated for alterations. While operat­
ing funds may be used to pay the costs of minor maintenance and re­
pair, their use for major alterations circumvents the congressional
limitation placed on the amount of funds available for major alter­
ations. We brought this matter to the attention of the Administra­
tor of Veterans Affairs. In March 1961, we were informed that
steps were being taken to charge future construction work to the
appropriate funds and that the necessary adjustments would be made
between operating fund and construction fund appropriations.

67. Deficiencies in accounting system to be corrected--The ac­
counting system of the National Science Foundation was not being
maintained on the accrual basis of accounting, and adequate ac­
counting control was not being maintained over all real and per­
sonal property. We recommended in a report to the Director of NSF
in February 1961 that the accounting system be revised'to provide
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for (1) the accrual basis of accounting in accordance with the
principles and standards of accounting prescribed by the Comptrol­
ler General, (2) adequate control over all real and personal prop­
erty, and (3) distributing program costs, preparing reports, and
submitting budgets on the accrued-cost basis. We recommended also
that consideration be given to simplifying the method of maintain­
ing control over appropriated funds.

The Director of NSF informed us in May 1961 that the account­
ing system was being revised to give effect to our recommendations.

68. Changes being made to provide more meaningful financial
statements--The financial statements prepared by the Office of the
Administrator, Housing and Home Finance Agency, did not fulfill
the reporting objectives set forth in the Budget and Accounting
Act of 1950 (31 U.S.C. 66) because they did not meet the essential
objectives of ·providing (1) adequate information to management and
others and (2) full disclosure of the nature and scope of the var­
ious programs. We proposed that the Administrator, HHFA, direct
that meaningful and useful financial reports be prepared and that
official financial statements be included in his annual reports.
We proposed also that (1) a study be made to determine the precise
financial data that all levels of management could effectively
utilize and that the Division of Finance and Accounts provide such
data on a current basis and (2) the financial statements conform
to the general principles of financial reporting set forth by the
Comptroller General. The Administrator informed us in December
1960 that he would adopt most of our proposals.

69. Adequate procedures for distribution of administrative ex­
penses to be provided--Procedures for distributing administrative
expenses in the Office of the Administrator, Housing and Home Fi­
nance Agency, had not been completely formalized, were not uni­
formly applied, and were unnecessarily complex. Moreover, control
over financial reporting on budget performance was weakened since
the Division of Budget and Management, rather than the Division of
Finance and Accounts, was responsible for preparing such proce­
dures. We proposed that the Administrator assign to the Division
of Finance and Accounts the responsibility for preparing and imple­
menting formal simplified expense distribution procedures for the
Washington office and the regional offices. The Administrator in­
formed us in December 1960 that our proposal was being implemented.

70. Deficiencies in accounting procedures to be corrected--Our
review of-accounting procedures in the Bureau of Finance, Post Of­
fice Department, disclosed numerous procedural deficiencies which
resulted in duplication of effort or lack of adequate accounting
control. For example, we noted that (1) two sets of general
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ledger accounts vere being maintained to record headquarters'
transactions, (2) certain general ledger control account balances
had not bean reconciled to applicable subsidiary records, and (3)
certain statutory expenditure limitations vere·not under account­
ing control. These matters vere reported to the Department, and,
in letters addressed to us in August and September 1960, ve vere
advised that necessary corrective action had been or vould be
taken.

71. Procedures tor regarding and Q911esttng accounts receiy­
able to be simplitiwi--The procedures of the Geological Survey, De­
partment of the Interior, f.or handling accounts receivable for map
sales were cumbersome and costly. Bu.erous insignificant account
balances were maintained, and excessive collection action was be­
ing taken. At the time of our review about 8,0 receivables for
map sales were for amounts under one dollar. The Survey used ex­
tensive follow-up procedures for the collection of delinquent ac­
counts. We recommended that the Survey simplify the procedures
for· maintaining accounts receivable with insignificant balances,
encourage customers to forward remittances with their orders, and
establish less costly procedures for following up delinquent ac­
counts. The Department advised us in December 1960 that steps had
been taken to simplify both the maintenance of and the follow-up
procedures for accounts receivable and to encourage customers to
send correct remittances with their orders.

72. Need for improvements in the accounting operations of Goy­
ernment of Trust Territory of the Pacific Isl'nds--Our audit or
the Trust Territory of the Pacific Islands, Department of the Inte­
rior, disclosed a large number of errors and serious weaknesses in
the accounting policies and practices, and the financial state­
ments prepared by the Trust Territory Government as at June 30,
1960, did not present fairly its assets, liabilities, revenues,
~d costs. The Comptroller of the Trust Territory agreed to cor­
rect the errors and weaknesses which we brought to his attention.
The nature and number of these accounting errors and weaknesses,
however, indicated a serious breakdown in the accounting operations,
and our report to the Director, Office of Territories, in May 1961
pointed out the need to strengthen the administrative supervision
over the accounting operations; provide employees with suitable
training; develop an adequate internal auditing program; and have
an adequate, up-tO-date accounting manual prepared. In September
1961, the Director, Office of Territories, agreed to implement
these recommendations in an effort to improve the accounting opera­
tions of the Trust Territory Government.
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73. Excess electrical accounting ma~h1p., re1'lStd--lft our re­
view of the processing of savings bonds:; the Bureau ot Public
Debt, Department of the TreasurYt in Parkersburc, West Virc1n1a,
we noted that the work could be done with fewer electrical account­
ing machines than were being used. After review ot the machine
utilization records by the agency to ascertain Whether ant equip­
ment was excess and could be released from the rental contract,
equipment rented at an annual cost of about 17,500 was released.

74. Improved data on electrical accounting machine ut1l1ll­
tion to be proyided--In our review of electrical accountinc ma­
chine utilization at the headquarters office of the Post Otfice De­
partment, we noted that information needed to evaluate the effi­
ciency with which machines were used was not being reported to man­
agement. We recommended that the Machine Accounting Section be
made subject to a program for recording and reporting machine uti­
lization data ·and that inst.ructions be issued requiring the Ma­
chine Accounting Section (1) to check weekly activity reports for
completeness before they are released by the Section and (2) to
regularly review machine utilization records for completeness and
correctness.

We were informed in December 1960 that (1) machine utiliza­
tion data are now being reported for each accounting period, (2)
weekly activity reports of the Data Processing Section have been
improved and include all major jobs processed by the Section and
the number of hours for these major jobs (3) employee numbers and
card counts are recorded on machine utilIzation records, (4) a rec­
ord of machine downtime is now kept, and .(5) time records are main­
tained for clerical operations performed by machine and key punch
operators.
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75. §teps being taken to improve schedyliQC ot,Jnspectl!ml.
tor attainipg lore effective utilization of manpoyer.-The Internal
Revenue Service required that Alcohol and Tobacco Tax Division re­
gional personnel inspect distilled-spirits plants, W1n:~ brav-
erles, and .anutacturers of tobacco products at least 1y.
In addition, inspections of breweries for verif11ng tax payments
and testing meters were required at least quarterly. These rigid
schedules disregarded the volume of business, the conditions at
the plar!t, or the manufacturer's business history and resulted in
ine~f1c1ent use of manpower. We proposed that the Assistant Re­
glonal Commissioners (Alcohol and Tobacco Tax) be given authority
to schedule inspections of establishments as and when deemed neces­
sary or advisable on the basis of plant history and conditions,
with maximum intervals between inspections. The Commissioner ot
Internal Revenue informed us in April 1961 that he was in general
agreement vith our proposal and '.,hat steps were being taken to per­
form inspections on a selective basis.

76. Technical persoooel to be relieved ot routine property
management dut1es--Highly trained technical employees of the
Weather Bureau, Department of Commerce, were devoting 'considerable
time to (1) controlling technical equipment, (2) storing and is­
suing various technical manuals, (3) maintaining detailed records
of inventories of radiosondes and batteries, and (~) preparing
shipping instructions for deliveries to field stations. At our
suggestion, in April 1961, the Bureau agreed to relieve technical
personnel of these routine administrative functions.

77. Recommendation to reduce yse of military perSonnel in
giyl1ian-type pos1tio~--We found that a large number of civilian­
type positions in Coas"t Guard district offices were occupied 'by en­
listed military personnel, although many of the positions did not
require a military background or military training and the duties
were such that they could normally be performed effectively by civ­
ilians. We estimated that recurring annual savings of approxi­
mately '7~5,OOO could be achieved eventually through greater use
of civilian persoooel. The Commandant of the Coast Guard told us
that he agreed with the basic concept of using civilian personnel
in certain types of Coast Guard positions but that he considered
the existing assignments in keeping with best service· requirements
and that an examination ot staffing which we had recommended was
not needed. In our report, issued in June 1961, we recommended
that the Secretary of the Treasury direct an examination of Coast
Guard personnel staffing in district otfices and initiate action
to convert, to the maximum extent practicable, civilian-type posi­
tions from military to civilian occupancy.
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78. Weaknesses in payroll procedures ot By"roA» ot Hi,., ggr­
rected--We reported to the Bureau ot MineS

l
Department 0 the Inte­

rior, a number of weaknesses in its centra ottice payroll opera­
tions. The Bureau advised us in February 1961 that to correct
the reported weaknesses, (1) instructions had been ISSUed requir­
ing time and attendance reports to be maintained on a -daily basis,
(2) duplicate time and attendance reports had been discontinued,
(3) improperly granted compensatory time had been charged to an­
nual leave, and (4) errors in the computation ot accrued annual
leave had been corrected.

79. Administrative controls oyer payrolls of Geological SUrvey
strengthened--Our review of the payroll operations ot the Geologi­
cal Survey, Department of the Interior, disclosed overpayments re­
sulting from unauthorized and unsubstantiated overtime. The re­
view disclosed also a number of other weaknesses in the payroll op­
erations. The Survey informed us in May 1961 that instructions
had- been issued to provide (1) tor the accounting section to be
furnished copies of overtime approvals, (2) tor the maintenance ot
a systematic and reliable record of overtime worked, and (3) for
the verification of the overtime approvals with the overtime re­
ported on the time and attendance reports. The SUrvey intormed us
also that controls over compensatory leave earned and taken were
improved and that steps were taken to correct the other peyroll
weaknesses.
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80. internal aud§Mnc tQ be imprQytd--In repQrts issued dur­
illl the t scal year 1 on our reviews Qt internal auditilll activ­
ities in the BQstQn, New Orleans, New YQrk, and San FranciscQ CQ.p­
trQll$r Districts Qt the Bureau Qt Custoas, Treasury Department,
we c_nted on the need tQr improve.ant in (1) audit plannilll,
(2) training Qt audit statt, (3) pertQrmance and coverage Qt audit
wQrk, (~) preparation and review ot audit wQrkilll papers, and (,)
reportilll practices. The comptrollers generally concurred with
our tindings and agreed to take corrective action.

81. Ne~ tor ;trengt~pg ot interpft~ieW tunct12n--In
our audit 0 the Small BiiS ness Administrations revolviIig fund
tor loans and investments, we noted the need tor strelllthening
SBA's internal review function, the responsibility tor which was
divided between the Audit Division in the Ottice ot the Controller
and the Ottice ot Progr&m Analysis. We proposed that the Adminis­
trator, SBA, strelllthen th~ internal review function by centraliz­
illl. the responsibility tor the review ot field lendilll activities,
extending the scope of internal reviews to cover all significant
activities, and improving reporting. In November 1960 the Adminis­
trator, SBA, informed us that consideration would be given to our
recOllllendation.
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REVIEW OF AGRICULTUHAL PROGRAMS

82. Action taken to minimize acceptance of liability ror ad­
ditional insurance coverage after crop damage had occurred or the
period of damage had begun--Our review of activities of the Chi­
cago branch office of the Federal Crop Insurance Corporation, De­
partment of Agriculture, disclosed that, in some instances, re­
vised acreage reports were approved by State directors without in­
spection of the crops, although crop damage had already occurred
or weather conditions were such that the period of damage had be­
gun. Acceptance of these reports in some cases resulted in in­
creased indemnity payments.

After we brought this matter to the agency's attention, the
agency issued instructions in December 1960 to all State directors
and the Chicago branch office manager, emphasizing that, if there
is any question regarding the condition of a crop, the crop must
be inspected by an adjuster or other authorized person before re­
vised acreage reports increasing previously established insurance
coverage may be ac~epted.

83. Changes made to reduce Federal costs for white pine
blister rust control--In our report to the Chief, Forest Service,
Department of Agriculture, on the review of State and private for­
estry cooperative programs conducted by the Forest Service re­
gional office in San Francisco-, California, we pointed out that,
although an agreement with the State of California provided that
up to 50 percent of the blister rust control costs on privately
owned land could be borned by the State, the regional office had
charged less than 50 percent of- the costs to available State funds.
During the 5-year period ended June 30, 1959, costs of approxi­
mately $33,800 which could have been paid from State funds were
paid from Federal funds.

The objective of the cooperative white pine blister rust con­
trol program is to protect white pines on non-Federal forest land
from blister rust (a fungus infestation) through a united effort
of Federal, -state, and private agencies and indiViduals.

In JUly 1961 the Chief, Forest SerVice, informed us that
changes were made which were expected to result in approximately
equal charges to Federal and State funds to the extent State ~Ulds
are available.

84. Steps taken to assist in resolving right-of-way problems-­
In our compilation of findings and recommendations for improving
Government operations, fiscal year 1960, we commented on the need
for the Forest Service, Department of Agriculture, to resolve
right-of-way problems which had forced the postponement of planned
t1mbp~ sales, prevented the attainment of annual allowable cut,
and prevented the harvesting of many millions of board feet of
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RUIEW OF AGRICJ1LT!1RAL PROGRAMS (continued)

overmature and blown-down Umber ill the Snoqualmie National Forest
in the State of Washington. In our report to the Congress dated
March 15, 1960, on selected activities of the Forest Service's
Portland regional office, we recommended that consideration be
given by the Chief, Forest Service, to increased use of condemna­
tion procedures in accordance with the expressed policy of the
Forest Service to condemn when negotiations are unsuccessfUl.

In July 1961 the Chief, Forest Service, informed us that road
access procurement activities had been assigned as one of the ma­
jor responsibilities of a new division in the Portland regional Of­
fice with increased staff provided for this purpose and that con­
demnation procedures would be used in justifiable cases.

85. Ac io tot e it e co erv-
tion reserve contracts--Our review of the 19 9 conservation re­
serve program, administered by the Agricultural Stabilization and
Conservation Service, formerly the Commodity Stabilization Service
(CSS), Department of Agriculture, disclosed instances where conser­
vation reserve contracts contained rental rates and provided for
annual rental payments in excess of those authorized in the appli­
cable program regulations. These instances involved ineligible
land placed under contract, annual payment rat~s in excess of the
limitation of 20 percent of the estimated value of the land placed
under contract, and payments in excess of the $5,000 annual pay­
ment limitation.

These findings and the actions taken by the Commodity Stabili­
zation Service in response to our recommendations were reported to
the Congress in December 1959. Subsequently, in view of our find­
ings, the House Committee on Appropriations requested the Depart­
ment of Agriculture to review all conservation reserve contracts
for compliance with regulations and to recover any money errone­
ously paid. On September 8, 1960, the CSS issued instructions
that the State and county committees review all conservation re­
serve contract3. As a result of our specific findings and the sub­
sequent review of all contracts, changes were made in about
800 contracts in 38 States to eliminate payments of about $450,600
which otherwise would have been made. These amounts are in addi­
tion to the reductions of about $124,000 and recoveries of about
$9,500 reported in our prior compilation of findings and recommen­
dations for improving Government operations, fiscal year 1960.

86. Control over the identity of cotton samples classed by
the Government improved--In our review of activities of selected
cotton classing offices of the Cotton Division, Agricultural Mar­
keting Service, Department of AgriCUlture, we noted the need for
improvement in the controls over the identity of cotton samples
submitted for classification. In particular, we noted that in



REVIEW OF AGRICULTURAL PROGRAMS (continued)

many instances gin bale numbers and/or warehouse bale numbers ap­
pearing on cards accompanying the samples submitted for classifi­
cation were recorded in a manner which would permit alterations
and substitution of other cotton. Acting on our recommendation
made in February 1961, the agency issued appropriate instructions
to it3 field representatives aimed at eliminating the weaknesses
disclosed by our review.

8? Procedures for review of farm constitutions to be
~ngthene~--Our review of operations at selected Agricultural
Stabilization and Conservation Service (ASCS) county offices, De­
partment of Agriculture, disclosed a number of instances where
farms were not properly constituted and that procedures were not
established for periodic reviews of farms to ascertain whether
they were properly constituted. Farm constitution is the combina­
tion or division of land into a farm as defined by agency regula­
tions and is of significance in determining a farmer's authorized
participation in various farm programs.

In one county, for example, we noted that two farms had been
converted to other than agricultural use without the adjustment or
cancellation of cotton allotments. One of the farms had been con­
verted into a housing development but still retained a 7.2 acre
cotton allotment. The other farm had been converted into a golf
and country club without cancellation of an ll.4-acre cotton allot­
ment. Although widespread urban development was noticeable in the
county, a survey of farmland had not been made to determine the
extent to which such land was being converted to other uses and to
adjust or cancel allotments, as appropriate.

In view of the importance of farm constitution in the conduct
of the various agricultural programs, we recommended to the Admin­
is~rator, Agricultural Stabilization and Conservation SerVice, in
reports issued during fiscal years 1960 and 1961 that procedures
be established providing for systematic review of farm constitu­
tions by ASCS county offices, in order to minimize any unjust par­
ticipation in these programs as a result of changed farm cOlldi­
tions. We were advised that action had been initiated to revise
current operating instructions to further emphasize the responsi­
bility of county committees in the reconstitution of farms with
the aim of achieving a continuing review of farm constitutions.

88. Action to be taken to strengthen verification of farmers'
performance of conservation practices--Our review of agriculture
program operations at selected Agricultural Stabilization and Con­
servation Service State and county offices in Colorado, Connecti­
cut, Louisiana, and New Mexico disclosed that a sufficient number
of farms had not been inspected to determine whether the required
conservation practices had been carried out and that the inspec­
tion work had not been reviewed for accuracy by State office
representatives.



REVIEW OF AGRICULTUllAL PROGRAMS (continued)

In view of the importance of determining whether the farmers
were performing the conservation practices "for which the Govern­
ment contributed money, we brought the weaknesses to the attention
of State officials. These officials generally concurred in our
findings and informed us that corrective action would be taken.

89. Current cost data to be used in establishing cost-share
rates And adequate documentatfon to be maintalned--Cost-share
rates established for State-w "de use by the Agricultural Stabiliza­
tion and Conservation Service State offices in Colorado, Connecti­
cut, Missouri, and New Mexico were supported by cost data that
was obsolete or too limited in scope. The rates govern the Fed­
eral share of the cost incurred by farmers or ranchers in carrying
out approved conservation practices under the agricultural conser­
vation program.

The rates should be based on representative current costs.
Otherwise, they may be too low to encourage participation in the
pro~ram or so high that the farmers and" ranchers would not be mak­
ing a substantial contribution to the cost of carrying out conser­
vation practices as contemplated by regulations.

We reported this matter to the Administrator, Agricultural
Stabilization and Conservation Service, in the early part of fis­
cal year 1961. We were informed that thereafter the cost-share
rates would be adequately documented and based on current cost
data.



REVIEW OF CIVIL DEFENSE PROGRAMS

90. Improoer use of surplus property donated for civil de-
fense ur oses to correcte --Under the authority of Public
Law' 5, Eighty-fourth Congress, approved July 3, 1956, surplus'
property donated for civil defense purposes to States and local
communities is to be used for no other purpose except during a nat­
ural disaster. Our review of the surplus property program as ad­
ministered by the Office of Civil and Defense Mobilization, Execu­
tive Office of the President (succeeded by Office of Civil Defense,
Department of Defense), showed that, of 271 donations selected by
us for review, 164 donations involved items that were being used
for noncivil defense purposes.

We brought this condition to the agency's attention in April
1961 for necessary action to aohieve complianoe with the law and
pertinent regulations. The agency informed us that management con­
trols over all aspects of the program would be strengthened and
that corrective action was being taken in many instanoes.

91. Controls over Federal civil defense oontributions program
to be strengthened--The Federal Contributions Program, established
by the Federal Civil Defense Act of 1950, provides a means for the
States and their political subdivisions to obtain Federal funds
for up to one half the cost of civil defense materials, buildings,
equipment, and training. Items approved under the program are to
be for civil defense and over and above the normal requirements of
the States and their political subdivisions. The review of the
program was made before its administration was transferred from
the Office of Civil and Defense Mobilization (OCDM) to the Office
of Civil Defense, Department of Defense.

Our review showed that much of the equipment for which the
Federal Government contributed half the cost was purchased by the
applicants to meet their normal requirements, and, in these circum­
stances, there is doubt that OCDM's administration of the program
reSUlted in the increased civil defense capability intended by the
Congress. Our reviews also showed procedural inadequacies Which
reSUlted in (a) approvals of projects for normal needs rather than
for civil defense needs, (b) improper payments to State and local
governments, (c) dual Federal financing for generators under two
assistance programs, and (d) unnecessary advanoe of several mil­
lions of dollars. OCDM did not require SUfficient docusentation
for determining Whether olaims submitted for payment were proper
and did not make oomprehensive continuing reviews of program activ-
ities. .

We recommended that future approvals of civil defense projects
be suspended until adequate oriteria could be developed for govern­
ing the eligibility of the various program categories, that ap­
proved applications be reviewed in the light of these oriteria,
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Bmw OF CIVIL DROSE PROGRAMS (continued)

and that, where pertinent, ineligible portions be canceled. We
reco..ended also that procedures be revised to prevent dual Fed­
eral assistance and that a review be made of existing projects for
correcting past dual participation. We recommended further that a
system of review and reporting be established to provide necessary
follow-up on the use or items financed with Federal funds.

As a result of our review, OCDM canceled or reduced a number
of applications, obtained refunds on certain projects already
funded, and undertook a review of other questionable applications
and projects. AlsO, the agency informed us that management con­
trols over all aspects of the program would be strengthened.



REVIEW OF FEDERAL-AID HIGHWAY PROGRAM

92. Investigations of soil conditions to be improved--OUr re­
vie\-l of the highway program in one State disclosed that adequate
investigations of sllbsurface soil conditlons l which furnish essen­
tial information for estimating quantities or excavation t were not
being made. The lack of adequate investigations resulted. in sub­
stantial underestimates of required excavation work and possibly
higher unit costs for such work than might have been obtained had
the quantity estimates been more accurate. In a report issued in
October 1960, we recommended that the control of the Bureau of Pub­
lic Roads, Department of Commerce, over the Federal-aid highway
program in the State be strengthened by requiring, prior to ap­
proval of State plans, specifications, and estiill.a~es, State re­
ports of subsurface conditions with respect to all Federal-aid
highways involving major excavation or unstable terrain. The Bu­
reau informed us that steps were taken to assure adequate SUbsur­
face exploration by the state as a prerequisite to Bureau approv­
als of plans, specifications, and estimates.

93. Documentation of appraisals used in rieht-of-way acquisi­
tions to be improved--Appraisal reports and other documentary data
relating to the acquisition of rights of way by several States
were inade9-uate, or incomplete in certain respects

l
to support set­

tlements ,0/1 th property owners. The Bureau of Publ c Roads, Depart­
ment of Commerce, agreed to reexamine certain transactions in the
light of our findings or to give consideration to our findings in
examining States' final claims for reimbursement of the costs ot
particular projects; in certain instances Federal participation in
the cost of specific transactions was disallowed by the Bureau.
We were advised by the Bureau during fiscal year 1961 that its
field offices would continue to work with the States in an effort
to improve documentary support for right-or-way acquisitions and
to obtain better compliance with Bureau policies.

94. Charges.for liquidated damages to be increased--OUr re­
views of the administration of Federal-aid highway contracts by
the States and the Bureau of Public Roads disclosed that because
of apparent leniency in the enforcement or contract provisions
contractors in some States have not always been properly charged
liquidated damages for failure to complete construction work
within specified time limits. Also, inadequate rates were being
used in certain States to charge contractors for avoidable delays
in completion of contracts. As a consequency! the Fede-ral GOVSl'n­
ment and the States were not recovering the added expenses or en­
gineering supervision and other expenses· attributable to such de­
lays. The Bureau has advised us tha·t it. has instructed its engi­
neers to ascertain the reasons for unsatisfactory progress ot con­
struction whenever such condition is indicated and has emphasized
the need for enforcement or liquidated-damages provisions of con­
tracts. These instructions were included 1n a revised policy
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statement issued during fisclll yeu 1961. Those States having in­
adequate liquidated dllDlages rates have been encouraged by the Bu­
reaU to increase their rates to a level that will permit recovery
ot increased costs, and in several States the desired increases
have been arfected.



REVIEW OF WATER RESOURCES PROJECTS

9,. Progress made in oqtain1ng firm allocations of gPD'~·
tion costs of multiple-purpose vater resources deyelopl8qt prp3.
ects--For several years our reports on water resources developaent
programs have included comments and recommendations regarding the
lack of firm construction cost allocations for multiple-purpose
projects, particularly those where the Corps or Engineers is re­
sponsible for construction and operation and the Department or the
Interior markets the hydroelectric power generated at the project.
Firm allocations of construction costs are necessary to determine
the Federal investment in power which is recoverable through sales
of power. Without firm allocations of construction costs it is
not possible to make accurate provisions for depreciation and in­
terest on the Federal investment and assign such costs to the sev­
eral purposes of the projects, including power. Progress in ob­
taining agreement on firm allocations ot construction costs was re­
ported in our October 21 1960 report to the Congress on our au­
dit of the Southwestern ~ower ~ystem and related activities ot the
Southwestern Power Administration and the Corps of Engineers.
Agreement had been reached on fira allocations for all except one
of the projects in operation in the Southwestern area.



REVIEW OF ADMIN!STR~TION OF FOR~IGN ECONOMIC
AND TECHNICAL ASSIS'l'ANCE PROGRAMS

96. Annual nresentation to the Congress of proposed foreign
eCQnomic assistance programs tQ be imprQved--As a result Qf our ~'e­

view of the mutU:ll security prQgram presentation tQ the CQngress
for fiscal year 1961, we offered several recQmmendations tQ facili­
tate analysis and review Qf future econQmic aid presentations. We
recommended that the significant factQrs cQnsidered in the determi­
nation Qf aid levels for individual countries be further elabQ­
rated, in particular, that monetary amQunts be shQwn for all such
factQrs in addition to the mere statement that they had been con­
sidered. We recommended alsQ that recQgnition be given to the
pipeline Qf unexpended aid funds at the beginning and the end of
the budget year as an impQrtant factor in most aid programs which
we believe had not been adequately treated in the 1961 congres­
sional presentation.

With respect to import programs, Which constitute a major
part of United States-financed suppQrt programs, we recommended
that the overseas offices submit brief explanations in support of
principal commodity categories proposed for financing, 50 that
headquarters officials in Washington, D.C., can determine the rea­
sonableness of the proposals, and that any majQr revisions in the
proposed amounts be recorded in the ~ashington program files.

Furthermore, we presented recommendations concerning the for­
mat of the annual presentatiQn document; namely, that the Depart­
ment of State (1) include plans for terminating grant aid in fu­
ture presentations for each country receiving such aid and (2) sum­
marize in the monetary tabulations for each country and area all
costs of economic assistance, some of which had been shown only in
the specialized program books but not in the geographical presenta­
tions.

Thc Office of the Deputy Coordinator for Foreign Assistance,
Department of State, informed us in December 1960 that the respon­
sible executive agencies were generally favQrable to our recommen­
dations and that consideration would be given to them in the prepa­
ration of subsequent program presentations.

97. Consideration to be given to requiring collateral for de­
velopment loa~$ to private borrowers--For 13 of the 20 loans made
by the Development Loan Fund (DLF) to private borrowers in fiscal
year 1960, DLF did not require collateral or other security but ac­
cepted the borrowers' unsecured promissory notes or convertible de­
bentures. DLF officials informed us that the Fund generally had
not considered it desirable to require mortgage or similar secu­
rity pledges because foreign policy or other special reasons would
make it difficult to enforce such pledges in the event of default.
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We expressed the view that in those cases where the borrowers
were able to offer reasonable security, DLF would be prudent to ob­
tain such additional protection, and we proposed therefore that
the DLF management formulate a policy requiring collateral on all
private loans unless special circumstances made such a requirement
undesirable. In January 1961, DLF issued an official policy which
provides that loan officials shall determine on a case-by-case ba­
sis for each loan whether securities or guaranties are available
and needed and record their determination in the loan papers sub­
mitted to the Board of Directors for approval.

98. Administration of loans to development banks to be
strengthened--The Development Loan Fund was making increasing use
of loans to development banks which relend these funds to private
enterprises in the respective countries. To assure the proper use
of loan funds by the develcpment banks, DLF has relied principally
on certain restrictive provisions in the loan agreements and on re­
ports of loans made by the banks. In some but not all loan agree­
ments DLF provided that the banks submit their lending policies to
DLF for approval.

We recommended in our audit report issued in March 1961 that,
to strengthen its measures for overseeing the lending operations
of the banks, especially those which are newly established and in­
experienced in this field, DLF (1) require approval of the lending
policies and procedures to be followed by the banks and (2) con­
sider using the International Cooperation Administration (ICA) Mis­
sions for review of the banks' loan operations. DLF expressed gen­
eral agreement with the desirability of these measures.

99. Need for improvements in negotiation and administration
c st ctio ec ica c t --Our review made

dllring fiscal years 19 0 of selected construction and technical
service contracts financed by the International Cooperation Admin­
istratio~, Department of State, disclosed the need for improve­
ments in the negotiation and administration of such contracts.
Our findings reported to the Congress in March 1961 showed (1) in­
stances of inadequate planning prior to the award of·contracts, re­
sUlting in unreliable cost estimates and delays in the execution
of projects, (2) failure to solicit comparable proposals from sev­
eral qualified contractors, (3) extensive use of cost-plus-fixed­
fee (CPFF) contracts without protection against cost increases and
delays, and (4) the need for adequate standards governing the nego-
tiation of contractors' fees. .

During the last few years and sUbsequent to the negotiation
and award of most of the contracts examined by us, ICA revised its
contracting procedures to correct or minimize deficiencies



disclosed by congressional studies, General Accounting Office re­
views, and the agency's own review process. Also, in consonance
with amendments to the mutual security legislation, the agency
made efforts to improve planning in the area of project assistance,
which should benefit contract administration, and to use competi­
tive procedures in the award of construction contracts wherever
practicable. In addition, however, we recommended that ICA, be­
fore waiving prescribed procedures, make a more critical analysis
of all pertinent factors to avoid weakening generally recognized
rules of prudent contract administration; that, if valid reasons
necessitate use of cost-reimbursement-typ~contracts, ICA seek to
include suitable incentive and penalty provisions to encourage eco­
nomical costs and expeditious contract completion; and that ICA
provide additional and more specific guidelines and standards for
the approval of contractors' fees, giving recognition to the dif­
ferent types of services procured by ICA and including fee ranges
considered reasonable and acceptable.

ICA expressed doubt as to the feasibility of incentive and
penalty provisions in connection with CPFF contracts but agreed
with our recommendation for setting fee standards and advised that
the matter has had its continuing attention.

100. Need for improved administration of assistance program
for Iran--In our report dated June 27, 1961, we commented on sev­
eral unsatisfactory conditions in the assistance program for Iran
as administered by the International Cooperation Administration.
Our examination, which covered the fiscal years 1956 through 1960
and was a follow-up on a previous examination for the period 1952­
55, showed that some of the basic weaknesses disclosed in the ear­
lier period persisted throughout a major part of the subsequent pe­
riod.

In particular, we found that ICA and the Government of Iran
had continued cumbersome and costly administrative arrangements,
that the anticipated absorption of United States-sponsored aid
projects into Iran's regular governmental programs had not been
fully accomplished, and that several rCA-financed projects had
made unsatisfactory progress because of planning and operating de­
ficiencies. We noted that the program required more effective
over-all direction and coordination by responsible United States
and Iranian agencies and that the two countries had not concluded
a basic agreement covering the terms of the economic aid program.

rCA officials were generally aware of the deficiencies requir­
ing correction. The agency informed us· that action was being
taken to remedy some of the matters brought out in our report but,
at the same time, pointed to conditions considered to be primarily
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the responsibility of the Iranian Government. We expressed our be­
lief that the principal task faced by lCA was to develop a realis­
tic plan of action, enlist the necessary cooperation of the Ira­
nian Government, and carry out this plan with energy and dispatch.
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REVI~I OF FEDERAL GRANTS FOR SCHOOL CONSTRUCTION

101. Need for adeauate documentary proof of applicants' eligi­
bility for F~51eral school construction grants--On June 12, 1961,
we issued a report on our review of the regulations, policies, and
practices of the Office of Education, Department of Health, Educa­
tion, and Welfare, relating to Federal grants for school construc­
tion under section 305(a)(3) of Public Law 815, Eighty-first Con­
gress, as amended. This section of the law provides that school
districts are eligible for Federal grants if they can show an in­
crease in membership during a prescribed period and if they can
demonstrate that such increase results directly from activities of
the United States carried on either directly or through a contrac­
tor.

We reported that the policies, procedures, and practices of
the Office of Education permitted the approval of grants for
school construction on evidence which, in our opinion, was not ade­
quate to demonstrate that the school districts were in fact eli­
gible to receive Federal grants. We recommended to the Commis­
sioner of Education that (1) applications for assistance be ap­
proved only after school districts submit adequate documentary
proof of eligibility for grants and (2) suitable criteria, proce­
dures, and instructions be established to require a clear demon­
stration that the estimated increases in school membership, which
serve as a basis for grants, result in fact from Federal activi­
ties. AlSO, we recommended to the Secretary of Health, Education,
and Welfare that legislation be proposed which would facilitate de­
velopment of an adequate showing of eligibility by applicants for
Federal school construction grants.

REVIEW OF ADMINIS'rBATION OF BENEFIT PAYMENTS

102. Legislation enacted to reduce temporary unemployment ben­
efits paid from Federal funds to Fede~al service retirees--In our
report to the Congress, dated April 2 , 1960, on unemployment com­
pensation payments made to retired Federal employees from funds ap­
propriated to the Department of Labor, we recommended that the Con­
gress consider amending the law to provide that voluntarily re­
tired Federal employees not be entitled to Federal unemployment
compensation based on Federal service.

In February 1961, when the Congress was considering enactnent
of a temporary Federal program of extended unemployment benefits,
we were asked to furnish certain additional information on the sUb­
ject, and the pending bill, H. R. 4806, was amended to implement
our recommendation. The resulting act, Public Law 87-6, provides
that unemployment benefits payable to a claimant under the tempo­
rary program are to be reduced by the amount of any retirement pen­
sion received from an employer who is also charged for the claim­
ant's unemployment benefits. The reduction applies to retirees
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REVIEW OF ADMINISTRATION OF BENEFIT PAYMENTS (continued)

from ~rivate industry as well as to retirees trom Federal civilian
or military service. Federal old-age andsurvlvors insurahce and
disability pensions are excepted.

We estimate that because of this legislation $2 million in
Federal funds will be saved through reductions in unemployment ben­
efits otherwise payable to voluntary and mandatory civilian re­
tirees from Federal service under the temporary unemployment com­
pensation program. We do not have the data available for estimat­
ing savings on benefits otherwise payable to retired ex-servicemen
and retirees from private industry.

103. Social Securit ct amended t nc u a hab
of disabled workers--In October 19 9, we submitted a report to the
Congress on our review of selected aspects of the disability insur­
ance program administered by the Bureau of Old-Age and Survivors
Insurance, Department of Health, Education, and Welfare. Included
in the report for consideration by the Congress were recommenda­
tions for amendments to the Social Security Act which we believed
would better promote the rehabilitation of disabled beneficiaries
and would remove certain inequities in the program.

The Social Security Amendments of 1960 (74 Stat. 927), ap­
proved September 13, 1960, contained provisions that substantially
embodied the recommendations in our report, namely (1) to extend
the trial work period to beneficiaries who are under non-State re­
habilitation programs and (2) to eliminate the inequitable 6-month
waiting period in reentitlement cases.

104. Procedural deficiencies to be corrected--OUr review of
the unemployment and sickness insurance program of the Railroad Re­
tirement Board for fiscal years 1959-60 disclosed certain proce­
dural deficiencies which resulted in some persons' not being paid
benefits to which they were entitled. In establishing entitlement
to additional unemployment benefits under the 1959 amendments to
the Railroad Unemployment Insurance Act, the Board had not, in
some cases, adequately developed the creditable railroad and mili­
tary service or had not recognized certain ini'ormation already of
record, and payments due had remained unpaid. The deficiencies
were brought to the attention of the Board in the course of our re­
view and were included in our report issued in March 1961. As of
June 30, 1961, the Board had corrected two of the reported defi­
ciencies and had made reviews and test checks in regard to the
others, preparatory to taking corrective action.

105. Need for minimizing improperly prepared reports of so­
cial security earnings--In our review of the accounting for earn­
ings of covered workers, we noted that, in fiscal year 1959, the
Bureau of Old-Age and Survivors Insurance, Department of Health,
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REVIEW OF ApMINISTRATION OF BENEFIT PAXMENTS (continued)

Education, and Welfare, spent an estimated $5.8 million identify­
ing about 22 million earnings items reported improperly by employ­
ers and self-employed individuals. We suggested in a report is­
sued in April 1961 that, as a means of reducing the number of in­
correctly reported items, BOASI (1) expand its program to educate
employers and self-employed individuals as to correct reporting
practices and (2) place more emphasis on the policy of personally
contacting those employers who are known to report improperly.

Agency officials subsequently informed us that they agreed
generally as to the need for intensifying educational activities.
We were informed also that BOASI expected to be hig~~y selective
in making any additional contacts and that it would select those
employers with whom contacts would likely be most productive.

106. Need for documentary identification of applicants for so­
cial secur~y account numbers to be studied by BQASI--In a report
in April 1 1, we pointed out that the Bureau of Old-Age and SUrvi­
vors Insurance issues social security account numbers without re­
quiring adequate documentary identification of the applicant.
This practice results in the issuance of multiple account numbers
to many individuals, thus increasing the opportunity for misuse of
the social security card and the possibility of paying benefits
not authorized by law.

Agency officials recognized the need for strengthening the
control over the issuance of account numbers. The.Bureau informed
us that it planned to make a study, first of applicants in the
older age groups and subsequently of those in the younger age
groups, to determine to what extent procedures need strengthening.
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REVI~I OF VETERANS ADMINISTRATION PROGRAMS

107. Controls over veterans' education and training allow­
ances strengthened--Our revie>' '~. the education and training pro­
grams administered by the Vet"'!",{,f,,3 Administration disclosed that
within one VA region three colleges had certified to erroneous
dates on which student, commenced training for about 73 percent of
the veterans whose records we examined. Two schools had reported
erroneous training termination dates for ,0 veterans who had gradu­
ated. These erroneous dates were used in computing Veterans' edu­
cation and training allowances and resulted in overpayments to vet­
erans enrolled in these schools. We suggested that, in order to
provide better control over the amount of veterans' education and
training allowances, the VA issue clarifying instructions to all
educational institutions and VA regional offices as to effective
dates for commencement and termination of training. The VA in­
formed us in August 1960 that it had accepted our recommendation.

108. Administration of veterans' insurance program improved-­
The Veterans Administration insurance office at Philadelphia, Penn­
sylvania, did not reject within the prescribed period certain serv­
icemen's insurance applications which were not supplemented by re­
quired certificates of health. As a result, the applicants were
held in a doubtful insurance status for extended periods, a prac­
tice which could lead to controversy over entitlement to insurance
benefits arising from deaths or disabilities occurring while the
applications were pending. We recommended that applications of
servicemen be rejected when required certifications of health were
not submitted promptly or within the prescribed period of time.
In May 1961 the Manager of the Philadelphia insurance office is­
sued instructions implementing our recommendation.

109. Possibility of granting insurance to unacceptable medi­
cal risks reduced--At the VA insurance office at St. Paul, Minne­
sota, we noted an instance in which insurance was granted on the
basis of a medical application when the information in the related
physical examination report was in conflict with the applicant's
medical history contained in his insurance folder. We noted also
instances where insurance was granted without questioning altered
dates that were material for determining the applicants' eligibil­
ity for In,~rance. We brought this matter to the attention of the
Administrator of Veterans Affairs and recommended that VA proce­
dures be expanded to (1) provide for review of the insurance appli­
cants' medical histories when medical applications are processed
and (2) instruct underwriters to question altered dates on medical
applications or physical examination reports. In response to our
recommendation, appropriate instructions were issued in October
1960.
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REVI~~ OF L~~-RENT HOUSING OPER~rIONS

The Public Housing Administration (PHA) provides financial as­
sistance to local housing authorities (LHAs) in the form of loans
for development of low-rent housing projects and annual contribu­
tions (subsidies) made pursuant to annual contributions contracts
with the LHAs. The contracts provide for (1) contributions in
amounts sufficient to pay the interest and retire the outstanding
capital indebtedness of the projects over a certain period of
years and (2) reducing the annual contributions by the residual re­
ceipts, if any, from projects' operations. ThUS, the Federal con­
tributions are increased to the extent that the LHAs incur unneces­
sary expenditures or fail to realize all possible revenues.

110. De sit ewl c t t be
reduced--Potential rental revenue of about 75,000 was lost to
five LHAs because completed dwelling units in 15 newly constructed
projects were not rented promptly. Since about 750 projects pro­
viding a total of 116,000 dwelling units were under development in
the low-rent housing program at March 31, 1961, effective leasing
procedures and timely PHA assistance were necessary to minimize
the losses of rental revenue in newly constructed projects. We
proposed that PHA instruct the LHAs having projects under develop­
ment to place increased emphasis on leasing plans and objectives
during the early stages of project development in order that poten­
tial problems in leasing dwelling units can be resolved prior to
completion of construction." In February 1961, PHA informed us
that action was being taken in line with our proposal.

Ill. Maintenance of projects to be improved--Certain low-rent
housing projects of the National Capital Housing Authority (NCHA),
Which has more than 7,500 dwelling units in management operations,
were so poorly maintained that we questioned whether the purpose
of the United States Housing Act of 1937--of prOViding decent,
safe, and sanitary housing for families of low income--was being
fulfilled. Some of the deficiencies were attributable to careless­
ness or neglect on the part of tenants; others were attributable
to inadequate tenant maintenance programs and to the failure of
NCHA's maintenance staff to carry out the established maintenance
program.

We proposed that NCHA (1) establish appropriate standards for
tenant maintenance programs and (2) establish priorities for cor­
recting major maintenance deficiencies in certain projects and
take appropriate steps to raise the level of routine maintenance
in those and other projects to the extent necessary to provide ten­
ants with decent, safe, and sanitary housing and to minimize
losses of rental income when units are vacant. The ExecutiveDi­
rector informed us in March 1961 that an accelerated maintenance
program was under way to correct the cited deficiencies.
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REVIEW OF LOW-RENT HOUSING OPERATIONS (continued)

112. Deficient inventory controls to be corrected--National
Capital Housing Authority did not adequately control and account
for inventories of equipment, materials! and supplies having a
book value of about $1 million at June jO, 1960:

1. Physical inventories of nonexpendable equipment were not
reconciled with the related equipment record cards.

2. A comparison of physical inventories of about 20 catego­
ries (2 1000 items) of nonexpendable equipment at 3 area of­
fices w~th the related equipment record cards disclosed
substantial differences for 13 of the categories.

3. At 4 area offices reviewed by us, no physical inventories
had been taken for expendable equipment materials, and
supplies and inventory records of expenAab1e items either
were not maintained or, where maintained, did not show cur­
rent balances.

NCllA's Executive Director informed us in March 1961 that cor­
rective action was being taken in line with our proposals for
strengthening the controls over personal property.
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REVIEW OF ACTIyITIES UNDER THE
SLUM CLEARANCE AND URBAN RENEWAL PROGRM4

Our audit efforts during the fiscal year 1961 included a re­
view of selected activities under the slum clearance and urban re­
newal program carried out by the Urban Renewal Administration
(URA), Housing and Home Finance Agency (HHFA). The cost of this
program is generally shared two thirds by the ~ederal Government
and one third by State and local governments. Local public agen­
cies (LPAs) administer the program in each locality. The State or
local government's share of project costs may be in cash or in the
form of grants-in-aid such as construction of schools, recrea­
tional areas, or parking facilities. A proper evaluation of local
grants-in-aid is important as excessive credits therefor result in
additional costs to the Federal Government.

113. Noncash grant-in-aid credits to be recomputed or recon­
sidered--URA tentatively allowed certain noncash grant-in-aid cred­
its in the West Side Urban Renewal Project, Chattanooga, Tennessee,
which credits, in our opinion, did not meet all applicable statu­
tory or administrative requirements.

We proposed that the Commissioner, URA:

1. Reduce by $56,934 the amount tentativelY allowed as credit
for the estimated cost of land and improvements to be
added to an existing school.

2. Determine the percentage of benefits to be received by res­
idents of the urban renewal project from two parks which
adjoin both the urban renewal project and a public housing
project and disallow an appropriate part of the $85,750
grant-in-aid credit for the parks based on the benefit to
be received by the residents of the public housing project.

3. Disallow the entire estimated cost of $41,400 for land and
playground facilities to be added to an existing school
and allow only a percentage of the estimated cost if it is
later determined that the land and facilities will provide
a common playground for students of the existing school
and a school to be constructed.

URA informed us in February and March 1961 that the noncash
grant-in-aid credits would be recomputed or reconsidered in line
with our proposals.

114. Provisions to be made for sufficient standard housing
for displaced families before proceeding with relocation pro1ects-­
At the time of approving the undertaking of the Chattanooga, Ten­
nessee, West Side !Jrban Renewal Project, RUA had not, in our opin­
ion, received adequate evidence that sufficient standard housing
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REVIEW OF ACTIVITIES UNDER THE
SLUH CLEARANCE AND URBAN RENEWAL PROGRAM (continued)

would become available for the displaced families. We expressed
the opinion that the inadequate relocation of project families in
Chattanooga decreased the effectiveness of the project and was not
in conformity with the objectives of the slum clearance and urban
renewal program. We proposed that (1) before future projects are
authorized URA should be furnished adequate evidence that suffi­
cient standard housing will become available to relocate all proj­
ect families and (2) in situations similar to that in Chattanooga
URA should suspend further land acquisition activities pending the
availability of standard housing. URA informed us in February
1961 that it agreed with our first proposal and that URA require­
ments are designed to achieve its objective; also, URA informed us
that the second proposal would be considered on a case basis. In
addition, URA informed us that the Chattanooga LPA would be re­
quested to take certain actions which, in our opinion, should re­
sult in placing more displaced families in standard housing.

115. Procedures for rent collections and write-offs to be im­
oroved--The Redevelopment Authority of the City of Harrisburg,
Pennsylvania, experienced a loss of rental income because of defi­
ciencies in collection procedures and in writing off delinquent
tenant accounts. Also, the Authority did not submit its proposed
policies with respect to collection of delinquent rent to HHFA for
approval when required. A loss of rental income increases project
cost, two thirds of which is borne by the Federal Government. The
Commissioner, URA, informed us in July 1960 that he had accepted
our recommendation to disallow as an item of Project cost the
amount of rent written off by the LPA and to disallow any future
write-offs not in conformity with URA's criteria for determining
the collectibility of delinquent rental accounts. The Commis­
sioner informed us also that LPAs would be required to follow pre­
scribed procedures by URA relative to property management includ­
ing rent collections.

116. Need for reconsidering questionable credit for public
school--URA tentatively allowed the Redevelopment Authority of the
City of Harrisburg, Pennsylvania, a noncash grant-in-aid credit of
$88~,200 for the estimated cost of a public school, including an
adjoining playground. We reported to the Administrator in October
1960 that, in our opinion, the credit should not be allowed be­
cause local school officials had not determined that the facility
would be constructed or would be necessary to accommodate students
from the slum clearance and urban renewal project. We recommended
th~t the Commissioner, URA, not allow the noncash grant-in-aid
credit until the Board of School Directors determines that the new
school will be necessary and provides URA with evidence of its in­
tention to bUild the school.
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DEPARTMENT OF DEFENSE

AND DEPARTMENTS OF THE ARMY. NAVY. AND AIR FORCE

RmYIEW OF CONtRACTING POLICIES AND PRACTICES

117. Action taken to reduce incidence of noncompetitive pro­
curement--Our review of noncompetitive procurement of aeronautical
replacement spare parts by the military departments disclosed that
the departments were awarding contracts on a noncompetitive basis
when they had, or should have had, all the data necessary for com­
petitive procurement. The substance of our findings was incorpo­
rated in our presentation made May 24, 1961 before the Subcommit­
tee for Special Investigations, House Committee on Armed Services,
at its request! in connection with hearings on sole-source procure­
ments by the mllitary departments.

Our review covered 2,770 different kinds of aeronautical re­
placement spare parts which had been procured noncompetitively at
a cost qf about $106 million.

Of the 2,770 different kinds of parts reviewed, 1,675 parts
acquired at a total price of more than $66 million were not manu­
factured by the contractors with whom the Government had the con­
tracts but were completely manufactured by sUbcontractors. Total
~rices paid by the prime contractors to their suppliers were
'22 million less than the total prices paid by the Government to
the prime contractors. We determined that the prime contractors
had available to them, and frequently solicited bids from! more
than one source of supply for at least one half of· these ,675 re­
placement spare parts. In these circumstances it is obvious that
in each of the 1,675 cases there was at least one other source
from whom the part could have been bought and in more than half
the cases there were two or more other sources available.

The other items we reViewed represented 1,095 parts, acquired
at a total price of more' than $39 million, which were manufactured
partially or completely by the prime contractors. Many of these
1,095 parts purchased noncompetitive1y from the original manufac­
turer of the equipment were items for which the military depart­
ments had or should have had complete technical data with unre­
stricted right to use such data for any Government purpose, inclUd­
ing competitive procurement. We were advised by technical person­
nel of the services that they considered many of the items suit­
able for competitive procurement.

We pointed out that noncompetitive procurement, under circum­
stances where competition could have been obtained, generally re­
sults in higher prices, fosters or subsidizes inefficient and une­
conomical practices in industry, and ignores or circumvents a
basic policy of the Congress that all qualified suppliers have an
equal opportunity to compete for the Government's business. We
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REVI~1 OF CONTRACTING POLICIES AND PRACTICES (continued)

proposed to the Secretary or Derense that immediate steps be taken
(1) to avoid the practice or routinely awarding contracts on a non­
competitive basis, (2) to improve the military departments' con­
trol over and use or the technical data essential to the solicita­
tion or competitive bids, (3) to assure that contract terms relat­
ing to the Government's rights to technical data are vigorously en­
rorced, and (4) to provide speciric penalties against contractors
who rail to rurnish on a timely basis the technical data required
by the contracts.

The Assistant Secretary or Derense (Installations and Logis­
tics) advised us that the Department or Derense agreed that the
military departments were not obtaining competition to the maximum
practicable extent in the procurement or aeronautical spare parts.
He stated that the problem or noncompetitive procurement in this
area and in other areas or military procurement was of major con­
cern to the Department or Derense. He cited various programs or
the Department or Derense, already in errect or in the planning
stage, which were designed to hasten the progress or competitive
procurement and were consistent with the corrective actions we pro­
posed. Some or the programs under way have already attained some
degree or success in increasing competitive procurement. The suc­
cess or other actions taken or planned is largely prospective in
nature and their errectiveness will depend upon the manner in
which they are carried out.

118. Policy or allowing rees to contractors ror rinancing re­
scinded--Under the policy established by Department of Defense Di­
rective No. 7800.6, errective November I, 1957, contractors were
required to obtain private rinancing ror a portion or their prede­
livery costs under certain cost-reimbursement contracts. Under
this directive, the contractors were not to be paid more than
80 percent of their allowable costs until delivery or the contract
items, whereas preViously they were reimbursed for the entire
amount or their allowable costs as costs were incurred regardless
or when the items were delivered. Pursuant to the policy, under
26 contracts which we examined, the Air Force allowed contractors
additional rixed rees or about $17,600,000 to cover their esti­
mated costs or rinancing the costs to be withheld rrom reimburse­
ment prior to deliveries. We round that the cost to the Govern­
ment or contractor rinancing under these 26 contracts would be
about $8,700,000 higher than the estimated cost of direct financ­
ing by the Government and that increased costs for cOntractor fi­
nancing had been incurred by the Government under other Air Force
contracts which we did not examine. Furthermore, the records of
the Army and the Navy indicated that application of this policy to
contracts which they issued also resulted in increased costs with­
out any signiricant benerit to the Government, although we were un­
able to obtain an estimate or the additional cost.
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The Department of Defense took the position that this policy
provided an incentive for contractors to reduce their costs. We
saw no evidence to support this contention. Accordingly, we recom­
mended that the Secretary of Defense reconsider the advisability
of continuing the policy established by Directive No. 7800.6.

Subsequent to the issuance of our report on this subject, the
Senate passed an amendment to the bill for military construction
authorization, fiscal year 1961, to prohibit the incurrence of an
obligation, as fee or otherwise, for payment of any amount to a
contractor as consideration for agreeing to accept reimbursement
on a deferred basis. Although this amendment was stricken from
the bill in conference, the conferees placed the Department of De­
fense on notice that corrective action should be taken immediately.
On March 14, 1961, the Deputy Secretary of Defense ordered the re­
scission of Directive No. 7800.6 and stated that existing con­
tracts should be amended where possible.

119. Action taken to encourage use of less costly air-travel
accommodations by defense contractors--Our review of the air­
travel policies of selected defense contractors showed a potential
savings to the Government through increased use of accommodations
less costly than first-class. Although the Government's air­
travel policy, as set forth in an amendment to the Standardized
Government Travel Regulations effective June I, 1960, urges per­
sons in official travel status for the Government to use less
costly accommodations than those designated as first-class, we
found that the Department of Defense had not 'advised defense con­
tractors using Government funds to adopt a similar policy for
travel by their employees. Some contractors had voluntarily
adopted policies encouraging their employees to use less costly ac­
commodations; however, other contractors had policies which nei­
ther required nor suggested use of less costly accommodations, and
the employees of certain of these contractors ordinarily used
first-class accommodations. The extent of the savings possible
through use of less costly accommodations is indicated by the com­
bined savings of more than $1 million experienced in 1960 by only
two contractors. Since more than 80 percent of defense contracts
are awarded by negotiation, under which prices established are
based largely on actual or estimated costs, contractors' savings
in travel costs in performing Government contracts should result
in more economical defense procurement. In our report dated
June 7, 1961, we recommended to the Secretary of Defense that all
defense contractors and subcontractors be urged to use less costly
accommodations than those designated as first-class where the less
costly accommodations meet reasonable criteria for convenience,
safety, and comfort. We recommended also that the contractors be
advised that reasonableness of their travel costs would be consid­
ered in the negotiation of contract prices.
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The Department of Defense agreed that this was an area of po­
tential savings to the Government and issued instructions to the
military departments requesting that contracting officers and
their representatives encourage defense contractors to use air­
coach accommodations. On July 25, 1961, the Assistant Secretary
of Defense (Installations and Logistics) advised us that the mili­
tary departments had implemented the instructions and that as a re­
sult of these measures, as well as by direct notification to con­
tractors, the stated policy of the Government is being effectively
disseminated and applied.

120. Action taken to provide guidance as to treatment of
start-un costs in evaluating competitive prices--On May 29, 1961,
we reported a specific instance where a contractor had been
awarded a contract by the Air Force on the basis of lowest price
among the 27 cost proposals received, although, in making the
award, the Air Force had no assurance that the price proposed by
the successful bidder was in fact the lowest price. None of the
prospective contractors were required to specify (1) what start-up
costs (preproduction engineering and facilities costs) they pro­
posed to charge the Government, (2) how much of such costs were in­
cluded in the current price proposal, and (3) how much was being
deferred for recovery through future follow-on production con­
tracts. We found that the contractor which received the contract
award had included only a small part of its start-up costs in its
price proposal. The remainder ($660,000), which was equal to
about 25 percent of the original contract price, was later in­
cluded in the pricing of follow-on procurements.

Complete information regarding start-up costs is needed in
evaluating competing proposals to determine which proposal is most
likely to result in the lowest over-all cost to the Government.
Therefore, it is important that prospective suppliers competing
for contracts to produce new and complex items be required to fur­
nish information as to total start-up costs and to furnish contrac­
tual commitments as to their intentions regarding these costs in
negotiating cost or profit allowances in any subsequent contracts
that may be awarded. Accordingly, we recommended to the secretary
of Defense that appropriate guidance be provided as to the treat­
ment of these costs in evaluating competitive prices for new pro­
curements.

On July 31, 1961, the Assistant Secretary of Defense (Instal­
lations and Logistics) informed us that the Department of Defense
had adopted the principle of requiring each prospective supplier,
where preproduction costs are anticipated to be significant, to
state in its cost proposal the total amount of preproduction costs
estimated to be incurred, the portion of such costs included in
the submitted proposal, and the intentions for the recovery of the
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REVIEW OF CONTRACTING POLICIES ANQ PRACTICES (continued)

remainder. He 1ntormed us also that where a contractor states its
intention to absorb a portion of the costs; steps will be taken to
prevent subsequent recovery, through inclusion in the pricing of
follow-on contracts, of any costs it had previously agreed to ab­
sorb.

121. AQt10n taken to reduse domestic transportation costs of
shiPments destin,d for delivery outside the United States--The
Army and Navy failed to take full advantage of the preferential
freight rates available to the Government on domestic shipments to
designated Pacific Coast ports vhen the ultimate destination vas
outside the United states. We found that the procurement con­
tracts for the material involved in such shipments had been
awarded on an f.o.b. destination basis rather than on an f.o.b. or­
igin basis. As a consequence, the material was shipped on commer­
cial bills of lading at regular fright rates instead of on Govern­
ment bills of lading at the preferential rates. OUr analysis of
selected shipments ot this type disclosed instances where freight
costs of about $477,000 could have been avoided if the material
had been procured on the t.o.b. or~gin basis and shipped on Govern­
ment bills of lading. We concluded that the principal cause of
this situation was the inadequacy of the applicable provisions of
the Armed services Procurement Regulation. As the result of our
bringing these findings and conclusions to the attention of the De­
partment ot Defense, the Armed Services Procurement Regulation was
revised on May 1, 1961. The revision, it properly implemented,
vill reduce the number of shipments made on the more expensive
t.o.b. destination basis.
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REVIEW OF CONTRACT PRICES ESTABLISHED THROUGH NEGOTIATION

122. Action taken by military departments to negotiate more
equitable prices--Our reviews of negotiated contracts during fis­
cal year 1961 continued to disclose instances of excessive costs
to the Government because of the failure to give sUfficient consid­
eration to cost data and other information available at the time
the prices were negotiated. During fiscal year 1961, we submitted
12 reports to the Congress on such findings. The reports related
specific instances of excessive costs of about $14 million. The
military departments later recovered about $3 million of this
amount by direct refund or by adjustment of amounts due under the
contracts and were exploring the possibility of making additional
recoveries in other cases.

In one instance the conversion of a military construction con­
tract by the Navy from a cost-plus-a-fixed-fee basis to a fixed­
price basis may have added as much as $9.4 million to the costs to
the Government. We found that the negotiated fixed price included
(1) an allowance for administrative costs which, based on the con­
tractor's prior experience, was about $6.7 million in excess of a
reasonable estimate of the amount to be incurred, (2) an allowance
for profit and contingency which was about $2.6 million in excess
of the fee the Government would have borne had· the contract been
completed on a cost-plus-a-fixed-fee basis, and (3) certain other
overestimates of costs.

In another instance, we found that the prices proposed by the
contractor and accepted by the Air Force for the production of mis­
siles included excessive estimates for subcontract costs and a du­
plicated estimate of cost f0r tooling. We expressed our belief
that, in the light of pertinent information available at the time
of negotiation, a thorough review and evaluation by the Air Force
of the contractor's price proposals and supporting data would have
disclosed that the proposed prices were excessive. As a result of
our review, the contract prices were reduced in the amount of
$636 ,500.

In still another instance a contractor which was producing
jet engines under fixed-price incentive contracts awarded by the
Air Force had awarded firm fixed-price SUbcontracts for certain
components of the engines although a sound basis for the establish­
ment of firm fixed prices for the components did not exist. At
the time the subcontracts were awarded, the method of production
had not been determined because of uncertainty as to the availabil­
ity of tooling. Therefore, it was not known whether the
production-line method or the significantly more costly model-shop
method would be used to produce the components. Under thOse cir­
cumstances, a firm fixed-price basis for the subcontracts was inap­
propriate. The subcontractor performed the work under the
production-line method and incurred substantially lower costs than
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(continued)

the estimated costs on which the firm fixed prices were based. As
a result of our review, the subcontractor refunded $538,800 to the
contractor and the latter issued a credit to the Government for
$615,900 which included the contractor's applicable overhead ex­
pense and profit.

The departments have given serious consideration to our previ­
ous findings and recommendations and have taken action to make cer­
tain improvement. These inclUded, among other things, revisions
or the Armed Services Procurement Regulation. Two of the more sig­
nificant revisions by the Department of Defense are cited belOW.

On October 1, 1959, the regulation was revised to require
that, in the negotiation of prices for procurement expected to ex­
ceed $100,000, the contractor or subcontractor submit cost and
pricing data 1n support of the price proposal and certify that
such data is current, complete, and correct. On January 31, 1961,
the regulation was revised to require inclusion of a "price reduc­
tion for defective pricing data" cla1,!se in all negotiated fixed­
price contracts or subcontracts which are expected to exceed
$100,000, where adequate price competition is lacking. The clause
provides that the price shall be eqUitably reduced when it is de­
termined that the price was overstated because the contractor or
subcontractor failed to disclose any significant and reasonably
available cost data or fUrnished significant data which it knew or
reasonably shOUld have known was false or misleading. We consider
these and the other improvements made by the departments in their
contracting activities important steps toward strengthening their
controls over the pricing of contracts and subcontracts. In order
to test the effectiveness of these corrective actions, our fUture
reviews will be directed to contracts and subcontracts negotiated
subsequent to these actions.
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REVI~' OF CONTRACT ADMINISTRATION

123. Action taken to preclude excessive progress payments to
contractors--In our review of progress payments made on selected
ship construction contracts, we found that payments by the Navy to
certain contractors exceeded the amounts due them under the prog­
ress payments provisions of the contracts. As a consequence, the
contractors enjoyed interest-free use of Government funds. Two
contractors had had over $3.8 million of such funds for extended
periods of time. Our review resulted in the recovery of the ex­
cess amounts and in the collection of $93,000 from the two contrac­
tors for their use of the funds. Also, the Navy accepted our pro­
posals for strengthening its controls over the administration of
progress payment provisions of ship construction contractS.

124. Action taken to enforce rental provisions of contract--
A contractor proposed and the Air Force accepted a lower rate of
rental for the contractor's commercial use of Government-owned fa­
cilities than the rates established in the contract. Although the
contract prOVided specific rates to be applied to the various
classes of facilities, the rate proposed by the contractor and ac­
cepted by the Air Force was a composite rate which favored the con­
tractor. As a result of our review, an additional rental of
$216,800 was collected for prior periods and agreement was reached
to conform with the contract provisions for rental in subsequent
periods.

125. Need to assure timely delivery of adequate drawings by
contractors--The consequences of failure to require a contractor
to make timely delivery of adequate draWings were presented in our
report submitted on January 10, 1961. The Army had awarded a con­
tract for the development of a semitrailer and for the delivery of
certain related draWings and engineering data. However, the Army
failed to control adequately the delivery, review, and correction
of the draWings and engineering data to assure their suitability
and timely availability for subsequent procurement of the semi­
trailers. As a consequence, the Army was not in a position to in­
Vite competition. The contractor who developed the item was there­
fore considered the sole-source producer and was awarded the first
production contract on a negotiated fixed-price basis.

After the draWings and engineering data became available, an
additional quantity of semitrailers was procured from another sup­
plier under formal advertising procedures at a substantially lower
price. On the basis of our review of these transactions, we con­
cluded that the cost to the Government under the first production
contract was about $875,000 greater than it would have been had
suitable technical data been ava~lable for procurement under for­
mal advertising procedures and had such procedures been used in
awarding the contract.
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REVIEW OF CONTRACT ADMINISTRATION (continued)

We recommended that the Army bring our findings to the atten­
tion of contracting officers to emphasize the need for close sur­
veillance of drawings during the progress of development contracts
in order to assure that the draWings are suitable and available on
a timely basis for use in obtaining competition in subsequent
procurements.
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REVIEW OF STOCK CONTROLS

126. Unnecessar procurement or 6 m ion w of a c in-
deI'S averted--A report submitted on June 30, 1 1, presented our
findings on the review of a planned procurement program of the
Army to replace its compressed gas cylinders with new cylinders of
a higher capacity. We found that the Army planned to procure an
estimated ~~6 million worth of such cylinders for the unnecessary
replacement of good cylinders then in stock or in use without hav­
ing made an evaluation of the limited benefits of the replacement
in relation to the estimated $6 million procurement cost. At the
time of our review, initial procurement under the program had been
approved in the amount of $2 million and disposal action was in
process with respect to 20,612 cylinders valued at about $7~9,OOO.

Under the circumstances, we questioned the need for the
planned procurement and concurrent disposal. Following our in­
quiry, the Army canceled the planned procurement program, recov­
ered 15,139 cylinders valued at about $549,000 from disposal, and
reestablished the lower pressure cylinders on hand for lmlimited
use throughout the supply system. In addition, the Army took cer­
tain procedural and reorganizational actions to clarify responsi­
bility, strengthen control, and provide for better supply planning.

127. Action taken to improve control over Government-owned
spare parts in the hands of aircraft en.gine overhaul contractors-­
We found that the San Antonio Air Materiel Area (SAA~~), Depart­
ment of the Air Force, did not have adequate accounting control
over its stocks of spare parts in the hands of contractors for the
contractors' use in overhauling· aircraft engines for the Air Force.
At the time of our review there were about $1.4 million worth of
Government-owned spare parts in the possession of contractors,
Which, because of deficient reporting by the contractors, were not
reflected in the records of SAAMA. As a consequence, SAAMA pro­
cured about $456,000 worth of parts in fiscal year 1959 and
planned to procure about $441,000 worth of parts in fiscal year
1960, which were not needed. OUr disclosure of the unrecorded
stocks resulted in cancellation of the $~41,OOO planned procure­
ment for fiscal year 1960 and in action to strengthen control of
Government-owned stocks in the hands of contractors. Corrective
measures taken by SAAMA included clarification of gUidelines for
contractors' use in preparation of reports on status of stocks and
establishment of procedures to provide for verification of the ac­
curacy of contractors' reports and for surveillance of s~ocks in
contractors' hands in relation to contractors' requirements.

Although the Air Force took action to remedy the deficiencies
we found at SAAI1A, we recommended that the Secretary of the Air
Force bring our report to the attention of all Air Force Air Mate­
riel Areas in order to avoid overstatement of requirements anel un­
necessary purchases in other Air Materiel Areas.
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REVlBN OF STOCK CONTROlS (continued)

128. Action taken to improve supply suoport of aircraft--Our
review of supply management activities of the Marine Corps Air Fa­
cility, Iwakuni, Japan, Department of the Navy, disclosed that
25 to 50 percent of first-line fighter aircraft of a Marine air­
craft wing were grounded for lack of parts and that a relatively
high percentage of all types of aircraft assigned to the wing were
similarly out of commission because parts needed to keep them in
operating condition were not available in the supply system in Ja­
pan. Some essential aircraft parts had been out of stock for peri­
ods ranging from 9 to 22 months. We proposed to the Navy that a
study be made to determine what action could be taken to remedy
the causes for shortages of necessary parts.

The Assistant Secretary of the Navy (Materiai) informed us
that subsequently the Commander, Naval Air Forces, Pacific Fleet,
in conjunction with the Commanding General, First Marine Aircraft
Wing, and the Aircraft Material Office, Oakland, California, had
developed a system for providing better guidelines for the initial
outfitting and subsequent replenishment of spare parts. He stated
further that the Commander, Naval Air Forces, Pacific Fleet, had
initiated a thorough survey relative to stock levels and requisi­
tioning channels for aeronautical material for Navy and Marine
Corps activities in the Western Pacific and that this survey would
be coordinated with the responsible bureaus of the Navy and the
Aviation Supply Office.

129. Need for centralized management control of idle produc­
tion equipment within the Department of Defense--We reviewed the
management of idle production equipment within the Department of
Defense. This equipment consists of machine tools and related
items costing in excess of $1.5 billion held in general reserve or
in place in stand-by lines. The primary objective of our review
was to examine into the adequacy of efforts to avoid unnecessary
procurement of new equipment by redistributing and utilizing exist­
ing idle equipment.

Our test of a limited number of current purchases disclosed
that the military departments had purchased new items of produc­
tion eqUipment costing over $700,000 without having considered
suitable and available idle equipment on hand in the other depart­
ments. One of the contributing factors was the use of different
ident~fication numbering systems for common-use items, which inter­
fered with the interservice utilization of available equipment.
We found also that unnecessary administrative costs were being in­
curred because there were four independent organizations and numer­
ous supporting activities performing the same or similar manage­
ment functions. Consolidation of these organizations and activi­
ties could be expected to effect significant reductions in adminis­
trative costs Which exceed $3 million annually.
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REVIEW OF STOCK CONTROLS (continued)

Although the Department took certain measures to improve man­
agement of this equipment, we believe that centralization of the
responsibilities and functions would result in more effective and
economical management. Accordingly, we proposed to the Secretary
of Defense that the responsibilities and functions be reviewed and
evaluated to determine the manner and means whereby centralization
under his direction and control could be effected. The Assistant
Secretary of Defense (Installations and Logistics) advised us on
February 21, 1961, that a departmentwide study of the management
of production equipment, including special consideration of cen­
tralized management, would be undertaken. He stated also that our
suggestions for interim management improvements either had been or
would be adopted.

130. Need for stronger accounting and reporting control over
replacement equipment in the Air Force--We found that millions of
dollars' worth of replacement equipment, used in performing sup­
port functions of individual Air Force organization missions, was
needlessly purchased in fiscal year 1960 because the Air Force did
not have an effective means of knowing the quantity and location
of the equipment it already owned. Our review was limited to
about 1 percent of the items and 12 percent of the value of the
$2.8 billion inventory reported. We established that about
$16~ million worth of items had not been included by using organi­
zations in the inventory reports used in computing their require­
ments or otherwise accounted for. We estimated that the purchase
of over $6.7 million worth of replacement equipment in fiscal year
1960 could have been avoided and that the planned purchase of an­
other $20.8 million worth, on which procurement was deferred prin­
cipally for lack of funds, could have been eliminated had the Air
Force maintained effective accounting control over the equipment
procured and received in the supply system. Because of our find­
ings with respect to the items we examined, we expressed our be­
lief that, with respect to the items not covered in our review,
there was substantially more equipment unaccounted for and substan­
tially more unnecessary procurement.

The Assistant Secretary or the Air Force (Materiel) agreed,
generally, that the results of the system for reporting on replace­
ment equipment were incomplete and inaccurate and did not ade­
quately provide a basis for computation of equipment procurement
requirements. He informed us on M~y 5, 1961, or a number of ac­
tions, taken or proposed following our discussion of the problem
with Air Force officials, which· in the opinion of the Air Force
should materially alleviate the deficiencies in the reporting sys­
tem. The success of the actions taken, as well as those planned,
was largely prospective in nature and their effectiveness will de­
pend on the manner in Which they are carried out.
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REVIEW OF PROCEDURES FOR DETERMINING SUPPLy REQUIREMENTS

131. Action taken by the Navy to make more reliable determina­
tions of its n6eds for electronic eguipment--In a report issued on
January 31, 19 1, on our review of the Navy's supply management of
electronic equipment, we presented our findings of weaknesses in
the management of expensive aeronutical electronic equipment.
The Navy was overstating its requirements for such equipment by
many millions of dollars because of deficient procedures for com­
puting needs and unsatisfactory accounting control and reporting
of equipment on hand. This resulted in the purchase of more equip­
ment than was actuall¥ needed. Also, the Navy was holding equip­
ment valued at about 17.5 million in a reserve status for unneces­
sarily extended periods, thus preventing the use of the equipment
to meet current needs. As a result, supply support was affected
to the point that some aircraft were not fully equipped for their
missions.

Prior to the issuance of our report, we brought our findings
and our proposals to correct the deficiencies to the attention of
Navy officials. The Navy took prompt action to review all major
electronic programs to determine whether its stated requirements
were valid and, as a result, canceled plans to procure about
$8.8 million worth of equipment and released from reserve status
about $7.5 million worth of equipment for which the original need
for reservation no longer existed. The Navy also expressed the be­
lief that certain supply management improvement programs already
initiated or in the planning stage would, when fully operational,
correct the basic deficiencies in supply management control.

After the issuance of our report, the Assistant Secretary of
the N~vy(Installationsand Logistics) reported to us on June 1,
1961, the progress being made in the several supply management im­
provement programs and stated that aggressive and positive steps
were being taken, including interim measures, to make the programs
effectively operational at an early date.

132. Action taken by the Army to improve rellability of stock
regulrements determinations--The United States Army Signal Depot,
Ascom City, Korea, significantly overstated its stock requiremen~s

and, as a consequence, ordered from the continental United States
SUbstantially more ma~erial than was needed to provide adequate
supply support. We found that the depot (1) ordered new units of
stock to replace unserviceable units even though the total stock
position did not warrant such replacement, (2) based its stockage
objectives on the Army's world-wide average replacement factors
rather than on its own demand experience, (3) failed to meet its
requirements for end items and components by assembling available
components and parts or repairing unserviceable stocks on hand,
and (4) failed to consider reserved stocks on hand. After we
brought our findings to the attention of depot officials, they

72



REVIEW OF PROCEDURES FOR DETERMINING SUPPLY REQUIf!RiENTS
(continued)

canceled unfilled orders on the continental United States for
about $2.1 million worth of material identified as excess to re­
qUirements of the depot. Also, the depot took action on our pro­
posals for improving the procedural aspects of its requirements de­
terminations. In a letter dated January 10, 1961, the Assistant
Secretary of the Army (Logistics) stated that, as a part of the
Army's program for improvement, supply specialists had been fur­
nished to the Far East and that the United States Army, Pacific,
had been given the responsibility for directing the logistics pol­
icies and operations throughout the entire command.

The United States Army Japan Depot-Complex, Sagami, Japan,
similarly overstated its stock requirements. We found that, be­
cause of inadequate review and analysis of the basic data used in
the determination of stock requirements and the failure to conduct
frequent periodic reviews of the requirements to assure their con­
tinuing validity, requirements were overstated by about $2.2 mil­
lion and stocks valued at about $775,000 were being reserved or re­
tained to fill requirements which no longer existed. During the
course of our review, we brought these findings to the attention.
of depot officials and presented our suggestions for improvement
in the existing procedures. As a result, the depot officials can­
celed $1.7 million worth of orders on the continental United
States, released $775,000 worth of reserved stock for unrestricted
use, and took steps to implement our suggestions. In a letter
dated July 29, 1960, the Assistant Secretary of the Army (Logis­
tics) stated that the Commanding General, United States Army, Ja­
pan, had been directed to take aggressive review action to assure
that the corrective actions initiated at the depot are effectively
implemented and that the Commanding General, United States Army,
Pacific, had also instituted aggressive command action.

133. Action taken by the Marine Corps to make more reliable
determinations or its needs fOf aircraft spare pirts--OUr'revlew
of supply management activities of the Marine Corps Air Facility,
Iwakuni, Japan, disclosed that the Facility had requisitioned air­
craft spare parts which were excess to its reqUirements. Some of
the spare parts on order were for support of aircraft which were
no longer assigned to the Facility. The requirements determina­
tions as computed by the Facility were based, in many instances
on (1) stock-level objectives which were overstated and were no!
being periodically reviewed and revised in response to changes in
number and type of aircraft to be supported and (2) inVentory rec­
ords which were not being periodically verified by physical count
of stock and were therefore unreliable. At thetil!l8 we were con­
ducting our review, the Facility made a comple~e physical count of
aircraft spare parts on hand and found that the recorded inventory
($4.9 million) was less than the physical inventory ($6.2 miilion)
by about $1.3 million.
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JlEYIElLOF PRQCEQID!F§ FQR D§Ak)RKINlliG SupPLY aeoUIJl&jMENTS
1COiitInuedl

We brought our findings and proposals- for corrective measures
to the attention of officials of the Facility and

l
as a result,

prompt action was takan to cancel unfilled requis tions for about
11.2 million worth of spare parts, to reduce stock-level objec­
tives by about 1,00,000, and to implement our proposals for correc­
tion of the defiCiencies in procedures.
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REVIEW OF INTERSERVICE SUPPLY

13~. Action taken to use existing excess vehicles in lieu of
procurement of new vehicles--We found that" the Air Force had estab­
lished a requirement for 238 commercial-type electric and tele­
phone line construction trucks while at the same time military­
type trucks designed to perform the same basic purpose were avail­
able for transfer from the Army. Prior to any action to meet the
requirement, we advised the Air Force of the existence of the Army
trucks and the Army offered to make the vehicles available to the
Air Force. However, the Air Force and the Army failed to agree on
the financial terms for transfer of the vehicles and the Air Force
procured from a commercial source 63 vehicles, at a cost of about
$365,000, as the first increment of the total requirement.

We recommended to the Secretary of Defense that the remaining
Air Force requirement for 175 trucks be filled by transfer of the
serviceable trucks then held in reserve by the Army. We pointed
out that in so doing the needs of the Air Force could be met for
about $300,000 less than by buying new vehicles. On March 10,
1961) the Assistant Secretary of Defense (Installations and Logis­
tics informed us by letter that instructions had been issued to
assure that the Air Force requirements for such vehicles would be
satisfied by transfer of the Army vehicles and· that no procurement
would be made until such time as Army excess stocks of function­
ally equivalent vehicles were exhausted.
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REVIEW OF MILITARY CONSTRUCTION PROGRMS

. 13,. Changes made to preclude military construction unless au-
thorized by the Congress--We found in our review of the programing
and financing of selected facilities constructed at Army, Navy,
and Air Force installations that more than $,0 million worth of
construction and construction-type work had been performed in fis­
cal years 19,7, 19,8, and 19,9 outside the military construction
program and had been financed with other than military construc­
tion funds. As a result, the Congress was not informed of and did
not have an opportunity to review and specifically approve all con­
struction as contemplated in the military construction authoriza­
tion processes established by the Congress to control and limit
tIle extent of military construction. The avoidance of the review
process was usually brought about by classifying the construction
work as repair, rehabilitation, or modification projects and, as
such, financing them from operation and maintenance appropriations.
The financing of construction projects in this manner was possible
because budget requests for operation and maintenance funds were
justified to the Congress in general terms by the military depart­
ments and very broad meanings were imputed by the departments to
such terms as major repairs, rehabilitation, or replacement of ex­
isting facilities.

After we brought our findings to the attention of the Depart­
ment of Defense, the Department issued Directive No. 7040.2, dated
January 18, 1961, which provided, among other things, definitions
of such terms as construction, maintenance, repair, alteration,
and replacement, for the guidance of the military departments in
distinguishing between projects.which require military construc­
tion funds and projects which require operation and maintenance
funds.

In our report submitted to the Congress on January 24, 1961,
we pointed out that, regardless of the action initiated by the De­
partment of Defense, the magnitude of construction work financed
outside the military construction program and the varying interpre­
tations of terminology that made this possible merited the atten­
tion and consideration of the Congress. We recommended that the
Congress consider the desirability of establishing, by the enact­
ment of legislation or otherwise, uniform definitions and basic
policies to govern military construction program presentations by
the military departments. Subsequently, the Congress, in enacting
the Department of Defense Appropriation Act, 1962, approved Au­
gust 17, 1961, provided that funds appropriated in the act for
maintenance and repair of facilities and installations "shall not
be available for acquisition of new facilities, or alteration, ex­
pansion, extension or addition of existing facilities, as·defined
in Department of Defense Directive 7040.2, dated January 18, 1961,
in excess of $25,000."
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REVIEW OF FAMILY HOUSING

136. Action taken to curtail Capehart houg,pg program--ln our
review of the Capehart housing program of the epartment ot De­
fense we found that, at 15 of the 40 installations we reviewed
about 5,900 houses estimated to cost over $147 million were be1ng
bUilt or were programed in excess of actual or apparent needs. -
Our findings with respect to the excess houses were based on ac­
tual needs determined by the proper or reasonable application ot
the military departments' requirements criteria eXisting at the
time the construction contracts were awarded or the housing proj­
ects were approved by the Congress. However, a substantially
larger number of houses in the local community could have been con­
sidered as available had more realistic criteria been used. We
recommended to the Secretary of Defense that the Department ot De­
fense and the military departments reappraise the need tor cape­
hart projects approved for construction, giving recognition to the
deficiencies we identified, and that they take appropriate steps
to reduce or terminate projects which cannot be reasonably justi­
fied. We recommended further that the determinations made in this
respect be reported to the Congress.

Our findings were discussed in deliberations ot the Congress
on the Department of Defense request for autho~ization to con­
struct additional units of Capehart housing. The Congress denied
the request. The Military Construction Act ot 1961, approved
June 27, 1961, provided no new authorization tor construction of
Capehart housing. Section 607(a) of the act raised the statutory
ceiling on the Capehart housing program from 25,00q units to
28,000 units and extended the terminal date of the program trom Oc­
tober 1, 1961, to October 1, 1962. However, this provision ot the
act merely permitted the Department of Deten~e to construct a por­
tion of the housing units which had bee~ authorized under earlier
legislation but which theretofore could-not be constructed because
of the over-all ceiling on the program.

137. Legislation enacted to place cost limitation on rehabili­
tation of individual units of family housing--We found that tamily
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REVIEW OF FAMILY HOUSING (contined)

amount that lilly be expended for the renovation, repair, modifica­
tion, or rehabilitation of en existing military house without
prior approval of the appropriate congressional committees. The
Congress established such a limitation in the Military Construc­
tion Act of 1961, approved June 27, 1961. Section 609 of the act
provides that, effective July 1, 1961, no family housing unit may
be rehabilitated at a cost in excess of the statutory limitation
on the cost of new constl'U~t1on of family housing units unless the
Secretary of Defense or his designee has notified the Committees
on Armed Services of the Senate and of the House of Representa­
tives prior to such rehabilitation. Section 609 provides also
that no family housing unit lilly be rehabilitated at a cost in ex­
cess of $20,000.
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REVIEW OF MILITARY ASSISTANCE PROGRAM

In our reviews of military assistance program activities dur­
ing the fiscal year 1961, we examined individual country programs
administered by the Military Assistance Advisory Groups and spe­
cific problem areas common to two or more recipient countries.
These reviews covered the general areas of programing, delivery,
and utilization of materials and equipment provided under the mili­
tary assistance program. Our reviews continued to disclose defi­
ciencies similar to those we reported in previous years. Although
there appeared to be continued improvement in the programing proce­
dures, we found instances of such things as premature delivery of
equipment to recipient countries, excesses and deficiencies in
spare parts stocks of recipient countries, and ineffective mainte­
nance and utilization of delivered equipment. We found, also, de­
ficiencies in management of the United States Army Logis.ical De­
pot, Japan, which is responsible for spare parts support of Army
equipment furnished to countries in the Far East. Some specific
cases follow.

138. Premature delivery of evuipment to reCipt'nt cguntries-­
We found that the Air Force had delivered about 2, 00 radio sets
valued at about $12 million to recipient countries for use in air­
craft when it was known that the kits necessary for operating the
equipment were not then available and their delivery would be de­
layed for some time. Delivery schedules showed that an effective
balance between radio sets and kits would not be achieved until
about 3 years after delivery of the radio sets. The recipient
countries were instructed to store the radio sets until such time
as the kits became available and could be delivered. At the time
of our review, about 18 months after delivery of the radio sets,
most of them were in storage awaiting delivery of the kits. But
even if complete equipment had been delivered much of it could not
have been used because some of the countries lacked the financial
and technical capability to install the complex equipment and be­
cause certain essential facilities had not yet been constructed.

After delivery of the radio sets to the recipient countries,
the Air Force was faced with a shortage of this equipment to meet
its own requirements. We recommended to the Secretary of Defense
that the sets not being used by the recipient countries be recov­
ered and redistributed to the Air Force or to other countries
where they were needed. We were informed that the Air Force subse­
quently recovered for its own use 400 sets from one of the recipi­
ent countries.

In another case we found that the Army had delivered to a re­
cipient country missile equipment valued at about $21t million
which was not in a serviceable condition at the tille of delivery.
An Army inspection team determined that the equipment was in such
poor condition as to raise doubt that it could be used for its
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REVIEW OF MILITARY ASSISTNVCE PROGRAM (continued)

intended purpose. The equipment was not operational because of
poor maintenance and supply practices while the equipment was in
the custody of the Army and failure of the Army to restore the
equipment to serviceable condition prior to transfer to the coun­
try. Furthermore, the recipient country had only a limited capa­
bility to operate the equipment. We were informed by the Assist­
ant Secretary of Defense (International Security Affairs) that the
staff of the Military Assistance Advisory Group in that country
was subsequently expanded and that substantial improvement was
made in maintenance of the equipment and in the operational readi­
ness of the military units to which the equipment was assigned.

139. Deficiencies in recipient countries' supplv management
of spare parts--Our reviews in several countries disclosed serious
deficiencies in supply management which resulted in accumulation
of excessive quantities of some spare parts and shortages of other
spare parts. We found that the countries did not have adequate in­
formation on the status of stocks in their supply systems and did
not give proper consideration to past usage data in establishing
stock levels. In one country as the result of our review requi­
sitions on United States supply organizations for about $2~.3 mil­
lion worth of spare parts were canceled and plans for requisition­
ing additional items were reduced by $4.3 million. As a result of
our review in another countrYl requisitions on United States sup­
ply organizations for about $j.6 million worth of spare parts were
canceledl local procurements of about $300,000 were also canceled;
and spare parts on hand, vnlued at about $53 million, were identi­
fied as excess and made available for redistribution.

140. Inadequate maintenance and ineffective utilization of de­
livered eguipment--We found in some of the less technically ad­
vanced countries that the equipment delivered under the military
assistance program was not effectively maintained and utilized.
In one country, we found that engineer and signal equipment valued
at about $1.3 million had been in storage for some time. This
equipment had not been used because it was either incomplete or in­
compatible with other equipment with which it is normally used or
because the country had failed to provide funds to operate the
equipment. Some of the equipment was deteriorating because of in­
adequate maintenance. We found also that a maintenance and re­
build facility, constructed in this same country at a cost of
about $3 million with funds provided under the military assistance
program, was operated at only about ,0 percent of its capacity.
At the same time, equipment which should have been rebuilt in this
facility was being shipped for rebuilding to a facility in another
country.

141. Deficiencies in the United States Army supplv management
of spare parts--We found that the United States Army Logistical De­
pot, Japan, which is responsible for spare parts support of Army
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REVIEW OF MILITARY ASSISTANCE PROGRAM (continued)

equipment furnished under the military assistance program to coun­
tries in the Far East, had (1) established· stock levels, and or­
dered spare parts to fill the levels, which were greatly in excess
of the quantities actually needed, (2) failed to take into account
large quantities of excess spare parts on hand at various other lo­
cations in the Far East which were available to meet the stock­
level requirements, and (3) failed in some instances to order and
issue spare parts on a timely basis. We found deficiencies also
in the logistical support by the Department of the Army involving
such things as (1) failure to authorize the Logistical Depot to
~tock certain needed parts, (2) failure to provide recipients of
military assistance with adequate and critically needed supply and
technical manuals, and (3) the delivery of material to countries
despite their prior notice that the material ordered was no longer
required.

We brought our findings to the attention of the Logistical De­
pot officials and prompt action was taken to cancel orders for
spare parts valued at approximately $17 million which were out­
standing against supply sources in the United States and to reduce
by about $100 million the stock-level objectives to meet require­
ments for spare parts. Also, we proposed to the Secretary of De­
fense that he direct the development of a specific program to in­
sure continuous and intensive action to correct the deficiencies
disclosed in our review. The Assistant Secretary of Defense (In­
ternational Security Affairs) informed us that such a program was
being developed. We plan to conduct a follow-up review after
there has been a reasonable period of time to implement the
program.
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REVIEI, OF HANPOWER UTILIZATION

142. Reduction of unnecessarv proficiency flying in the Air
Force--We found that a significant portion of the proficiency fly­
ing in the Air Force was unnecessary. Proficiency flying is fly­
ing performed to maintain basic flying skills while s8rving in as­
signments where such skills would not normally be maintained in
the per~ormance of assigned duties. The Air Force was spending
over ~~112 million annually in maintaining and operating aircraft
and ~~71 million annually in additional pay for proficiency flying
to maintain in flying status nearly 27,000 officers who either
were excess to stated Air Force requirements for rated personnel,
i.e., pilots, navigators, observers, and flight surge~ns, or were
occupying positions where maintenance of flying skills contributed
little or nothing to effective performance of those positions.

We recommended that the Air Force develop realistic criteria
for determining its requirements for personnel to be retained on
flying status and take prompt action to discontinue the flying sta­
tus of personnel determined to be excess to requirements. This
would result in saving the cost incurred in maintaining and operat­
ing the aircraft used to enable them to qualify for proficiency
flying pay. We recommended also that, because the additional pay
for proficiency flying was a significant portion of the compensa­
tion of many of the individuals, consideration be given to the pos­
sible need for adjustments in the compensation for some categories
of personnel removed from flying status and that any legislation
to effect such adjustments be sought from the Congress.

The problem of excess proficiency flying has been of serious
concern to the Congress. The Committee on Appropriations, House
of Representatives, stated in its report on the Department of De­
fense Appropriation Bill, 1959, that the Committee seriously ques­
tioned the necessity or the practical value of much of the profi­
ciency flying and that eVidently a great deal of the flying was
continued for the sole purpose of qualifying for continued flight
pay. The Acting Secretary of the Air Force, in commenting on our
findings and recommendations, expressed his awareness of the seri­
ousness of the problem and his desire to seek solution. He stated
his belief that the logical course to meet the situation realisti­
cally would be to obtain legislation which would provide an equi­
table financial adjustment for those career officers whose skills
and talents are still required in the defense effort but who,
through the drastic changes in weapon systems, are no longer re­
quired on flying status. The Acting Secretary of the Air Force
stated further that, on the recommendation of the Air Force, the
Office of the Secretary of Defense submitted to the Bureau of the
Budget in April 1960 a legislative proposal to provide an equi­
table financial adjustment for those officers no longer required
on flying status and that, after extensive discussion and
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REVI~' OF !{ANPOWER UTILIZATION (continued)

coordination within the ex~cutive branch, the President recom­
mended appropriate financial relief in his bUdget message to the
Congress.

The ConRrpss took action to reduce the cost of proficiency
flying. Section 61~ of the Departm~nt of Defense Appropriation
Act, 1962, approved August 17, lQ61, provided that, without regard
to any provision of law or Executive order prescribing minimum
flight requirements, payment of flight pay may be made to certain
members of the Armed Forces otherwise entitled to receive flight
pay during the fiscal year (1) who have held aeronautical ratings
or designations fOl' not less than 15 years or (2) whose particular
assignment outside the United States or in Alaska makes it imprac­
tical to participate in regular aerial flights. Also, there is
pending befDre the Congress an act to amend the Career CDmpensa­
tiDn Act of 19~9. The act (H.R. 7651), which passed the House Df
Representatives on August 10, 1961, but had not been acted upDn by
the Senate prior to adjournment of the first session Df the Eighty­
seventh Congress, would authorize the payment of an accrued por-,
tton of incentive pay to aeronautically rated or designated offi­
cers who have been eligible to such pay for a minimum of at least
10 years and who are subsequently removed from eligibility upon a
determination that their continuation in this capacity is no
longer necessary in the interest of national security.

1~3. Savin s resultin redu fee
maintenance and motor pool Dperations--On April 2 , 19 1, we sub­
mitted a report on our r8view of manpoWer utilization in selected
areas of the Public Works Department, Fleet Activities, Yokosuka,
Japan, Department of the Navy. The review was undertaken at the
request of the Commander, Fleet Activities, to assist local manage­
ment in achieving improved utilization of its manpower. We found
an inefficient use of manpower in overhauling and repairing vehi­
cles, in performing ryase maintenance work, and in dispatching and
operating Government vehicles. This condition was due principally
to the failure to provide, on a timely basis, spare parts for the
overhaul and repair of vehicles and equipment; failure to develop
and use labor standards in maintenance work; and failure to reduce,
in response to a decreased need for Government vehicles, the num­
ber of assigned dispatchers and drivers. Prior to the issuance of
our report, we brought our findings and suggestions for improve­
ment to the Commander, Fleet Activities, who took immediate action
which resulted in a reduction in force of 50 shop personnel and
97 vehicle drivers. The CDmmander informed us in March 1961 that
savings of about $266,000 a year had been effected by reductions
in personnel and by reduction of automotive and other equipment in
service and that additional savings were anticipated.
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REVIEW OF ORGANIZATION

l~~. Central agengy established to proyidt coordinated and
more 'ponomical management of supply systems--In the prior"fiscal
year we ~eported that coordination among and between the military
departments in the management of electronic supplies and equipment
was inadequate and recommended that the Secretary of Defense con­
sider assigning the management responsibility to a centralized or­
ganization within the Department of Defense. We had found (1)
that the same or similar management functions were being performed
by six independent organizations which if consolidated could be ex­
.pected to effect savings of a significant portion of the $25 mil­
lion annual cost of their administration and (2) that, because of
independent and uncoordinated management decisions of those organi­
zations, there were failures in supply support

l
unnecessary pro­

curement, duplication in storage and distribut on functions, and
inefficient use of facilities and personnel in overhaul and repair
operations.

In commenting on our findings a~d recommendation, the Acting
Assistant Secretary of Defense informed us on April 29, 1960, that
the Department of Defense had undertaken a study of the management
of electrical/electronic supplies and equipment and that our recom­
mendation would be considered in the light of the results of the
study. Following completion of the study, the Secretary of De­
fense established on October 1, 1961, a Defense Supply Agency un­
der his direct control for the purpose of providing centralized
supply management of those commodities which are common to the mil­
itary departments and are determined to be susceptible of inte­
grated management by a single agency. Electrical/electronic mate­
riel was included in the selected categories of commodities ini­
tially designated by the Secretary of Defense for management by
the Agency.
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REVIEW OF PAYROLL PROCEDURES

145. Substantial savings to result from adoption of biweeklY
basis for paying civilian employees--In our report submitted to
the Congress on April 15, 1959, we pointed out that the Navy, con­
trary to the practice followed by most other departments of the
Government, was paying its more than 200,000 civilian employees oc­
cupying ungraded positions on a weekly rather than on a biweekly
basis and thereby incurring unnecessary costs. We had previously
recommended that the Navy adopt the policy of paying such employ­
ees on a biweekly basis. The Navy took the position, with which
we did not concur, that the change in policy would not be in the
best interest of the Government. This position was based on the
belief that the change would have a profoundly disturbing effect
on employee morale and would work a hardshin on many of the employ­
ees accustomed to weekly paychecks and that these adverse effects
outweighed the direct savings in costs which would result from the
change.

The Committee on Appropriations, House of Representatives,
took note of our report and urged the Navy to reconsider our recom­
mendation. On March 29, 19601 the Assistant Secretary of the Navy
(PersOnnel ~nd Reserve Forces) reported to the Congress that the
Navy had completed a cost study which showed the estimated annual
amount of direct savings to be only $828,000 and had again reached
the conclusion that adoption of the biweekly pay system was not in
the best interest of the Navy or the public. Our review and analy­
sis of the Navy's computation of annual savings disclosed errors
and omissions which significantly understated the amount. We esti­
mated th~t, taking into account. the errors and omissions, the an­
nual savings would amount to more than $3 million and, on Febru­
ary 15, 1961, so informed the Appropriations Committee.

The Navy's policy was the sUbject of discussion during the
hearings u~ its fiscal year 1962 appropriations. Following the
hearings, the Navy issued a directive on August 11, 1961, u~opting

the biweeklY basis of paying employees occupying ungraded posi­
tions, effective January 7, 1962.
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REyIEW OF DISBURSEMENT AND COLLECTION PROCEDURES

1'-16. Act on tak to stre the co trol over disbursement and
collection activites--In a report dated April 12, 19 1, we de­
scribed 88 cases of fraudulent transactions, either disclosed by
our examinations or reported to us by the military departments, in
which the Government was defrauded of about $668,000. These trans­
actions involved, principally, manipulation of milit~r7 payrolls,
diversion of funds to personal use by disbursing officers and col­
lection agents, and falsification of documents to cover defalca­
tions in imprest funds. We concluded that the fraudulent transac­
tions resulted primarily from deviations from prescribed proce­
dures. Accordingly, we proposed to the Secretary of Defense that
more frequent internal reviews be made to determine whether pre­
scribes proced~r~s are being followed. We also proposed certain
organizational changes to reduce opportunities for fraudulent
transactions by separating the duties of making payments and re­
ceiving collections from the duties of preparing and maintaining
the related records. We were advised by the Department of Defense
that the military departments had taken action or were considering
action on our proposals.

1I Ii
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REVIEW OF TRANSPORTATION MATTERS

147. Savings in transportation costs through advice on trans­
portation matters--As part of our audit responsibilities we work
with the various departments and agencies of the Government on
traffic management and transportation matters to minimize over­
charges and to promote economies in the transportation of person­
nel and property for the account of the Government.

illl example of our work with the agencies is the advice we ren­
dered on military shipments of jet fuel which moved in railroad
tank cars from the Hastings Fuel Storage Station, Hastings, Minne­
sota, to Ellsworth Air Force Base, Box Elder, South Dakota. For
this transportation service, the rail carriers presented bills and
were paid charges computed at a rate of $0.92 per hundred weight.

Our audit of these bills disclosed that the charges were cor­
rect for the route actually used. However, we determined that, at
the same time, a lower rate of $0.62 per hundred weight was avail­
ab~e between Hastings and Box Elder on the same railroads but via
a different route. We notified the Military Traffic Management
Agency, which has jurisdiction over the routing of such shipments,
of the availability of the lower cost route. That Agency then ne­
gotiated a retroactive agreement in accordance with section 22 of
the Interstate Commerce Act under which the rail carriers made the
$0.625 rate available for the route actually used for the ship­
ments. As a result, during fiscal year 1961 excess charges of
$47,000 were collected from the carriers and the lower rate was
made available for shipments of jet fuel which might move there­
after between the same points.

148. Changes to be made to recover from militarY and civilian
personnel costs incurred by the Government on shipments Of house­
hold goods in excess of the maximum authorized ~eight allowances-­
Our review of the technical and administrative examination of
transportation invoices performed by the Army at Heidelberg, Ger­
many, disclosed that excess costs of approximately $160,000 were
incurred by the Government during the 3-year period immediately
preceding our review, because amounts paid by the Army for the
transportation of household goods above the maxim'1m authorized
weight allowances were not determined and recovered from the mili­
tary and civilian personnel involved. Less than $200 had been col­
lected during this period principally because of (1) the failure
of transportation officers to show on transportation warrants the
information needed to determine and recover such excess costs, (2)
delays in requesting such information, and (3) the failure of the
Army to secure compliance with its existing instructions.

In our report to the Secretary of Defense on May 11, 1961, we
recommended that excess costs on past shipments be recovered when
economically feasible, that procedures be establi~hed to assure
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REVIEW OF TRANSFORTATION MATTERS (continued)

that the necessary information is furnished on future shipments,
and that adequate efforts be made to recover such costs On future
shipments.

The Assistant Secretary of Defense (Comptroller) in his reply
of August 31 1961 concluded that existing procedures and con­
trols did nof provIde an effective basis for determining excess
transportation charges on shipments of household goods. Thus, re­
covery of past excess costs is questionable. We were advised, how­
~ver, that arrangements were being made by the Office of the Secre­
tary or Defense with the military departments to develop effective
regulations and procedures for preventing the shipment at Govern­
ment expense of household goods in excess of authorized allowances.

149. Improyement made in management controls oyer. the examina­
tion of transportation inyoices by the Armv in Eur0pe--OUr review
at Heidelberg, Germany, disclosed a lack of effective management
controls over the examination of transportation invoices evidenced
py (l) insufficient review of audit actions, (2) inadequacy of man­
agement information for evaluating the effectiveness of the exami­
nation, (3) inadequate documentation of actions ·~aken, and (4) in­
adequate statistics on work performance. These deficiencies in
controls seriously weakened management's capacity for planning, or­
ganizing, and evaluating the examination activities. OUr propos­
als for strengthening review fUnction~, improving control records,
and maintaining adequate documentat.ion of actions taken were ac­
cepted by local officials, and corrective action either was taken
or was promised.

150. Need for us¢ of approved forms for procurement of trans­
portation seryices--We found that various military components in
the European area procure transportation services by use of lo­
cally devised forms other than those approved by the General Ac­
counting Office. The use of unapproved forms impedes standardiza­
tion of procedures, generates problems connected with the determi­
nation and collection of excess transportation charges, and materi­
ally increases audit costs.

The Assistant Secretary of Defense stated that action was be­
ing taken to require military components to use approved forms in
the procurement of transportation services or to obtain approval
of other forms for Which there is a continuing need.
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REVIEVI OF AUTOMATIC DATA PROCESSING DEVELOPMENTS

151. Need for full use of automatic data processing equipment
and techniques in supply operations--In our review of automatic
data processing developments in the Federal Government t we noted
that the Department of Defense had no over-all plan for making the
most effective use of automatic data processing techniques for the
intel'servicing of supply system inventories. Our report of Decem­
ber 30 1960 describej certain tests made at our instigation
which demonstrated the feasibility of using such tehcniques in de­
termining availability of an filling needs for materials by one
military department from stocks of other military departments. We
endorsed the stated intention of the Department of Defense to ini­
tiate work to accelerate the use of mechanized procedures for this
purpose. We urged that all appropriate efforts be made by the De­
partment to take full advantage of the capabilities of ADP equip­
ment and techniques in the management of the vast supply opera­
tions of the Department of Defense because of the potential for
greater efficiency and economy that can be realized.
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REVIEW OF DEPENDENTS' MEDICAL CARE PROGRAM

152. Need to strengthen control over fees charged by physi­
cians under the depe'ldents' medical care program--We found, as
stated in our report dated May 31, 1961, that physicians' claims
for medical services rendered under the dependents' medical care
program were higper in States where schedules of fees had been dis­
tributed to physicians than in those States where the schedules
had not been distributed. This condition prevailed even though
the maximum fees negotiated for different States did not vary ma­
terially, and in all States physicians are expected to charge
their normal fees if such fees are less than the maximum specified
in the schedules. We estimated that there was an additional cost
~f as much as $3 to $4 million annually as a result of charging
maximum fees in lieu of normal fees. Therefore, we recommended
for the consideration of the Secretary of Defense several courses
of action to aid in bringing physicians' char~es into line with
their normal fees.

Specifically, we recommended (1) that lower fees be negoti­
ated with the understanding that they represent fixed fees subject
to being raised only on the basis of clearly supported evidence of
higher normal fees, (2) that, if lower fees cannot be negotiated
efforts be made to have state medical societies or other appropri­
ate parties to the contracts agree to accept responsibility for de­
termining that claims of physicians are generally not in excess of
their normal charges, and (3) that physicians be required to cer­
tify on each claim that the amount charged does not exceed normal
fees. The Department of Defense accepted our recommendation that
physicians be reqUired to certify their claims and· adopted a re­
vised claim form which provides· for such certification.

90



n~VIEW OF OPERATIONS AT MILITARY INSTALLATIONS, BASES, AND STATIONS

173. Recommendations for improving operations at military in­
stallations. bases. and stations--Our reviews at various installa­
tions, bases, and stations during the fiscal year 1961 disclosed
many deficiencies in local policies, procedures, and practices
which adversely affected efficiency and economy of local opera­
tions and the operations of other dependent or interdependent mil­
itary organizations. We reported these deficiencies to local man­
agement together with our recommendations for corrective action,
and the recommended corrective measures were either taken or prom­
ised. Individually, the findings and the resultant improvements
relate primarily to local operations of the installations affected.
Collectively, they represent an important contribution to the gen­
eral improvement in the operations of the three military depart­
ments and of the Department of Defense. Examples of the deficien­
cies of this type most frequently disclosed in our reviews are sum­
marized under the following areas of operations:

Maintaining stock at desired levels of supply

1. Failure to review established stock-level objectives and
to adjust them in response to changing requirements.

2. Failure to adhere to established stock-level objectives.

3. Inaccurately computed stock-level objectives.

4. Failure to expedite the repair and the return to the sup­
ply system of critically needed items of supply.

,. Failure to cancel reservations of stock set aside for spe­
cific projects when the requirements under the projects
cease to exist.

Requisitioning and issuing stock

1. Excessive frequency of high priority requisitions.

2. Duplicated requisitioning, unnecessary requisitioning, and
requisitioning far in advance of actual need·.

3. EXCessive volume of requisitions for small quantities of
stocks of nominal unit value.

4. Failure to issue available and acceptable substitute
stocks when the items requisitioned are not available.

,. Issuance of unserviceable stocks.
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REVI~N OF OPERATIONS AT MILITARY INSTALLATIONS. BASES. AND STATIONS
(continued)

Stock recording and reporting

1. Inaccurate records and unreliable reports as to status of
stocks.

2. Delayed and inaccurate recording of documents relating to
stock receipts and issues.

3. Inadequate procedures for physical count of stocks and ver­
ification of recorded stock balances.

4. Inaccurate or incomplete information as to physical loca­
tion of stocks.

Planning and controlling industrial-type operations

1. Ineffective planning and scheduling of work to be per­
formed.

2.- Lack of reliable cost estimates and cost records for effec­
tive control of production costs.

CiVilian pay

1. Promotion of employees prior to completion of required pe­
riods of service.

2. Credits for leave at rates inconsistent with length of em­
ployees' service.

3. Inadequate support for absences attributed to military
leave or to court leave.

4. Inadequate control over distribution of checks to payees.

,. Inadequate control over authorization of overtime and
granting of compensatory time.

6. Improper payments for holiday and night work.

Military pay and allowances

1. Ove~payments of lump-sum leave, of reenlistment bonus, a~d

of allowances for travel, dislocation, and subsistence.

2. Omitted or inadequate charges for leave taken.
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REVIEW OF OPERATIONS AT MILITARY INSTALLATIONS. BASES. AND STATIONS
(continued)

3. Excessive allowances for travel time in connection with
change in stations.

~. Inadequate control over distribution of checks to payees.

Allotment accounting and reporting

1. Delay in recording obligation and expenditure documents.

2. Failure to reconcile periodically the control balances of
unliquidated obligations with the documentary support of
the balances.

3· Failure to investigate and, where necessary, adjust dor­
mant unliquidated obligations.
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GOVERNMENT-vIrDE REVIEWS

REVIEW OF AU'fOMATIC DATA PROCESSING DEVELOPMENTS
IN TilE F@EHAL GOVE:RNNENT

154. Matters requiring attention for more effective and eco­
nomical use of ADP systems in Government operations--During the
fiscal year we completed a review of current developments in the
automatic data processing activities of the Federal Government.
Our report was submitted to the Congress on December 30, 1960, and
copies were made available to the Bureau of the Budget and other
interested agencies in the executive branch. The report summa­
rizes developments in the Federal Government since 1957 in the rap­
idly expanding field of automatic data processing, presents an in­
ventory of electronic data processing machines in use and their an­
nual operating costs, and contains our views as to the need for
more direct effort to control the use of ADP techniques in Govern­
ment operations in the interest of greater efficiency and economy.

In an earlier report issued in June 1958, we presented a num­
ber of points which we felt required attention in individual
agency ADP programs if improvements were to be made in the state
of development of electronic systems for more effective and econom­
ical use in Government operations. Inasmuch as our later reviews
indicated a continuing need for attention to many of these matters,
we summarized these needs in our current report for the informa­
tion of the respective Government departments and agencies, as fol­
lows:

for continuous efforts to improve source data and con­
over documentation procedures and to improve manage­
analysis and scientific techniques.

fer master planning and development of integrated sys­
within each agency.

3. Need to eliminate unnecessary reports and duplication in
processing procedures when converting to electronic sys­
tems.

4. Need to analyze systems to determine optimum data process­
ing cycles in relation to cost and value of information
produced.

5. Need for more specific and systematic measurement of costs
and progress in development of electronic systems to estab­
lish a basis for more effective management control over
their acquisition and USJ.

6. Need for participation and dupport by top management in or­
der to develop the most effective use of this'new
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REVIEW OF AUTOMATIC DATA PROCESSING DEVELOPMENTS
IN THF: FEDF.H;\L GOVERNMEN'r (continued)

technology and need to insure management participation in
long-range planning efforts for the development of inte­
grated agency systems.

155. Desirahility of purchasing rather than leasing equip­
mant--Federal agencies have gener-ally followed the practice of
leasing rather than purchasing punched card and electronic data
processing equipment. Numerous reasons have been advanced as jus­
tification for this practice. On the other hand, agencies that
have purchased equipment outright contend that over-all costs to
the Government are lower, particularly when the equipment is used
on a multiple-shift basis. In our re.,ort, we expressed our belief
that Government agencies should give more consideration to purchas­
ing ADP equipment, particularly in those instances where savings
can be demonstrated over a period of several years even though
large capital outlays would be involved initially.

156. Need for a Government-wide program for coordinating pro­
curement and transfer of equipment between agencies--Generally,
the practice of each Government agency is to procure equipment for
its O\<ll needs, on either a purchase or a rental basis, and to
trade in purchased equipment or exchange older rented equipment
for newer models in accordance with its own particular needs. Pos­
sible needs of other ageLcies for the traded-in or exchanged equip­
ment are generally not considered. However, it is possible that
such equipment can be used to serve the needs l.f other Government
agencies.

In our report of December 30 1960 we expressed our belief
that a mechanism should be established in the Government to pro­
vide the necessary arrangements whereby the procurement and trans­
fer of data processing equipment between Government activities
would be fully coordinated so as to keep costs as low as possible
consistent with obtaining needed processing facilities.

157. Need for more nositiye long-range plaoning--We also
called attenticL to the need for more positive central planning of
a long-range nature within the executive branch of the Government
to promote the maximum degree of efficiency, economy and effec­
tiveness in the administration and management of cosily ADP facili­
ties. The following factors were cited in our report as evidence
of the need for such planning.

1. Active central coordination is needed to assure good pro­
curement and contract administration practices. An effec­
tive central information service within the a~lar,~ent

could, in addition to coordinating procurement l ~ssist of­
ficials at the many locations where equipment 1S r~nteti to
make the most effective application of con-t:ractual terms.
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REVIEI, OF AUTOHATIC DAn PROCESSING DEVELOPt4ENTS
TN THE ];'ElJT~Rf\l, GOVERNMENT (continued)

2. Effective leadership by a central agency could minimize
wasteful duplication of effort among the individual agen­
cies. At present, there is no adequate mechanism to pre­
vent repetitive explorations by different agencies into
the same or very similar applications which have previ­
ously been developed by other agencies. An effective in­
formation exchange is needed to help each agency become
aware of both the results of completed studies and the na­
ture of current work in progress by other agencies.

3. A central group is needed to be alert to the possibilities
of Government-wide integration of systems and to plan for
such Government-wide systems. A central planning group
could provide assistance with regard to the automatic in­
terchange of records between Government agencies and could
plan for reorganizations if better data processing could
b~ achieved through integration of systems.

4. Central coordination could also provide assistance with re­
gard to the interchange of magnetic tape records between
in~ustry and Government. We feel that there is a great un­
developed potential in this area which needs to be more ag­
gressively pursued on a coordinated Government-wide basis.
Only limited interchange of data in this manner has been
accomplished to date. A joint and coordinated effort can
sign!ficantly contribute to the development' of workable
programs for the interchange of magnetic tape records be­
tween industry and the individual agencies.

We endorsed the leadership fUnction embraced by the Bureau of
the Budget as a result of its study of agency ADP responsibilities.
We believe that the Bureau of the Budget occupies a position in
the executive branch which makes it the logical agency to exercise
the kind of central leadership needed. We concluded, however,
that more recognition needs to be given to the far-reaching role
which electronic systems seem destined to play in governmental
processes and the related need for sound ,Planning for their use.
Therefore, in carrying out its leadership responsibilities, we be­
lieve that the Bureau should extend its role to include more posi­
tive central planning within the executive branch so as to provide
the kind of integrated long-range planning and coordination which
is needed to promote the maximum degree of efficiency, economy,
and effectiveness in the continuing development and use of elec­
tronic systems in Federal Government operations.
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DEFINITE, MGilclURABLE SAVINGS OR POSSIBLE SAVINGS

RESULTING FROM ACTIONS TAKEN ON

GENERAL ACCOUNTING OFFICE RECOMMENDATIONS

The folloWing list summarizes some of the definite, measur­
able savings or possible savings that have resulted from actions
taken by various Government departments or ag'mcies on General Ac­
counting Office recommendations,

The list does not include other benefits resulting from the
work of the General Accounting Office that are not readily suscep­
tible of measurement in financial terms nor does it include repeti­
tive benefits resulting from recommendations of the General Ac­
counting Office adopted by the departments or agencies in prior
years,

Also, the list does not include refunds and collections
amounting to $37,919,000 which were made through the efforts of
the General Accounting Office during the fiscal year 1961.

Reduction in prices under negotiated contracts $ 5,020,000
(savings resulting from adjustment of prices un-
der existing contracts or proposed amendments)

Change in computing escalation payment under contract 2,459,000
\estimated savings resulting from use of a more
equitable base for computing escalation payment)

Correction of improper allowances under contracts 841,000
(savings resulting from reductions in paYments to
be made by Government agencies)

Cancellation of planned procurement
(savings resulting from use of eXisting supplies
in lieu of buying new supplies)

Cancellation of purchase orders or scheduled pur­
chases

(savings resulting from cancellation of purchase
orders or of plans to purchase materials no
longer needed)

Use of excess stocks as substitutes for items on
order

(savings resulting from the avoidance of disposal
action and consequent reduction of new procure­
ment)

10,755,000

8,484,000

1,407,000
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Discontinuance of test counts of materials in na­
tional stockpile

(further expenditures avoided by discontinuance
of test which were deemed unnecessary)

Improvements made in operating procedures of Govern­
ment agencies

(estimated annual savings resulting from changes
in operating procedures)

Reduction of unemployment compensation benefits to be
paid to retired Federal employees receiving retire­
ment payments

(estimated savings resulting from change in law)

Revision of military pay procedures
(estimated annual savings resulting from correc­
tive measures taken to preclude overpayments in
military flay)

Correction of errors in computing amount of repayable
investment in power facilities

(additional amounts of principal and interest to
be paid into the United States Treasury)

Cancellation of repair and rebuild projects
(savings resulting from the cancellation or termi­
nation of unnecessary repairing or rebuilding of
equipment)

Termination of procurement contracts
(savings resulting from the use of excess stocks
in lieu of buying new stocks)

Change in plans to dispose of usable supplies
(future procurement avoided by cancellation of
disposal action)

Reductions in retirement and old-age insurance bene­
fit payments

(estimated savings in future payments arising
from correction of erroneous awards)

Cancellation of requisitions for material and sup­
plies not reqUired by requisitioning agency

(amount of saVings is dependent on extent supply­
ing agency will be able to cancel or avoid pro­
curement or use stock on hand to satisfy bona
fide needs)

$ 2,110,000

1,938,000

2,130,000

1,076,000

530,000

344,000

339,000

276,000

254,000

7,358,000
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217,000Tlansfers of materials from one agency to another $
(amount of savings is dependent on extent procure­
ments may be canceled or avoided or the materi-
als are used to satisfy the needs of the receiv-
ing agency)

Cancellation of requisitions for materials and sup­
plies not required by recipient country under Mili-
tary Assistance Program 45,200,000

(amount of savings is dependent on extent supply­
ing agency will be able to cancel or avoid pro­
curement or use stock on hand to satisfy bona
fide needs)

Reduction in requirements programed for recipient
country under the Military Assistance Program 4,300,000

(amount of savings is dependent on extent supply­
ing agency will be able to cancel or avoid pro­
curement or use stock on hand to satisfy bona
fide needs)

Total '92,938.QQQ
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In d e x

CIVIL DEPARTMENtS AND AGENCIES

Department or agencY Page and item number

16. 36

52-102

33- 70 35- 74

Department of Agriculture
Agricultural Marketing Service
Agricultural Research Service
Agricultural Stabilization and Con-

servation Service

Forest Service
Federal Crop Insurance Corporation

Department of Commerce
Bureau of Public Roads
Coast and Geodetic Survey

Weather Bureau

Department of Health, Education, and
Welfare

Bureau of Old-Age and Survivors In­
ilUrance

Children's Bureau
Food and Drug Administration
National Institutes of Health
Office of Education
Public Health Service

Department of the Interior
Bureau of Indian Affairs
Bureau of Mines
Geological Survey
National Park Service
Southwestern Power Administration
Trust Territory of the Pacific Is-

lands
United States Fish and Wildlife

Service

Department of Justice
Bureau of Prisons

Department of Labor

Post Office Department

40- 86
1- 2

40- 8,
42- 89
21- 46
39- 82

45- 92
16- 37
30- 60
11- 25
36- 76

12- 27
53-105
22- 48
16- 35
4- 8

52-101
8- 15

24- 51
9- 21
8- 16

27- 56
21- 45

34- 72

31- 63

11- 24

41- 87

39- 83

45- 93
26- 52

11- 26

32- 6,
54-106

23- 49
13- 29

37- 78
34- 71

26- 53

41- 88

39- 84

45- 94
26- 54

12- 28

'3-103

13- 30

37- 79

100

"!•



Department or agency

- 2 -

Page and item number

Department of State
Development Loan Fund
International Cooperation

tion

48- 97
Administra-

48- 96

49- 98

49- 99 50-100

Treasury Department
Bureau of Accounts
Bureau of Customs
Bureau of Engraving and Printing
Bureau of Public Debt
Coast Guard

Internal Revenue Service
Office of the Treasurer of the

United States

Atomic Energy Commission

Corps of Engineers (Civil Functions)

District of Columbia Government

Executive Office of the President
Bureau of the Budget
Office of Civil and Defense Mobili­

zation

Federal Aviation Agency

General Services Administration

Housing and Home Finance Agency
Office of the Administrator
Public Housing Administration
Urban Renewal Administration

National Science Foundation

Railroad Retirement Board
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