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Report by H.L. Krieger, Director, Federal Perscnnel and
Compensation Div.

Issue Area: Personnel Management and Compentsaticn: Compensation
(305).

Contact: Federal Persnnnel arnd Compensation Div.

Budget Function: General Governsent: Other General Government
(806) .

congressionai Relevance: House Comsittee on Arwmed Services;
Senate Comait*ee cn Armed Servicss.

Authority: General Accounting Office Act of 1974, title III
(P.L. 93-604)., ' ' '

A survey was conducted of the nonappropriated fund
activities operated Ly executive agencies tc sell merchandise or
services to Government personne.. Data supplied by departments
and agencies cn the rature and size of such activities and vhere
they are operated are listed. A brief descripticn of each
ronappropriated fund activity is presented together with data on
its current assets con June 30, 1975, and its gross revenue
during fiscal yeair 1%7%. R sumpary list also provides data on
the totals for each department or agency and is keyed to
detailed lists of ncrappropriated fund activities.
Findings/Conclusions: Executive derartaents and agencies
reported nonappropriated fumnd and related activities with over
$1.6 billion in current assets and over 3$8.2 billion in gross
revenues. The Departsent of Defense has, by fax, the largest
number of activities, accounting for 98% of the assets and
revenue reported. Scne reporting offices took the position that
certain of their prcgrams were not Government nonapprcpriated
fund activities but were private associations not off. . cially a
part of the Federal Government. Since there is no official
definition or commonly understood cpinion of what is or is not a
nonappropriaced fund activity, in is difficult to gather
reliable irformation about nonappropriated fund activities in
the executive agencies. No attempt has been made to establish
any criterion which would strictly classify thke activities as
nonappropriated fund activities or ctherwise. (Ruthor/sSC)



STUDY BY THE STAFF OF THE
UNITED STATES
GENERAL ACCOUNTING OFFICE

Magnitude Of Ncrappropriated
Fund And Related Activities
In The Executive Branch

Executive departments and agencies reported
nonappropriated fund and related activities
with over $1.6 billion in current assets and
over $8.2 biliion in gross revenues.

This study in~"ides a list of nonappropriated
fund and other employee benefit activities
carried on by departments and agencies of the
executive branch. The list shows the nature
and size of susch activities and where they are
operated.

The Department of Defense has by far the
largest number of activities. |t arcounts for 98
percent of assets and revenue reported.
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PREFACE

Title I1I of the General Accounting QOffice Act of 474
(Public Law 93-604) gave GAC audit authority over nonappro-
priated fund activities operated by executive agencies to
sell merchandise or services to Government personnel,

(App. I ccntains the text of title III.) The attacned list-
ing shows the nature and size of such activities and wvhere
they are operated. The departments and agencies furnished
the data, and GAO has not verified it.

This study superseues our staff study, "Magnituce
of Nonappropriated Fund Ac.ivities In ihe Executive Branch,"
(FPCD-76-58) July 5, 1976. It includes minor cnanges ana
also data previously not available on the L=2partment of De-
fense.

Included is a brief description of each nonappropriated
func activity, its current assets on June 30, 1975, and its
gross revenue during fiscal year 1975. In some cases data
was not available in that form or for those dates, and ex~-
ceptions are footnoted. A summary list, beginning on page
iii, shows totals for each department or agency and 1s Keyeaq
to detail~d lists of the activities on pag=:s 1 through 73.

Some reportinag offices took the position that certain
of their programs were not Government nonappropriatea fund
activities tut were private associations not officially a
part of tne rederal Government. Varying interp.etations are
understandable since there is rno official definition or com-
monly understood opinion of what is or is not a nonappropri-
ated fund activity.

In fact, a study 1/ prepared for the Office of Manage-
ment and Budget concluded that the lack of a Government-wide
definition of nonappropriated fund activitics causes contu-
sion and prevents the identification and gathering of reli-
able information about nonappropriated fund operations in
the executive agencies. To remeday this the study recom-
mended that OMB issue definitions of "nonappropriated funds,"”
"nonappropriated fund instrumentality,” aand "private orjani-
zation." For this list we have not attempted to establish
any criterion which would strictly classify the activities
as nonappropriated fund activities or otherwise. Rather, it
is a compilation of nonappropriated fund and related activ-
ities authorized by departments and agencies of the execu-
tive branch to provide a morele, welfare, or recreational
benefit for their employees.

1/Study of Procurement Payable for Nonappropriated Funds,
August 1975.



they.

We excluded certain funds for expedic.ucy or because
did not fall within the act. These were:

--Nonappropriated funds for other purposes, such es
trust funds and revenue~producing activities that the
Smithsonian Institution and National Science Founda-
tion use to further certain of their programs,

--Federal credit unions, which are operated and requ-
lated under the Federal Credit Union Act,

--Coffee and "sunshine" funds, which are usually small
and informal.

—--Funds of agencies with less than 100 employees.

—--Nonappropriated funds of the Federal Reserve System
and Central Intelligence Agency.

In Nru-'-‘w

H. L. Krieger
Director, Federal
Personnel ang
Compensation Division

ii
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APPENDIX I APPENDIX I

COPY
January 2, 1975 Pub. Law 93-604
TITLE III--AUDIT OF NONAPPROPRIATED FUND
ACTIVITIES
Sec. 301. (a) The (1) operations and funds 31 usC 135.

(including central funds) of nonappropriated
fund and related activities authorized or op-
erated by an executive agency to sell merchan-
dise or services to military or ot:er Govern-—
ment personnel and their dependents, such as
the Army and Air Force Exchange Service, Navy
Exchanges, Marine Corps Exchanges, Coast
Guard Exchanges, Exchange Councils of the dat-
tional Aeronautics and Space Administration,
commissaries, clubs, and theaters, (2) systems
of accounting and internal controls of such
funds and activities. and (3) any internal or
independent audits or reviews cf such funds
and activities shall, unless otherwise provid-
ed by law, be subject to review by the Comp-
troller General of the United Staztes in accor-
dance with ch principles and pro edures arnd
under such rules and regulations as he may
prescribe. The Comptroller General and his
duly &uthorized representatives shall have
access to those books, accounts, records,
documents, reports, files, and other papers,
things, or property relevant to funds and 88 STAT. 1961
activities within this subsection as a-e B8 STAT. 1962
deemed necessary by the Comptroller Gener al.
(b) When reguired by the Comptroller Generail
for such ncnappropriated fund and rclated ac-
tivities with gross receipts from sales of
more than $100,000 a year as he may designate
by class, or upon specific request the
Comptrcller General in any other cas., each
executive agency shall furnish promptly a coOPY
of the annual report of any nonappropriated
fund or related activity referred to in sub-
section (a). If such information is not in-
cluded in any activity's annual report, such
agency shall ezliso furnish a statement showing
the yearly financieal operations, financi:..l
conéition, and cash flow, and such other
annual information relating to the activity as
may be agreed upo: by the Comptroller General
and the head of the axecutive agency concerned.
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